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TAX CUTS FUEL BIGGEST
MERGER SPREE SINCE 2000
By Paul J. Davies
Tax cuts and economic
growth are spurring a spending spree by U.S. companies
on deal making as well as
share buybacks. But with
some deals being done at
big earnings multiples, companies and their investors
may find they haven’t spent
wisely when the dust eventually settles.
To be sure, not all deals will
MIKE THEILER/BLOOMBERG NEWS
get done: Comcast’s bid for
President
Trump
signs
the
Tax
Cuts And Jobs Act into law.
European pay TV giant, Sky,
faces competition from Disney,
while a private-equity backed bid for department store Nordstrom has
been rebuffed by its board. International Paper’s bid Tuesday for Irish cardboard box giant Smurfit Kappa earned an initial rejection.
continued on page 17, see TAX CUTS

What’s on Your Mind? Bosses
Are Using Artificial Intelligence
to Find Out p.8

EUROPEAN BUYERS GO
SHOPPING FOR U.S. COMPANIES

The Instant Message
Generation Gap p.9

By Nina Trentmann

Companies Pressured to Pay
More in Overtime Wonder If
It’s Worth It p.10
An Insiders’ Guide to the
National Parks p.11
An Absurdly Inexpensive
European Holiday: The Luxury
of Krakow p.13

European executives are targeting U.S. companies as a brighter economic landscape at home and abroad boosts buyer confidence.
Lower taxes and favorable foreign exchange rates are increasingly enticing for
France’sJCDecaux SA, which has looked at U.S. rivals as potential acquisition targets for more than a decade.
“The change in the U.S. tax rate will make it more attractive for us to pursue such a
deal,” said finance chief David Bourg.
European companies spent $47.26 billion on U.S. targets since the beginning of the

year, through April 5, according to Dealogic. That is the highest deal value for

continued on page 16, see EUROPEAN BUYERS
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GENERATIONAL GROUP NEWS & NOTES
From the Desk of Ryan Binkley, President, The Generational Group
Dear Friends,
Welcome to the Spring/Summer 2018 issue of Generational Group
Legacy, our newsletter comprising articles selected by us from Dow
Jones. At the Generational Group of companies we understand that
selling a business is often the most important financial event that
occurs in the life of a business owner. Our goal with each issue of the
Legacy is to provide you with key information about M&A trends. We
also look at current issues and emerging business developments that
are important to you. You will also find some general human interest
stories that we hope you find enjoyable to read.
The M&A market continues to be very favorable for business owners
right now. Barring a major geopolitical event, we expect the current
level of buyer activity to continue for the foreseeable future given the
significant amount of capital available with both strategic and
financial buyers. Simply put, there is more cash available than there
are deals in the market driving higher valuations. You will learn more
about current M&A market conditions in our conference today.
Most entrepreneurs that we work with have a significant portion of
their net worth tied up in their companies. And nearly all hope to
create a financial legacy that they can leave to their children and
grandchildren. Attending a Generational Group exit planning
conference is an important first step in understanding the process
involved to eventually exit your company for maximum value.
The Generational Group is one of the leading M&A advisory firms in
North America with the experience and knowledge to guide you
through one of the most challenging and important decisions you
will ever make. While a successful transaction is the ultimate goal,
rest assured our team is dedicated to a rewarding and personalized
client experience in your journey.
This is the Generational Way.
I’m sure you’ll enjoy our conference and find this edition of Generational Group Legacy to be informative and helpful as you run your
business. I wish you continued success in all your endeavors.
Sincerely,

Ryan Binkley
President and CEO
Generational Group

© Dow Jones & Company, Inc. All rights reserved.
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2018 SAW RECORD
1ST QUARTER FOR
PRIVATE-EQUITY
DEAL VALUE
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PRIVATE EQUITY GOES SMALLER,
HEALTHIER IN QUEST FOR FOOD
AND BEVERAGE DEALS

By Ed Ballard
A recent spate of private-equity
investments made the first
quarter of 2018 a record start to
the year for global private-equity deal making, according to
data from Preqin Ltd.
More capital was invested than
in any opening quarter in the
data provider’s records. Private-equity firms invested $116
billion globally through 1,023
deals in the three months
through to the end of March,
Preqin said.
The amount was the highest for
any first quarter of the year in
Preqin’s records, surpassing the
previous record first quarter of
2015, when 964 deals were
closed worth $102 billion. The
number of deals was little
changed from recent quarters.
Preqin said it expects the final
figure for the first quarter of
2018 to rise still further as more
data becomes available.
The record first quarter was
driven by megadeals of more
than $1 billion. There were 24
deals of that size accounted for
81% of the quarter’s total deal
value, or $94 billion, Preqin said.
Recent megadeals included in
Preqin’s figures include Carlyle
Group LP and GIC Private Ltd.’s
acquisition of the specialty
chemicals business of Dutch
paints giant Akzo Nobel NV for
€10.1 billion ($12.4 billion) in
continued on page 23,
see RECORD
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LEN SMALL FOR WSJ PRO PRIVATE EQUITY

By Jaewon Kang
Private-equity firms are shopping for younger, healthier food-and-beverage
brands, but the risks associated with those brands are growing.
Private-equity and strategic buyers continue to pump more money into the
food-and-beverage sector as they seek to capitalize on increasing consumer
demand for healthier eating options. The health-and-wellness category, which
drives much of the sector’s deal flow, is experiencing fierce competition for
new breakout brands. But more firms find that to compete they must adapt
their strategy by buying younger companies, writing larger checks and
stomaching greater uncertainty.
“People feel more comfortable paying higher valuations at earlier stages,” said
Pierre LeComte, a managing director at TSG Consumer Partners. “It’s competitive. There’s a lot of dollars chasing fewer deals.”
Firms are looking to capitalize on a sea change among consumers, who
increasingly want food made from healthier, natural ingredients without sacrificing convenience. To better compete, private equity is dipping down earlier
in the life cycle of food-and-beverage companies to capture growth more
quickly. The average size of deals by private-equity firms clocked in at $215.5
million in 2017, down by more than half compared with 2013, according to
data provider Dealogic Ltd.
“The demand for organic, natural products used to come from fairly small,
selective markets like Austin and Boulder,” said James Manges, a partner and
head of the consumer practice at Trilantic North America. “The demand has
continued on page 20, see FOOD
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GARCIA’S TAKE: FOR MIDSTREAM-FOCUSED
FIRMS, WATER IS THE NEW BLACK GOLD
By Luis Garcia
Midstream oil-and-gas investors’
newest “black gold” runs clear.
Private-equity firms are pumping
more money into pipelines and
other infrastructure aimed at disposing of water produced alongside oil and gas.
Such infrastructure is becoming
important as booming oil-and-gas
production, particularly in regions
like the Permian Basin of West
Texas and southern New Mexico,
has heightened the need for better
water management in the industry.
Permian wells last year recorded a
median water-to-oil production
ratio of slightly more than four to
one, according to a presentation
from Digital H2O Corp., a developer
of water-management software for
the energy industry. Although that’s
down from the 2014 levels, the
region produced a total of more
than 340 million barrels of water a
month as of November last year,
Digital H2O’s presentation showed.

CRACK AND PACK:
HOW COMPANIES
ARE MASTERING THE
NEW TAX CODE
By Ruth Simon and Richard Rubin
Dallas attorney Garry Davis plans
to break up his immigration-law
practice. One firm will have all
the lawyers. The other will record
the profits.

The sheer volume makes traditional
truck hauling a less viable option
for removing water from production sites, private-equity executives
said. Instead, they said producers
are turning more to pipeline networks to gather, treat and transport
produced water to disposal wells,
with a portion of it being reused in
fracking operations.
“You just can’t get enough storage
or trucks on the specific location
to manage that water volume.
You can’t do it economically and
that’s why piping makes |so much
sense,” said Jason Downie, a
co-founder and managing partner
at Tailwater Capital.
The shift creates investment opportunities for midstream investors like
Tailwater. In 2016, the Dallas-based
firm made an initial investment of
$80 million in Goodnight Midstream LLC, which owns water-disposal facilities in North Dakota and
the Permian and is building a produced-water pipeline in New Mexico.

It’s just one of many strategies businesses are exploring as they pore
over the biggest rewrite of U.S. tax
rules in decades. Mr. Davis’s
approach, which some have
dubbed “crack and pack,” seeks to
get around a provision denying
high-earning lawyers, doctors and
other professionals a tax break
available to plumbing contractors,
restaurateurs and architects.
By separating the lawyers from
other parts of the business, he
hopes to lower the business’s over

© Dow Jones & Company, Inc. All rights reserved.

Meanwhile, Five Point Energy
plans to invest around a third of
a new $750 million fund in the
water-management sector, WSJ
Pro Private Equity previously
reported. The Houston firm committed $200 million in 2016 to
form WaterBridge Resources LLC
and has actively expanded the
water-management platform
through acquisitions.
Exactly how these and other
bets on water-focused midstream
businesses will pay off remains
to be seen. The industry is still
developing. As producers face
growing pressure to manage
water more efficiently, however,
midstream private-equity firms
that moved into water potentially
stand to reap the rewards.
“We think it’s a very, very
compelling market opportunity,”
Mr. Downie said. “We believe this
should be looked at as a real midstream business.”

all tax bill while changing little in
his day-to-day operations.
Long before most clarifying regulations have been issued, the new
law has led to a burst of activity in
tax circles as lawyers, accountants
and businesses look for ways
around some of the proposals
meant to pinch them—and for ways
to extend the reach of new tax
breaks. For owners of closely held
businesses, that can mean splitting
continued on page 22,
see TAX CODE
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SMALL BUSINESS
THINKS
BIG ABOUT
RECRUITING
By Ruth Simon
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“They are going to have to get much
more creative going forward.”
Some firms are using benefits to gain
an edge. True North, a two-year-old software-services company in San Francisco,
gives its 50 or so employees a $1,000
annual bonus, to be used when they
take vacation.

said Ms. Burkett, who has 17 employees.
Some companies are targeting highschool students in an effort to build and
strengthen their talent pipeline. GW
Plastics Inc., G -6.39% a plastics and
contract manufacturing company based
in Bethel, Vt., brings students from two
local high schools to its plant, where
they take for-credit classes in advanced

The tight labor market is forcing small
and midsize companies to work harder
to recruit and retain employees. Some
firms are partnering with local schools or
unions, while others are paying vacation
costs, beefing up internship programs or
adding new locations where labor isn’t
as scarce.
Mack Molding Co., a contract manufacturer and plastics molder in Arlington,
Vt., has been bolstering its internship
program in an effort to woo college students who could eventually become fulltime employees. Interns now handle
specific projects, such as helping develop prototypes for new surgical instruments and creating training videos,
instead of spending hours on routine
tasks like filing and data entry.
Mack sweetened the pot last year, offering interns and recent college graduates
the choice of a summer membership at
the local gym or golf club. It gives
recruits “an opportunity to socialize” and
see how they could build a life in Arlington, said Jeff Somple, president of Mack
Molding, which has 600 employees and
is a unit of privately held Mack Group.
Nearly two-thirds of small business
owners reported facing a shortage of
skilled workers, according to a February
survey of 739 firms for The Wall Street
Journal by Vistage Worldwide Inc.
Eighty-seven percent of firms have
increased recruiting, while nearly 60%
have boosted wages.
Many firms are also testing new strategies. “Employers are getting more creative in attracting and retaining workers,”
said Mark Zandi, chief economist at
Moody’s Analytics.

6 | www.generational.com

A room falls quiet between shifts at
Mack Molding
“It’s given our recruiting team an
interesting story to tell,” said True North
co-founder Brian Samson.
Other small firms are turning to interns.
Jill Vitiello, chief executive of Vitiello
Communications Group in North Brunswick, N.J., plans to hire her first intern,
from Rutgers University, this fall. Ms. Vitiello, who has 20 employees, typically
uses her network to locate new hires
but has struggled to find recruits with
the digital and programming skills
she needs.
Sheila Burkett, chief executive of Spry
Digital SPR 1.05% LLC in St. Louis, which
builds digital platforms, now has three
interns instead of one. “Being small, it’s
hard to compete with the big companies throwing lots of money at talent,”

LIBBY MARCH FOR THE WALL STREET JOURNAL

manufacturing. Students from one class
helped design and manufacture a
plastic cellphone cradle, which they sold
as a school fundraiser.
GW added a second high school to the
program last fall and hopes to bring on a
third. The company also last year
expanded a scholarship program that
covers the cost of tuition and provides a
paid internship to students pursuing a
degree in mechanical engineering technology at Vermont Technical College.
APT Manufacturing Solutions, a robotics
and automation company based in
Hicksville, Ohio, three years ago created
a training center at its plant where highschool students can receive up to 10

continued on page 21, see SMALL
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MEN LEARN HOW TO BE ‘ALLIES,’ WITHOUT
FEAR, TO FEMALE COLLEAGUES
By John Simons
Being a male ally in the era of
#MeToo takes some practice.
Jeremy Sussman, a Google product
manager, recently told a young
woman sitting beside him, “I’ve
noticed your work and you’re
very good.”
The visibly uneasy Mr. Sussman, who
is 49, continued to explain that he
has mentored other women in the
past. “And if you want to have that
kind of conversation, I’m willing to
do it,” he said.
The woman responded positively,
but Aloke Desai, a 24-year-old software developer on Google’s Docs
team, interrupted the conversation.
“I don’t know,” Mr. Desai said. “I got a
little date-y vibe from it.”
The exchange was part of a training
exercise at last week’s Male Ally
Summit, where 90 men, predominantly from the tech industry, gathered for a day of workshops, panel
discussions and role-playing sessions
at an event space in New York. The
conference, organized by the nonprofit women’s organization AnitaB.
Org, was designed to help men who
want to serve as mentors and advocates for female co-workers but
also want guidance in navigating
the supercharged atmosphere some
workplaces have become for
male-female working relationships.
#MeToo has a lot of men watching
their step—but not always in ways
that are helpful to women. After a
number of powerful men lost their
jobs over sexual-misconduct allegations, many others—unsure of how to
engage with women at work—are

responding by distancing themselves from female colleagues. They
are sidestepping one-on-one meetings, ducking out of after-work
drinks and, in some cases, leaving
women out of the day-to-day interactions that build professional relationships and further careers.
Nearly half of male managers said
they were uncomfortable joining a
woman in a common work activity,
such as mentoring, working alone or
socializing together, according to a
recent survey of about 3,000
employed adults from LeanIn.Org, a
nonprofit organization that aims to
support women’s careers. And 55%
of American men said the increased
BRIANA ELLEDGE
focus on sexual harassment
and
assault has made it harder for them
to know how to interact with
women at work, according to a new
Pew Research Center Poll of more
than 6,000 adults.
Men like the 90 gathered at the
Male Ally Summit in New York say
they are doubling down on their
commitment to help women
advance by coaching them and calling out biases. Most attendees said
they found out about the event
through friends or co-workers. Many
said they were expensing the $250
admission fee for the event to
their employers.
The conference’s keynote speakers
were Brad Johnson and David
Smith, co-authors of “Athena Rising:
How and Why Men Should Mentor
Women,” published by Routledge in
2016. They said instead of pulling
away from female co-workers, men
should actively pursue more equality
at the office.

“What that means is more coffees,
more dinners, more mentorship,” Mr.
Johnson said, adding that men
need to find a way to offer help
without simply opening with “I’d
like to be your mentor.” Any offer
of mentorship should always be
accompanied by a concrete observation about the potential mentee’s
work performance, he said.
The two authors noted that women
receive less mentoring when men
wait for those relationships to form
in an organic way and now some
men are reticent to extend the offer.
“They truly are scared that they’re
going to say the wrong thing, do
the wrong thing, but some men
are using this as an excuse,”
said Mr. Smith.
Kyle Fritz, a software development
engineer at Audible, said he isn’t
comfortable assuming the mantle of
male ally just yet. He has been training as a manager with a team of
four men and one woman at the
Amazon Inc.-owned audio entertainment company for six months. In
that time, he says he has been putting male allyship into practice,
mostly by employing calculated
strategies to involve women more.
Early on, Mr. Fritz noticed a pattern
in his team’s unstructured brainstorming sessions: “The guys would
get animated, snatching pens out
of each other’s hands to write on
the whiteboard,” he said. Meanwhile,
the team’s only female, who has
more experience than the men,
would withdraw.
To give her more of a voice, Mr. Fritz
continued on page 18, see MEN
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WHAT’S ON YOUR MIND? BOSSES ARE USING
ARTIFICIAL INTELLIGENCE TO FIND OUT
By Imani Moise

THOMAS FUCHS

Human-resource departments are
becoming a bit less human as companies turn to artificial intelligence
for help with hiring and firing—and
to learn how employees really feel
about their bosses.
Every year at SPS Companies Inc.,
most of the steel processor’s 600
employees, from warehouse staffers
to top executives, fill out a 30-minute confidential survey that asks,
among other things, whether they
feel micromanaged and whether

they feel their managers support
their professional growth. One question challenges survey-takers to
gauge how respected and valued
they feel within the organization.
This year, for the first time, the Manhattan, Kan.-based company tapped
an artificial-intelligence tool called
Xander to analyze responses. Xander
can determine whether an employee feels optimistic, confused or
angry, and provide insights to help
manage teams, the tool’s developers

at Ultimate Software Group Inc.
ULTI -2.00% said.
From a block of text, the software
analyzes answers to open-ended
questions based on language and
other data, assigning attitudes or
opinions to employees.
One top executive at SPS learned
from recent survey analysis that he
needed to work on his temper. “One
of my lowest scoring items was
maintaining my composure under
continued on page 15, see ARTIFICIAL
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THE INSTANT MESSAGE GENERATION GAP
By Sue Shellenbarger
A new wave of instant messaging at
the office is changing communication, and some older workers are
scrambling to keep up.
Instant messaging at work has
expanded rapidly in the past three
years. Companies are racing to
adopt secure workplace apps to
replace the consumer apps young
employees have been bringing to
the office on their smartphones for
years, such as WhatsApp and Facebook Messenger.
The trend is driving a shift in workplace habits, as employees respond
to a stream of instant messages
while toggling among email, voice
mail and other tools. While some
older workers who have grown up
with email see IM as annoying or
distracting, they’re finding “you
adapt or you die,” says Allison Tabor,
a San Ramon, Calif., executive coach.
Andy Pittman, 54, resisted using
instant messaging for as long as
possible last year after becoming a
senior executive at ShelfGenie, an
Atlanta-based home-improvement
franchising company. While most of
his colleagues, who are in their 30s
and 40s, communicate via Slack,
Mr. Pittman, who became chief
executive officer in January, preferred email.

including one that portrayed him as
a Teletubby. “I didn’t think any of
them looked like me,” Mr. Pittman
says. He posted a photograph of
himself instead.
While email is still the leading form
of business communication, IM
accounts are expected to grow 8%
annually for the next four years, to
8.6 billion world-wide, says the Radicati Group, a Palo Alto, Calif.,
research firm. Employers say they
reduce the need for meetings and
make it easier to sustain conversations among team members, share
updates and get quick tips and
answers. Email can seem clumsy,
slow and officious by comparison.
While young workers tend to enjoy
the social ties instant messaging can
promote, some older workers see all
the banter as TMI. Tim Tolan sets
aside one channel on Slack for personal photos, videos and stories
posted by his employees, who are
mostly in their 20s and 30s. Mr.
Tolan is CEO of the Tolan Group,

a St. Augustine, Fla., affiliate of
the Sanford Rose executivesearch network.
Mr. Tolan, 59, admits he’s taken
aback sometimes by what employees share, including photos of their
lunches. “I come from a different era,
and I tend to be a little more of a
private person,” he says. “I don’t really need to see a plate of spaghetti.”
But he recently bent to the trend
by posting photos of his Costa Rica
vacation with his wife. “I don’t want
them to think I’m an old fogey,”
he says.
Younger workers also tend to be
more comfortable with taking
instant messaging home with them.
Nearly one in five employees who
drive send or read work-related text
messages while driving, according to
a 2017 survey of 1,146 employees.
Employed drivers under 45 are more
than twice as likely to text behind
the wheel as those 45 and over, says
the survey, conducted by Harris Poll
for Travelers Cos.
continued on page 18, see INSTANT

Slack, one of the most widely used
messaging apps, allows group chats,
direct messaging to individuals, and
voice and video calls across multiple
devices. Mr. Pittman learned to use
Slack after colleagues pressed him
to do so. But he drew the line when
they insisted he create a cartoon bitmoji to represent himself on the
app. A colleague offered a gift card
to any co-worker who could design
one Mr. Pittman liked, but he wound
up rejecting all 10 of their images,
TAYLOR CALLERY
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COMPANIES PRESSURED TO PAY MORE IN
OVERTIME WONDER IF IT’S WORTH IT
By Rachel Feintzeig and
Lauren Weber
Companies are paying millions
more dollars in overtime wages as
they struggle to find new hires
in an economy that is near
full employment.

In a typical week, Mr. Green earns
$500 to $600 in overtime, which
sometimes nearly doubles his regular paycheck. “I’ll probably do it for
as long as I can,” the 37-year-old said

forecasting group in Princeton, N.J.
The unemployment rate stood at
4.1% in March.
“Full employment” doesn’t necessari-

Sales at Weifield Group Contracting
Inc. were up 15% in February compared with the prior year, but applications for open jobs at the electrical-systems installer are dwindling.
To fill the labor gap, the Centennial,
Colo., company asked workers to put
in 4,500 hours of overtime in January and February, 50% more than in
the same period a year earlier. In
all, Weifield spent $588,000 on overtime for its 400-odd employees
last year.
Seth Anderson, chief executive of
Weifield, said overtime has diminishing benefits. After a couple of
50-hour weeks, workers don’t install
wires and fixtures as fast, and some
people start refusing extra shifts.

MICHAEL BUCHER/THE WALL STREET JOURNAL

“There are some guys that will not
work overtime. You can’t pay ’em
enough to work overtime,” Mr.
Anderson said.

Construction continues in Denver, the most competitive U.S. housing market
according to Redfin

For companies shelling out more
pay at time-and-a-half rates, the
wage drain cuts into profits and can
affect new investments. For workers
who qualify for overtime, the extra
hours can be a boon and a burden.

The Labor Department tracks overtime hours in U.S. manufacturing,
where the weekly average for a nonmanagement employee rose to 4.8
hours in February, its highest point
since April 2000. It edged down to
4.6 hours in March.

Randy Green, a foreman at Saunders
Construction Inc., has been working
55 to 60 hours a week to help build
a 24-story apartment building in
Denver. He says it has been hard to
balance his work schedule and time
with his family, including his
11-month-old son, but the money is
hard to pass up.
10 | www.generational.com

of his six-day workweeks.

“When the reservoir of unemployed
and underemployed workers shrinks,
then you are going to have to ask
your existing workforce to put in
extra hours, and we’re seeing that
across the board,” says Bernard Baumohl, chief global economist at
the Economic Outlook Group, a

ly mean every American who wants
a job has one. Economists use the
term to describe the point where
unemployment can’t go lower without generating price and wage pressures. They are split on where that
exact unemployment rate is, but
earlier this year nine in 10 forecasters
said the U.S. economy was at or
close to full employment.
Some employers are trying to mitigate worker shortages by putting
money into labor-saving equipment.
Wabash National Corp. makes comcontinued on page 19, see OVERTIME
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AN INSIDERS’ GUIDE TO THE NATIONAL PARKS
By Kathryn O’Shea-Evans

IN 1872, when Congress earmarked
land for the first national park, Yellowstone, as a “pleasuring-ground
for the benefit and enjoyment of
the people,” it surely had no idea
just how enjoyable those wild lands
would become. More than four million visitors rolled into Yellowstone
last year. Other national parks—like
the Grand Canyon, Yosemite, Great
Smoky Mountains—claim even
more tourists. In the height of summer, you’ll find logjammed roads
and backpacking swarms on the
major trailheads.
No wonder Edward Abbey, that eloquent worrier, fretted in his seminal
book, “Desert Solitaire,” that the
national parks might become
national parking lots—and that was
50 years ago. But the most famous
parks are famous for good reason,
and, if you go deep enough, there’s

longer, a trail a bit higher and you’ll
find the most satisfying seclusion.”
Jeffrey Olson, a public affairs officer
for the National Park Service, offers
another tip for crowd-avoidance: “I
have never seen people more polite
and respectful of each other’s space
than at sunrise.” For more advice on
treading wisely in and around four
of the country’s busiest national
parks, we asked a few locals to
lead the way.

Arizona
Grand Canyon National Park

The SHUTTERBUG
Mike Buchheit

Photographer and
Director of
the Grand Canyon
Association
Field Institute
WALK THE WALK //
Grandview Trail. Miners used this
treacherous trail back in the day to
access copper mines in the canyon.
Walking 3 miles in to Horseshoe
Mesa gives you a good look at what
trails looked like a hundred years
ago, with creepy ledges and abrupt
switchbacks (check with rangers for
trail conditions before you go). In the
summer you might see rare California condors, with an 8-foot wingspan.

GETTY IMAGES

Forests in Rocky Mountain National Park are
prime orchid habitat.

no reason to steer clear. “There’s
space for everyone,” said Ken Burns,
who visited more than 20 parks
while filming “The National Parks:
America’s Best Idea.” “With just a little effort, you can follow a path a bit

DRIFT OFF // Wilderness River
Adventures Glen Canyon Float Trip
Experience. This outfitter offers single-day smooth-water float trips on
the last 15 miles of Glen Canyon,
adjacent to the Grand Canyon. Sheer
walls, no white water and crackerjack guides.

Trail. The north rim gets a fraction of
the visitation of the south, and this
easy-to-moderate, 4-mile round-trip
trail is one of the least used.
SILVER SPREE // Hopi House. I send
collectors to this 1905 “pueblo revival” shop—a 15-minute drive from the
South Entrance—for textiles and
etched silver jewelry by regional
Hopi, Navajo and Zuni artists.

North Carolina and Tennessee
Great Smoky Mountains
National Park

The NATURALIST

Lynn Frierson Faust
Author of ‘Fireflies,
Glow-worms and
Lightning Bugs’
(University of Georgia Press)
TRAIL BLAZER //
Alum Cave Trail. The hike is a 5-mile
round trip, steep and rocky, with
amazing views of the Smokies. You
walk along a river and go through
little caves before you reach Alum
Cave, a huge saltpeter bluff that was
mined in the Civil War for gunpowder. Farther up the trail
is bucket-list LeConte Lodge, which
can only be reached by foot.
NIGHT LIGHT // Cades Cove. I bicycle
around this valley on the western
end of the park by full moon; it’s
wonderful because they close the
roads to cars. Start at dusk in June
to see big dipper fireflies and the
pink mountains.
BUGLE BOYS // Cataloochee Valley.
The drivable North Carolina side of
the park is much less crowded; this
old high-mountain valley has huge
herds of elk you can hear bugling.

SECRET SPECTACLE // Cape Final

© Dow Jones & Company, Inc. All rights reserved.
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SPY ME A RIVER // Little River. People on the verge of a
nervous breakdown go sit by this roadside river (the best
stretch is in Elkmont, Tenn.) and feel a whole lot better
afterward. You never know what you’re going to see—
bear, skunk, otter. I’ve counted more than 50 species of
wildflowers in spring.

California Yosemite National Park

SPRING / SUMMER 2018

FILLING STATION // Tioga Gas Mart. A lot of park rangers
drop down to this gas station and live-music venue for
their fish tacos. 2 Vista Point Dr., Lee Vining;

Colorado Rocky Mountain National Park
The Conservationist
Estee Rivera Murdock
Executive Director, Rocky Mountain Conservancy

The RANGER
Jamie Richards
Yosemite National Park Ranger
HISTORIC HIDEOUT // The Majestic
Yosemite Hotel. One of the most historic lodges in the National Park Service [it was built in 1927], formerly
known as the Ahwahnee, is a nice
place to take a book and relax after
hiking the trails—the ambience is
lovely. When it’s cool, the fireplaces are going. From
$510 a night.

GO DEEP // Rocky Mountain Conservancy Field Institute. Have a naturalist
take you into the forest to see orchids
or berries you can sample, or to hold
in your hand, then release, hummingbirds they’ve banded for research.
DRINK LOCAL // Bird & Jim. This new farm-to-table
restaurant, a minute from Beaver Meadows park
entrance, is named after early park pioneer Isabella Bird
and her friend Jim Nugent, with pictures of Bird summiting Long’s Peak in woolen ladies attire. It’s a local
favorite for happy hour. 915 Moraine Ave., Estes Park.

HIGH PROFILE // Cloud’s Rest Trail. This is one of the tallest peaks in the area, and standing up there feels like
you’re floating in the clouds, with great views overlooking Half Dome. You want to leave before 6 a.m. so you
can be up the 7 miles and back before afternoon thunderstorms roll in.

STAY OUTSIDE // Kruger Rock Trail. There’s a beautiful
area just outside Estes Park called Hermit Park Open
Space. I did Hermit’s 4-mile round-trip Kruger Rock hike
with my 6 year old. It’s switchback-y and meanders,
with views of the park’s peaks and Estes Valley.

FREE RANGE // Cathedral Lakes Trail. This moderate 3.4mile (one way) Tuolumne Meadows trek retraces areas
conservationist John Muir hiked on his way to Mt. Whitney. You might spot pikas—they look like a splice
between a mouse and a chipmunk with really big ears.

FINE PRINT // Macdonald Bookshop. This is an old 1908
forest-service cabin that became a riverside bookstore in
1928, and is owned by the granddaughter of the original
owners. It has local-interest books and events all the
time. 152 E. Elkhorn Ave., Estes Park.

ALAMY

The less-trafficked Cataloochee Valley in Great Smoky Mountains National Park.
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AN ABSURDLY INEXPENSIVE EUROPEAN HOLIDAY:
THE LUXURY OF KRAKOW
By Dale Hrabi

GETTY IMAGES

The Wawel Castle and Cathedral in Krakow.

A CERTAIN TIGHTWAD attitude led
my husband and me to Krakow last
Easter on our annual spring holiday.
The previous years, we’d vacationed
extravagantly in Japan, spent
too loosely in London and undertaken an overly ritzy tour of Switzerland, complete with $5,000
impulse watch buys. It was time
to economize.
Poland, we’d heard, was mercifully
cheap. While I wasn’t enthusiastic at
first, worried the country would be
grim with vestigial Communism and
the scars of World War II, friends said
they’d eaten there like kings. Hedonism cut with a little bleakness
seemed an interesting mix.
We settled on a week in Krakow,
which the occupying Nazis had chosen as their Polish home and so not
bombed to ruins. When our taxi
deposited us at the edge of Krakow’s beautifully intact medieval

Old Town, a bittersweet awareness
of the city’s narrow escape was inescapable. Our hotel, on the oldest
cobblestoned street of all, immediately made it clear, however, that
this Polish version of “bargain travel”
was going to be enjoyable.
The 5-star Hotel Copernicus, so
named because the famed astronomer lodged in the three-story
renaissance building when passing
through town, welcomed us with
courtesy, austere luxury and crazily
abundant sprays of pussy willows, 4
feet tall in simple glass vases. Spring
has its fans at the Hotel Copernicus.
Though our room only set us back
around $200 a night (the exchange
is not quite as favorable in 2018), it
was vast, even echoey, frescoed, with
a high, timbered ceiling and a beckoning, baronial oak bed. Two leather
armchairs faced each other in the
middle, almost lonely in all that

© Dow Jones & Company, Inc. All rights reserved.

space. Our tiny room in Tokyo,
twice as costly, seemed a cruel
joke in retrospect.
We would go on to have many frugal meals that week, paying as little
as $4 for an ample entree of tender
pierogi, $2 for horseradishy beetroot
cream soup, but that first night, we
splurged. We went downstairs to our
hotel’s own renowned restaurant,
the 22-seat Copernicus, having
signed up for the formal seven-course spread with some trepidation, being more of an eat-takeout-pasta-on-the-couch-whilewatching-cable-news kind of couple
back home in Brooklyn. The first
sign that something special was
afoot: Our table for two was so big it
could have accommodated six diners, eight if they were chummy. (This
ALAMY
does not happen in New York.) The
second sign: Beside our plates, along
with the odd knife, our waiter ceremoniously placed an array of forks
www.generational.com | 13
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and spoons facedown, which
seemed vaguely Wiccan.
Then the courses began their
parade—tarts, terrines, brûlées—more
than justifying the roughly
$75-per-person cost, especially since
our impeccable waiter kept slipping
in extra unofficial courses; I counted
both a pre- and a post-dessert.
Perhaps unwisely, I capped off this
meal with a swim in the hotel’s pool,
tucked atmospherically into a shadowy, catacomb-like stone cellar,
and had it all to myself once two
larking New Jersey tweens retired
for the night.
As the days unfolded, this sense of
luxury—angst-free because it cost so
little—manifested in many ways.
Above all, we had the luxury of time:
hours to wait among joking Poles for
the “best haircut in town” (about
$14) at Butter Cut, a barbershop in
the former Jewish quarter, Kazmierz,
a still-down-at-heel hipster enclave;
hours to chug along the Vistula
River in a barely populated boat
called the Peter Pan, wrapped in
blankets as we passed a circa-1930s
riverside police station, and a pipedin radio station played a song called,
aptly, “It’s Easy to Be a V.I.P.”
Old Town doesn’t lack attractions—
including the Planty, the picnic-ready park that rings it—but Easter’s imminence brought on a new
level of splendor. A country that’s
96% Catholic isn’t about to downplay the holiday. All manner of eggs
sprouted up: foot-tall white plastic
ones in feather nests as décor at
restaurants; 4-inch plaster ones
tucked into the pussy willows at
our hotel; basket upon basket of
pisanki, the traditionally decorated
eggs, at the Easter market in the
main square.
Before taking a proper wander
through the market with its braided
breads, toothsome iced cookies,
T-shirts printed with ‘60s Polish cars,
and edible “wrenches” and “ham14 | www.generational.com
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mers” rendered in chocolate, we
stopped in at Café Noworolski for a
beer. When the main square was
forcibly re-christened Adolf Hitler-Platz during the war, SS officers
took over this art nouveau cafe, and
its faded opulence, all red velvet and
Slavic filigree, still felt haunted.

We sensed the presence of Nazi
ghosts, too, in the city’s main tourist
draw, Wawel Castle, a grand pile of
architectural styles atop a hill just
outside Old Town. In 1939, the Germans ousted the castle’s rightful
tenants and installed governor-general Hans Frank, who would go on to
continued on page 19, see KRAKOW

THE LOWDOWN
A THRIFTY LUXURY-SEEKER’S GUIDE TO KRAKOW, POLAND
GETTING THERE: Most flights from the United
States to Krakow require a stop in Warsaw, Vienna,
Munich, Frankfurt or a several other major European
airports. LOT Polish Airlines, the national carrier,
operates one non-stop weekly from Chicago (aboard a
Boeing 787 Dreamliner) to Krakow.
STAYING THERE: For austere luxury, spacious rooms
and a prime location in Old Town a few hundred feet
from Wawel Castle, try Hotel Copernicus. The historic
renaissance building has undergone a chic, but
respectful renovation with a glass-covered atrium and
a glass elevator that shoots through its interior and
down to the moody stone cellar, home to a lap pool
and a full-service spa. The included breakfast features
waffles on demand. From about $265 a night, copernicus.hotel.com.pl. Wentzl Hotel is more modest but
well situated right on the main square; try to book a
room with a balcony facing the square. From $113 a
night, wentzl.pl/en. In 2016, the Hotel Indigo (part of
the InterContinental Hotel Group), opened just south
of the Kazimierz district, putting a vividly modern spin
on an early 19th-century building. From about $102 a
night, ihg.com/hotelindigo

DALE HRABI/THE WALL STREET JOURNAL

EATING THERE: Copernicus Restaurant offers high-end Polish-inflected continental cuisine and
scrupulous service with 5-course, 7-course and 12-course options, starting at about $58 a person.
Kanonicza 16, 33-332 Kraków, copernicus.hotel.com.pl. Café Noworolski, located right in the main
square, is more about ambiance and a glimpse of old-school Poland. Stop in for a beer and people-watching opportunities, Rynek Główny 1, 31-005 Kraków, noworolski.com.pl. For good, simple,
extremely affordable, homestyle Polish food in a sweet setting, try Kuchnia y Dorota. Standouts
include: pierogi, potato pancakes and the cutlet mielony (ground port cutlets). Augustianska 4. For a
romantic al fresco meal, La Campagna Trattoria, an upscale but affordable Italian restaurant, has a
beautiful landscaped courtyard dotted with generously spaced tables. Kanonicza 7,lacampana.pl.For a
special meal including accessibly priced caviar, stop in at Pod Nosem, Kanonicza 22, 31-002
Kraków,kanonicza22.com
CONFRONTING HISTORY THERE: About a 90-minute drive from Krakow, Auschwitz - AuschwitzBirkenau makes for an essential, if harrowing, day trip. To visit, it’s best to book a private tour. auschwitz.org/en. Oskar Schindler’s Factory (featured in “Schindler’s List”) is now a museum across the
river from Old Town. It tends to be mobbed, unlike a lot of Krakow, but is a fascinating, sobering trip
back in time. 4 Lipowa St., oskarschindlerfactory.com
SPLURGING THERE: For bigger budgets, Gwen Kozlowski at travel outfit Exeter International
arranges high-end—but still high-value—itineraries for Krakow and throughout Poland. exeterinternational.com
GETTING A HAIRCUT THERE: Should you want to experience Krakow’s ritualized, jocular version of
a hipster Brooklyn haircut, head to Butter Cut. Be warned: Avid, loyal clients start loitering outside the
shop even before the doors open (as should you) and the wait, though managed via an honor system,
can be an hour or two. From about $14, Kupa 2, 33-332 Kraków, buttercut.pl
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ARTIFICIAL
continued from 8
stress,” he said of the feedback from
his direct reports. On the bright side,
Xander reported that the manager’s
staff felt he was fair and honest.
Research shows that emotions are
key to understanding what motivates employees. How people feel
often determines if they go above
and beyond in the workplace or
underperform, says Jason Hite, chief
people strategist at HR consultancy
Daoine CentricLLC. It can also
explain why people leave.
Companies have used technology to
track employee actions and help
boost productivity for years, but now
some are turning to software to sniff
out differences between what
employees say and how they feel.
At First Horizon National Corp. , a
regional bank based in Memphis, it
once took a team of six human
resource personnel three months to
pore over 3,500 surveys. Managers
would take another five months
to submit action plans based on
the data.
“By the time they got started we
were getting ready to do another
survey,” says Mario Brown, manager
of leadership assessment and development at First Horizon.
Using Xander, First Horizon could
slice and dice the feedback as soon
as the survey closed. One insight the
company gained from the survey
was that it needed to work on its
training program.
Steel company SPS streamlined its
health-care plan offerings after survey results showed the options confused and overwhelmed employees.
HR staffers have used some of the
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time saved processing survey results
to start new mental and physical
health initiatives for employees,
including a wellness blog.

rithm might notice a higher rate of
absences for people with disabilities
and recommend against employing
them, for example.

More than 40% of employers worldwide have implemented artificial
intelligence processes of some
kind, according to a recent study
from Deloitte.

The Equal Employment Opportunity
Commission, the U.S. regulator that
enforces laws preventing workplace
discrimination, hasn’t issued official
rules determining how artificial
intelligence can be used in
human-resource decisions, but a
panel convened by the agency in
2016 concluded that the technology
can potentially create new barriers
for opportunities.

But as AI tools infiltrate HR departments, regulators are struggling to
keep up.
A number of software companies
including HireVue Inc. and Syndio
offer artificial-intelligence tools to
help make decisions about hiring,
firing and compensation. That worries employees who are wary of
being psychoanalyzed by software,
and some employment lawyers fret
that AI programs might contain
biases that could lead to workplace
discrimination.
“I’m fully aware of a handful of
people who didn’t want to take
the survey because they had a
fear of being tracked,” says Corey
Kephart, vice president of human
resources at SPS.
Since most emotions are communicated nonverbally, programs that
solely rely on text can miss the bigger picture, said Julie Albright, a digital sociologist at University of Southern California. Artificial intelligence
might one day be trained to recognize signs of depression and other
emotions in facial expressions and
voice tones, she said, but the technology isn’t there yet.
Any algorithmic bias is likely to have
an outsize impact on minorities and
other protected classes of employees, said Garry Mathiason, an attorney at Littler Mendelson P.C. who
specializes in artificial intelligence
and employment law. A hiring algo-

© Dow Jones & Company, Inc. All rights reserved.

Mr. Mathiason said he expects official guidelines from the EEOC in the
near future. In the meantime, companies can avoid legal gray areas by
keeping human review as part of
any AI-enabled decision-making
process and by disclosing how the
AI is being used, he said.
Though confidential, the surveys
aren’t anonymous. Xander can take
into account an employee’s demographic data, previous surveys, and
other background information when
analyzing responses. Ultimate Software said the tool has safeguards in
place to protect confidentiality. For
example, a manager may need a
certain number of direct reports
to respond to a survey before gaining access to verbatim responses
to make it harder to identify who
said what.
The company said Xander can’t
always get it right—but neither
do people.
It still requires humans to pick
up body language cues, and “even
humans only catch sarcasm
half the time,” says Suhail Halai,
Ultimate Software’s head of
customer experience.
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EUROPEAN
BUYERS

ated its appetite for acquisitions after
Tennessee-based International Paper
Co. in late March made a second bid
to buy the Irish firm, which Smurfit
Kappa rejected.

and acquisitions team. “This is certainly not helpful for transactions,” he said.
A long-lasting trade conflict between
the U.S. and China would also discourage deal making, bankers say.

this period since 2006 and up from
$37.59 billion worth of deals struck in
the same period last year.

“The U.S. is a growing market in terms
of our business,” Smurfit Kappa CFO
Ken Bowles said, adding that a larger
footprint in the U.S. would allow the
company to take advantage of bright
economic prospects.

European buyers must also contend
with sticker shock, as U.S. companies
often trade at higher valuations than
their European peers. Companies in
the S&P 500 command an average
trailing price earnings ratio of 18.9,
compared with 15.1 for the Stoxx
Europe 600, according to Thomson
Reuters Corp.

continued from 1

The total number of European acquisitions of U.S. companies declined to
113 in that period of 2018 from 172 in
that part of 2017, according to
Dealogic, an indication that this year’s
deals are often larger.
Sanofi SA, the French pharmaceuticals
company, and AXA SA, the French
insurance company, have both made
big U.S. transactions, with Sanofi
spending over $11.4 billion for
Waltham, Mass.-based Bioverativ Inc.
in January. AXA in March said it would
buy XL Group Ltd. for $15.3 billion.
The drop in the U.S. corporate tax rate
to 21% makes U.S. businesses more
alluring to European buyers, as does
the pullback in the U.S. dollar, which
is down nearly 15% against the euro
since Dec. 2016.
Wärtsilä Corp., the Finnish maker of
marine engines and power plants, is
planning to spend hundreds of millions of euros on acquisitions this year.
The company is following 15 to 20
companies, including some in the U.S.,
said CFO Marco Wiren.

The company’s last sizable U.S. transaction was the acquisition of a company called Bates Container LLC for
$150 million that closed in 2015.
However, uncertainty about
Washington’s stance on foreign takeovers could make some buyers pause.
President Donald Trump blocked
the takeover of Qualcomm Inc. in
March, citing concerns about
national security.
Deal makers are also likely to proceed
with caution amid escalating trade
tensions between the U.S. and China,
which have triggered wild swings in
global markets.
“The volatility has certainly increased,”
said Philipp Beck, a managing
director in UBS Group AG’s mergers

“The historic valuation asymmetry has
been partially compensated for by the
weaker U.S. dollar,” said Borja
Azpilicueta, who advises companies in
Europe and elsewhere at HSBC
Holdings PLC. “But there is still a relative valuation premium for many U.S.
firms,” he said.
And while the weaker dollar can temper the cost of a U.S. company, it also
takes a toll on the income a European
buyer would get from a U.S. target.
JCDecaux’s Mr. Bourg knows that he
might have to put a big offer on the
table. “The price of the potential acquisition targets has always been very
high,” he said.

“We are continuously looking for new
targets,” Mr. Wiren said. “The corporate
tax reform and the sound business
environment make it more attractive
to invest in the U.S.,” he added.
Wärtsilä is prepared to spend €60
million to €400 million ($73.5 million
to $490.1 million) per transaction to
complement its portfolio, Mr. Wiren
said.
European companies are eager buyers
because of strong cash reserves, the
result of years of conservative spending, in addition to the availability of
cheap funding as interest rates remain
near historic lows.
Smurfit Kappa Group PLC, Europe’s
largest paper packaging producer,
also is looking for targets abroad,
including the U.S. The company reiter-
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An employee operates a forklift truck to stack rolls of paper at a Smurfit Kappa
corrugated packaging factory.
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TAX CUTS
continued from 1

DEALOGIC

The U.S. corporate tax cuts and
incentives for investment and
repatriation of foreign cash are
meant to help growth and wages,
and many companies, from AT&T
to WalMart, have announced pay
increases for low-wage workers.
However, the cost of these moves
likely pales in comparison to the
hundreds of billions being spent
in the hunt for growth and higher
returns. Mergers and acquisitions
announced by U.S. acquirers so far
in 2018 are running at the highest
dollar volume since the first two
months of 2000, according to
Dealogic. Thomson Reuters, which

publishes slightly different numbers, puts it at the highest since
the start of 2007.
More than $325 billion worth of
bids have been launched so far in
2018, according to Dealogic, with
all-cash offers outstripping allshare offers by three-to-one in dollar terms, highlighting the continued availability of cheap debt as
well as the income boost to come
from tax cuts.
Deals for growth at home also
outnumber bids for overseas targets by more than three-to-one in
dollar terms, which is also in line

with recent trends.This corporate
shopping spree adds to the cash
flowing back to investors via buybacks, which exceeded $200
billion in the three months to
the end of February this year,
according to a Wall Street
Journal analysis.
With the Federal Reserve expected to tighten monetary conditions
only gradually and with companies and private-equity firms flush
with cashand confidence, this
M&A party looks likely to get bigger and louder before it ends.

“MORE THAN $325 BILLION WORTH OF BIDS HAVE BEEN
LAUNCHED SO FAR IN 2018, ACCORDING TO DEALOGIC”
© Dow Jones & Company, Inc. All rights reserved.

www.generational.com | 17

Generational Legacy

INSTANT
continued from 9
Some employees feel tethered to
their screens by the apps’ status
indicators showing whether they’re
available or away. “For some, it
makes them nervous that the boss
can see their status as unavailable,
and maybe judge them, when
they’re actually making time for
reading,” says Nancy Ancowitz,
author of “Self-Promotion for Introverts” and a New York career coach.
The tempo of IMing changes the
way many people organize their
days. “It used to be that one of the
big time-management tips people
would recommend is to not read
your email and just work uninterrupted for a few hours,” says Christina Seelye, CEO of Maximum
Games, a Walnut Creek, Calif., videogame company. Now, taking a
break from instant messaging for
even a few hours can mean you’re
missing something.Many younger
employees enjoy the slang and
abundant emojis that mark IMs,
saying they’re relieved not to have
to worry about sentence structure
or punctuation. But Kimberly St.
Clair, who is 49 and the controller

MEN
continued from 7
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for Maximum Games, worries that
when people get lazy about grammar, she does too. She tries to communicate professionally. “I shame
my own self when I get sloppy,”
she says.

Stride by Atlassian and Google
Hangouts, aim to simplify communication by bundling instant messaging with team-collaboration,
web-conferencing and social-networking tools.

Many employers use a hodgepodge
of messaging and collaboration
apps, making it hard to find information and people. And some
allow teams and departments to
choose different apps based on
their preferences, says Art Schoeller,
a principal analyst at Forrester
Research. “The sprawl problem is
still one that challenges everybody,”he says.

And more employers are teaching
workers to avoid IM pitfalls. Udemy,
a San Francisco-based marketplace
for online classes, trains its new
employees to curb distractions by
customizing IM notifications to suit
what they’re working on, says
Shelley Osborne, head of learning
and development.

Although Maximum Games uses
five different messaging and project-management apps, toggling
among them doesn’t bother
28-year-old Geoff Mendicino, a
quality-assurance specialist for the
company. “It’s a way for me to organize my thoughts,” he says. “I can
switch between apps in the blink of
an eye.” That means using Slack for
messaging U.S. colleagues and
Skype to chat with co-workers
based in Europe.
A new generation of workplace
apps, including Microsoft Teams,

back, listens to me communicate in
my own way,” she said.

Jamy Barton, a senior director of program management at Audible—and
one of about 20 women in attendance—said she simply wants colleagues who want the best people in
the room to get the best results.

In meetings, male allies can help
women guard against two common
occurrences–“bro-propriations,” or
instances where a man takes credit
for restating an idea previously raised
by a woman in the same meeting,
and “man-terruptions,” which is just
what it sounds like, said Karen Catlin,
a former vice president of engineering at Adobe Systems Inc., who now
helps technology firms find ways to
attract and retain more women.

“I just want someone who has my

Her suggestion: Pipe up and say

ditched the whiteboard, which created a dynamic where men jockeyed
for position, and now holds meetings
around a table.
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Tony Hopp advises employees at his
company to avoid falling into the
trap of expecting all messaging to
happen at warp speed. “Don’t
assume that if you don’t get a message back in two minutes, your
co-worker is ignoring you,” says Mr.
Hopp, chief technology officer at
AdvantaClean, a Huntersville, N.C.,
franchiser of environmental cleanup services. And when you send an
instant message, include a note
on when you need a response.

something like, “I see you agree with
a point Ana made earlier in the meeting” or, “I’d like to hear Emma finish
her thought.”
Daniel Wong, a 24-year-old consultant
for Microsoft Corp. based in Phoenix,
helps companies implement the software giant’s Azure cloud computing
service. Lately, he said, he has been
coaching a female co-worker on ways
to establish credibility with clients
who doubt her expertise.
“That kind of thing never happens to
me,” Mr. Wong said.

© Dow Jones & Company, Inc. All rights reserved
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OVERTIME
continued from 10
mercial trucking equipment at one
of its plants in Lafayette, Ind., where
overtime pay pinched the bottom
line in the third quarter last year.
Wabash is investing in automation
in part to reduce demand for labor.
It expects to save 560 labor hours a
day when more of its operations are
automated by year-end. The company will “get the productivity savings
and then redeploy those workers to
reduce overtime within the business,” Chief Operating Officer Brent
Yeagy told investors in November
last year, noting overtime pay had
led to higher costs per unit in its
commercial-trailer products division.
New machinery and software can
take six months to three years to
deploy, making such investments a
risky proposition this far along in the
economic recovery, according to Mr.
Baumohl. If demand drops, the
investments may not pay off, the
economist said.
Paying overtime to existing employees may be a safer route for now,
Mr. Baumohl says, even though it
puts a strain on employers as well
as workers.
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Employers also sometimes prefer
overtime to adding more workers
because while they pay more per
hour for the extra labor, costs for
benefits remain steady. Benefits
such as health insurance accounted
for about 30% of total compensation costs in December 2017,
according to the Labor Department.
Companies are supplementing their
workforces with temporary employees—but even they have been asked
to work overtime, said Becky Frankiewicz, president of staffing companyManpowerGroup ’s North America
division. Overtime for Manpower
workers rose 10% in March compared with a year earlier.
The overtime surge in the U.S. would
have entailed even higher costs for
companies, and extra earnings for
millions more workers, if an Obamaera plan to boost the salary threshold for overtime exemption hadn’t
been ruled invalid by a federal judge
in Texas.
Under the proposed regulation,
nearly all workers earning less than
$47,476 a year would qualify for
extra pay when they clocked in
more than 40 hours in a week. The
Labor Department estimated the
change would have made an additional four million workers eligible
for overtime and added $1.2 billion

to private-sector payroll costs in its
first year.
Last year was a wake-up call for the
North American division of SaintGobain, a French building-materials
supplier. At two company plants in
Worcester, Mass., that make tools for
automotive manufacturers, 28% of
all hours worked in 2017 came with
at least time-and-a-half pay. Overtime use also requires more
lead time because orders can
take longer.
Rising demand from aerospace and
oil-and-gas customers forced SaintGobain to add weekend shifts.
“We’re trying to staff the machines
essentially 24/7,” said Kip Paterson, a
human-resources director at the
company. Job seekers are applying
for plant work, he said, but many
don’t have the digital skills that
Saint-Gobain requires as it adds
robotics to its operations.
As the company tries to boost its
head count and cut down on overtime, it has widened the search for
workers to surrounding towns and
extended benefits to more of its
employees to improve retention.
The share of total labor hours that
are overtime has ticked down by
three percentage points this year as
a result, Mr. Paterson said. “We’re
going in the right direction.”

KRAKOW
continued from 14
declare that it was “absolutely
intolerable that thousands upon
thousands of Jews should go slinking around” the city. In the castle,
we experienced another of the luxuries Krakow’s relative freedom
from crowds allows: a good five
minutes alone with Leonardo da
Vinci’s masterpiece “The Lady with
an Ermine” (stolen from Poland by

the Nazis but since returned and,
as of 2018, housed in the National
Museum, elsewhere in Krakow).
After the castle, we stopped into
Pod Nosem, one of the city’s top
restaurants, the sort that would
be well beyond our means back
home. Flush as we were after a
week in Krakow, it didn’t seem
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out of order to order caviar and, for
$75 an ounce (a third of what the
Russian Tea Room in Manhattan
demands), we ate it with blinis
and quail eggs and a decided
lack of care.
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FOOD
continued from 4
become mainstream, and retailers
have had to adapt to that.”
During the early part of the decade,
retailers such as Whole Foods Markets
and Sprouts Farmers Market Inc.
encouraged grocers to add shelf space
for better-for-you brands in hopes of
attracting more shoppers. Consumer
demand for such products drove a
proliferation of new companies as well
as an increase in capital available to
back these businesses.
Strategic buyers, particularly cash-rich
packaged food makers, have snapped
up emerging brands to drive growth
and capitalize on shifting consumer
tastes. Such acquisitions tend to be
cheaper than developing new products in-house. They also provide private-equity owners with potentially
lucrative exits for their portfolio companies. For example,Glanbia PLC
acquired nutrition bar maker thinkThin LLC from TSG in 2015, and Hormel Foods Corp. bought nut butter
brand Justin’s from VMG Partners
in 2016.
Plenty to Chew on
A favorable environment for startups
has given investors plenty of choices
when hunting for deals.
Once a capital-intensive industry, the
food-and-beverage sector’s shift
toward outsourcing has made it much
easier for entrepreneurs to start businesses, since they are no longer
required to have their own manufacturing operations.
“It’s a lot easier to build a brand
because of the access to digital marketing that wasn’t an option 10 to 15
years ago,” said Sanjay Banker, a partner at TPG Growth. The firm sold Angie’s Artisan Treats LLC, the maker of
Angie’s Boomchickapop popcorn, to
Conagra BrandsInc. in 2017.
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Social media can pave the way for
brands to grow faster and increasingly
is serving as a barometer to gauge loyalty among consumers. Factors such
as a lower barrier to entry and the
emergence of a string of successful
breakout brands are prompting more
investors to enter the space and accelerating the pace of deal making.
“It’s wildly competitive. It seems to be
a place where everybody wants to
play,” said Richard Lan, a senior adviser
at Riverside Co., who previously led
Maple Leaf Foods Inc. and Canada
Bread Co.
Rewriting the Playbook
Private-equity investors hoping to succeed in the consumer sector often
must distinguish between fads and
permanent trends. Doing so has
become even more important against
the backdrop of high amounts of
investor capital flowing into the space
and the abundance of brands receiving that capital.
“We’re being more cautious,” said Mr.
LeComte, of TSG, which has backed
the vitaminwater and popchips
brands, among others. “We’re scrutinizing the categories that we want to
play in and being certain that there is
a real opportunity for a strategic exit.”
TSG, for instance, has been an active
investor across the craft brewery category globally, backing Atlanta-based
SweetWater Brewing Co. and Scottish
company BrewDog. The consumer-focused firm invested in Pabst Brewing
Co. in 2014 through Blue Ribbon Intermediate Holdings LLC.
To stand out in sales processes these
days, private-equity investors are
deciding more quickly whether they
want to pursue deals, what their
growth plans are and how they plan
to execute them.
“We don’t want to be a dog chasing
the truck,” said Riverside’s Mr. Lan. “If
we win a deal, do we precisely know
what we want to do?”

Mr. Lan has a checklist that helps him
make efficient choices when evaluating brands, which includes how strong
the brands are and how they communicate with consumers, what types of
players make up their industry, how
high the barrier to entry is, what the
quality of management is and if the
brands can achieve low production
costs over time.
“The key from my perspective is
seeing the opportunity before the
opportunity comes to market,”
he added.
When Riverside invested in cookie
brand Tate’s Bake Shop in 2014, the
firm immediately knew how it wanted
to partner with founder Kathleen King
and accelerate growth: expanding distribution and building brand awareness in regions beyond its birthplace
of Long Island, N.Y. The firm’s speed
and conviction is what set it apart
from other bidders in a competitive
auction, said Tim Spring, an operating
partner at Riverside.
Firms also are placing more emphasis
on relationship-building with entrepreneurs and brands, partly
to avoid broad auctions. To build a
pipeline of opportunities, investors are
getting creative with where they are
turning for ideas on the trends of
tomorrow. Mr. Lan said he looks
at what is gaining popularity in other
countries that could migrate to North
America, what types of dishes restaurants are selling and bigger consumer
trends that could trickle down to the
food-and-beverage sector.
“People don’t want to just live longer.
They want to think better, look better,”
said John Coyle, a partner at Permira.
“People are very much focused on living a balanced life.”
Too Many ‘Me Too’ Brands
As private-equity firms compete for
what they believe are the highest-quality assets, many say that an
abundance of available capital

© Dow Jones & Company, Inc. All rights reserved

SPRING / SUMMER 2018

Generational Legacy

has enabled too many lower quality
companies to raise money at
high valuations.

“There is a graveyard out there [for
those] who couldn’t make the transition.”

“There’s a lot of money chasing a lot
of not-great opportunities. There are
brands and products getting money
that aren’t going to necessarily scale
or make it,” said Tom First, an operating partner at Castanea Partners.
Over the past year, the firm has
invested in brands that include Brew
Dr. Kombucha LLC, craft brewery Bruery LLC and frozen Greek yogurt
maker Yasso Inc.

Smaller brands can be more vulnerable to rapidly changing trends, the
evolution of distribution channels
and gaps in manufacturing capacity,
as evidenced by healthy butter alternative SoyNut Butter Co., which filed
for bankruptcy protection in 2017
after an E. coli outbreak.

When there was little or no institutional capital for food-and-beverage
brands, it was easy to spot a strong
brand with a steady revenue stream
that resonated with consumers.
Today, not only is it harder to find sizable assets, it continues to be challenging to scale brands to a national
level.
“It does take a leap of faith,” said Alan
Peyrat, a partner at Riverside.

SMALL continued from 6
hours of college credit. Two years ago,
the company added an apprenticeship
program. APT covers college costs for

apprentices, who work 40 hours a
week while in school and then stay
for a fifth year once they graduate.
“My intention is to hire local farm
kids because of their work ethic and
then train them in what they need
to stay around,” said APT President
Anthony Nighswander, who struggled to fill open slots when the
135-employee company began
growing rapidly four years ago.
Other firms are hoping that new
locations will help them recruit.
Robert Koenigsberg, chief executive
of San Carlos, Calif.-based
SleepQuest Inc., has hired a consultant to help find a second location

In this bloated environment,
private-equity firms find they
must know a business well and
have a strong plan they can implement quickly.
“Companies that are getting capital
are in effect surviving and living longer than they would have otherwise,”
said Mike Mauzé, a founding partner
of VMG. “With so much money moving into the space, I think investors
are having to do more work to understand the true depth and strength of
a brand.”

for the firm, which provides telehealth services to people suffering
from sleep apnea.
In Northern California, “it’s becoming very problematic to find professionals to do what we are hiring for,”
said Mr. Koenigsberg.
Siteline Interior Carpentry Inc.,
which provides architectural woodworking services, opened a new
location in late 2016 in Texas, an
area it thought would provide a new
pool of carpenters. The Chicago-area
company then created a three-day
training program it will be offering
roughly once a month in partnership with the carpenters union in
Dallas and Austin. Siteline, which
has 280 employees, wrote the curriculum in partnership with the
union and sends a foreman to provide training; the union helps with
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Seeds of a Shakeout?
Private equity’s push into smaller,
healthier food-and-beverage brands
has yet to fully play itself out.
As health trends continue to evolve,
they promise to introduce new competitors and place fresh pressures on
existing companies, whether they are
service providers or supply-chain
companies. At the same time, private-equity firms are learning to keep
pace with the preferences of the millennial generation, a demographic
with increasing purchasing power
that is known for having less brand
loyalty.
Ultimately, however, investors say that
against the backdrop of change, the
main driver of deal activity remains
consistent: shoppers.
“Consumers vote every day they
walk into a supermarket or a restaurant,” said Riverside’s Mr. Lan. “Understanding the consumer is at the very
core of what’s going to make you successful or not.”

recruiting and covers the cost of
travel and lodging.Siteline has
agreed to hire 10 of the 24 trainees
who took the first class in January.
The arrangement allows the company to identify “the best potential
employees within the class and
recruit them to our company,” said
Siteline Chief Executive Thomas
Frangella Jr..
At Mack Molding, interns now present the results of their efforts at
end-of-summer gatherings that
have fostered “friendly competition
as to who can give interns the best
projects,” said Mr. Somple.
Last year the company hired nine of
the dozen graduating seniors who
had interned the prior summer. “We
are building up this group of young
professionals,” he said.
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TAX CODE continued from 5

permit them to claim or maximize
these savings.
“People are hesitant to be the first
to try some of this because the rules
are so vague and you don’t know how
it’s going to be interpreted,” said John
Rizzo, an accountant in Rochester,
N.Y., who has discussed the crackand-pack strategy with several clients.
“Some of these changes are hard
to untangle.”

BRIDGET BENNETT FOR THE WALL STREET JOURNAL

Pharmacy assistant Becka Hardy, right, helps customer Ellen Freeman check out at Hurricane
Family Pharmacy in Utah.

operations apart, reclassifying them
and re-categorizing their activities,
all in an effort to get as much of their
income taxed at the new low rates
as possible.
The legislation contains more uncertainties than usual for a tax overhaul
because of the speed of its drafting,
which left little opportunity for the
public and congressional scrutiny that
often identifies confusion in bills. The
recent omnibus spending bill shut
down one loophole, involving farm
products sold to cooperatives, while
lawmakers and regulators say they are
collecting feedback as they consider
future changes.
In the meantime, tax experts are
searching for moves business owners
can make that will disrupt their businesses the least, while best qualifying
for new tax breaks Congress has dangled. The private sector’s old game of
cat-and-mouse with the Internal
Revenue Service and Congress, in
other words, is intensifying, and is likely to play out over years in regulations,
audits, appeals and litigation.
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For all but the largest publicly traded
companies, much of the attention is
focused on a new tax break for
so-called pass-throughs, which make
up a majority of U.S. businesses. In
these, profits “pass through” to owners
and are taxed at the individual level,
instead of facing a corporate tax and
then individual taxes, too, after money
is distributed to owners.
Even with the corporate tax rate
reduced by the new law, that two-layered structure means that it will still
be attractive for many businesses to
operate as pass-throughs. And the
break given to them by the tax law
effectively lowers the maximum individual income-tax rate for millions of
business owners to 29.6% from 37%,
the new top rate for wage income.
The break is fully available for the
smallest businesses, but it contains
guardrails meant to prevent some
high-earning business owners such as
Mr. Davis from claiming some or all of
the benefit. Business owners who may
bump up against these limitations
are looking at steps that could

Another complication: The passthrough deduction expires at the end
of 2025. Democrats might seek to
reduce or eliminate the benefit and
make other changes if they gain control of Congress and the White House
before then. That means businesses
are balancing the benefits of taking
immediate advantage against the possibility it may not last.
Pass-through businesses, which
include limited-liability companies,
partnerships and what are called S
corporations, now can deduct 20%
of their business profits from their
overall income. The break was created
in part from political necessity,
because pass-through owners are an
important part of the Republican coalition and opposed cutting just the
corporate tax rate.
The break can be claimed without
restriction by owners with taxable
income of $157,500 or less, or $315,000
for joint filers. Above those levels, it is
phased out for lawyers, doctors and
providers of certain other services.
Mr. Davis, the Dallas lawyer, figures he
can still benefit from the break by
splitting his law firm, Davis &
Associates, into one entity holding four
lawyers and another holding the
26-person administrative staff, who
take information from new clients, put
together immigration applications and
handle other tasks. Profits in this part

could be subject to lower taxes.
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It isn’t clear how the IRS will look at
such arrangements or how it will
determine where profits are made.
The agency hasn’t yet issued regulations in this area.
“It adds a layer of administration,” said
Mr. Davis, whose firm is expected to
have about $4 million in revenue this
year. “We think we will be able to
make it up as we grow.” The firm’s
accountant is still working out
the details.
Marvin Blum, a wealth planner in Fort
Worth, Texas, is pitching a related
strategy to his clients: Profit meant to
be reinvested into a business is channeled into an entity that pays the new,
lower 21% corporate tax rate, while
profit that is meant to be distributed
to owners in the near term goes into a
pass-through entity that pays just the
individual taxes. He calls it the “half
and half.”
Joe Eppy, a Fort Lauderdale, Fla., insurance and financial-services adviser, is
looking at creating a new corporation
that would hold his real estate and
certain other business revenue, would
cover the cost of real-estate taxes,
long-term care insurance and other
benefits, and would pay the 21% corporate tax rate on any profit from the
businesses in the new entity. “It will
take some more time to fine-tune
everything down to the last detail,” Mr.
Eppy said.
Many of the workarounds are

RECORD continued from 4
March 2018.
In January, a Blackstone Group
LP-led consortium struck a deal to
buy a controlling stake in the financial-information business of Thomson Reuters Corp. for $17 billion.
European investment firm JAB
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tailored to a specific business and
its plans, such as how long the owners
plan to hold the business and the
effect of local taxes. That makes it hard
to come up with the mass-market
strategies that typically follow new
tax laws.
Spinning off the real estate from a
medical or legal practice into a separate leasing company, for instance,
wouldn’t be likely to work in Florida,
because the savings would largely be
canceled by a 5.8% sales tax Florida
imposes on lease payments, said
Marvin Kirsner, a tax attorney
in Boca Raton for Greenberg
Traurig LLP.
Whether some strategies become
popular could depend on how the IRS
deals with fine points of the
law, such as how health services
are defined.
Cliff Holt owns four pharmacies in
Utah that get more than 90% of their
revenue from selling medicines, nutritional supplements, gifts and other
retail products. The pharmacies also
provide flu shots and vaccinations—
which could be considered health services—and two of the 80 employees
are registered nurses. Mr. Holt said he
doesn’t want to miss out on the 20%
deduction simply because he provides
some health services, nor does he
want to stop giving flu shots.
His tax adviser, Tom Wheelwright of
WealthAbility LLC in Tempe, Ariz., is
hoping the IRS will allow businesses

Holding led a $19 billion takeover of
soft-drink maker Dr Pepper Snapple
Group Inc. the same month. Preqin
said it isn’t clear whether private-equity firms will continue to
deploy capital at the same breakneck pace through the rest of the
year.“High asset pricing and competition for investment opportunities
mean that deal-making conditions
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structured as pass-throughs to claim
the deduction even if a small amount
of their revenue comes from health or
other excluded services.
“If it’s all or none,” Mr. Wheelwright
said, “the logical solution is to create
two companies.” Mr. Wheelwright
recently split his own CPA business
from his education business, in part
to take advantage of the new 20%
deduction.
Accountants are finding ways around
another tripwire: For high earners
regardless of industry the tax break is
limited to 50% of wages paid or a
combination of wages paid and assets,
pinching business owners with few or
no employees.
Philip London and Mark Feldstein,
accountants at Wiss & Co. in New York
City, said they have cut a client’s projected annual federal, state and local
tax bill by $145,000 with a relatively
simple shift. The two-owner marketing
and events company will elect to be
taxed as an S corporation instead of as
a partnership.
The new arrangement doesn’t fundamentally change the business, which
earns estimated profits of
$3 million annually. But the switch
frees the owners from certain limits on
partnerships and lets them pay themselves $500,000 each in wages, the
accountants said. Those wages then
let them qualify for the
20% deduction.

remain very challenging,” Chris
topher Elvin, Preqin’s head of
prvate-equity products, said in
a statement.
The research firm noted a third
consecutive quarterly decline in
the number of private equity-backed exits.
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