
Extra WHAT IS A SECOND-STAGE COMPANY? 
Second-stage companies have between
about $1 million and $50 million in annual
revenue or 10-100 employees. They are led
by growth-focused entrepreneurs with
market-ready products or services. Survival
is no longer a day-to-day worry.
The Edward Lowe Foundationfound that
such firms provided 35.7 percent of
Michigan's jobs in 2007, more than any
other company category in the state.
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Regeneration
Those who follow in the family footsteps often must set a new pace
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COO Mike Kotsis (left) is focused on making better use of technology at Atlas Wholesale Food Co. in De troit. He
represents the third generation in the family-owned  business; his father, Ted (right), is CFO.
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n the 1920s, family business in Detroit
extended beyond shared genes to
shared commodities exchanged

throughout the ethnic pockets of De-
troit's immigrant community. 

For Athas Kotsis, a Greek immigrant
and owner of Athens Grocery, business

was done with a handshake and
mostly with other Greek expa-
triates. 

The Old World business prac-
tices continued throughout the
1950s with Athas' sons, who
took over the business, then
known as Atlas Importing Co.

However, as Detroit's immi-
grant landscape changed, so did busi-
ness practices at Atlas. Out were the
handshake deals; in were contract
agreements, lean distribution, non-
Greek foods and a new name, Atlas
Wholesale Food Co.Revenue plummeted
as the company didn't turn a net profit
from 2000 to 2007. 

Third generation Mike Kotsis began
his role as COO in 2007. His task: to
bring new life to the family business. 

Second- and third-generation family
members have a tough job. Like Kotsis,
they may have inherited a business with
baggage. Sure, in a perfect world, an old
company would be a stable company Ð
free of inefficiencies and sagging profits.
But time can take its toll on a company,
and it's up to the new generations to move
the family legacy forward. 

We are family
More than 90 percent of all businesses

in the U.S. are family owned, according
to the U.S. Small Business Administration. 

And 40.3 percent of family-owned
business owners plan to retire by 2017,
according to the 2007 American Family
Business Survey Ð which surveyed
1,035 family-owned companies that were
at least 10 years old and had more than
$1 million in annual rev-
enue. 

The SBA's Office of Advo-
cacy estimates there were
29.6 million U.S. compa-
nies in 2008. Approximate-
ly 26 million of those busi-
nesses are family owned.
If 40.3 percent of those
owners plan to retire in
the next seven years, then
about 10.5 million busi-
nesses will change hands
by 2017. In many in-
stances, company leader-
ship will move to the own-
er's kin. 

The transition isn't al-
ways smooth, as less than
one third of family-owned businesses
survive second-generation ownership,
according to the SBA. Of those that do
survive, less than half will survive the
transition to the third generation. 

Don Levitt, founder of Ann Arbor-
based Levitt Consulting Inc., said succes-
sion planning is the most frequent chal-
lenge of family-owned second-stage

companies. 
ªThere's always a significant finan-

cial issue,º Levitt said. ªThe older gen-
erations are putting the financial stabil-
ity in the hands of the next generation,
and they want to ensure their retire-
ment is secure.º

ªThere was no succession plan in
place,º said Kotsis, 30. ªThere was no
next step on how they (his father and un-
cles) were going to retire.º 

One of Kotsis' first
moves was to apply for
Walsh College's Extreme
Small Business Makeover.
This granted Atlas a busi-
ness assessment and the
services of Frank
Seyferth, a shareholder
and estate planning attor-
ney at Foster, Swift, Collins
& Smith PC.

Seyferth, for example,
helped transfer the compa-
ny's assets to Kotsis by re-
drafting the company's
property lease.

ªThe current generation
needed a way to provide
for their gradual retire-

ment,º Seyferth said. 
Seyferth met with both generations to

draft a new buy-sell agreement, which
said Kotsis would hit certain goals over
a set period of time. When the goals are
hit, shares of the company are trans-
ferred to Kotsis. 

There was no
silver bullet (to

returning to
profitability).

We had to take a
whole different
approach.

Mike Kotsis,
Atlas Wholesale Food Co.

º

ª

See Regeneration, Page 11
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Don't back off
background checks

Even in a slow economy, human
resources professionals say running
background checks on prospective
hires is a must-do.

Compared to the risks of hiring the
wrong person, the costs of a thorough
screening are minimal, said Darcy
Beagan, vice president of community
relations for the Human Resources
Association of Greater Detroit and a
technical account manager at Troy-
based employment serviceAdecco
Engineering & Technical. 

ªEach part of the background check
can have a cost to it ¼ as much as
$75 to $100, or it can be as little as
$15 or $20,º she said. ªBut I think
it's money well spent Ð and it is a low
cost compared to what could happen
if you employ someone who has a
criminal history or is on drugs.º

Beagan, who works with a variety of
employers, said most of her clients ask
for, in addition to standard employment
reference checks, a national criminal
felony background check, which covers
a seven-year span, and a drug
screening that checks for either five or
10 types of substances. 

Employers should pursue different
levels or types of screening based on
the nature of the business and the type
of position for which they're hiring, said
Brady Binkley, sales administrator for
the Southfield-based American Society
of Employers' pre-employment services
department. The society offers
background checks to its members. 

For an administrative role, Binkley
said, a Social Security trace and a state
criminal record search are appropriate.
The Social Security trace checks to see
if they have an authentic number and
provides some address history. 

Higher up the food chain, scrutiny is
more intense. 

For a midlevel position, ASE will verify
past employment and education in
addition to Social Security and criminal
history. For a senior position, an
employer might also check the potential
hire's credit and all references.

And there are some industry-specific
concerns Ð for a company that handles
money, or for a position that deals with
funds or personal information, a credit
check could be a good idea. 

Or, Binkley noted, ªIf you're working
in a facility where (the employee)
could come in contact with children or
the elderly, you might see a sex
offender registry check as well.º 

Thorough checks are also key for
companies with government
contracts. 

IN THE
FAMILY
Succession:
Assess skills,
interest,
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ªThe new agreement ensures
that I'm on the right track, while
protecting the previous genera-
tion's retirement,º Kotsis said. 

Scott Millman, 39, owner and
president of Detroit-based Bean
Steel Co., assumed leadership of
his father's company following his
father's death in 2006.

Bean Steel, founded by Mill-
man's grandfa-
ther in 1952, op-
erated much
like Atlas, rely-
ing on word-of-
mouth market-
ing and a solid
reputation to
galvanize rev-
enue through
the 20th centu-
ry. As the indus-

try experienced attrition at the
turn of the century, so did Bean's
profits. 

ªWe had a great reputation as a
second-tier supplier and had a
steady base of customers until
they began to go out of business,º
Millman said. ªI watched the busi-
ness decline under my father and
grandfather because they didn't
adapt to modern business prac-
tices.º 

New faces, new markets
Gary Giallonardo, president and

founder of Troy-based business de-
velopment firm Industrial Visions
Co., said previous generations
founded their companies within a
niche market, making them prof-
itable, but as competition entered
their industries, success became
more difficult.

ªThere are all these competitive
pressures that didn't exist when
dad, grandpa or grandma started
the company,º he said. ªNow the
second, third or fourth genera-
tions are left with old infrastruc-
tures, old ways of thinking and op-
erating, and trying to make the
company profitable
again.º 

Millman's first
task was to hire a
sales staff,
something the
company didn't
formally have
under his
grandfather and
father. 

Millman used
his sales team to
move into new
markets, includ-
ing Canada and Wis-
consin, and to push
new products like
galvanized and
stainless steel. Di-
versification paid
off. He's grown revenue from 
$3.4 million in 2007 to a projected
$6.2 million for 2010. 

New generations are also faced
with more technologically savvy
competitors than their predeces-
sors and often need to profession-
alize the business, Levitt said. 

ªA successful business today re-
quires more structure and
processes, and maybe more bu-
reaucracy,º he said. ªThere's a

need for clear goals, metrics and a
culture change, which is some-
thing the previous generation of
entrepreneurs would have
cringed at.º

Until the business makeover,
Atlas was
technologi-
cally chal-
lenged, Kot-
sis said. 

The com-
pany needed
new comput-
er-based
processes
and metric
systems to
monitor its
distribu-
tion. So
Walsh
paired Atlas
with UHY In-
ternational
Ltd. to create
tracking
software,

which allowed Atlas to monitor
cost per delivery and make adjust-
ments to its process. 

Millman, a new member to the
Entrepreneurs' Organization, created
a Bean Steel website and pur-
chased BlackBerrys for himself
and the sales staff. 

ªIt sounds simple, but my dad
would have never carried a Black-
Berry,º he said. ªThe newer gener-
ations of owners are more ambi-

tious. My calls begin at 5 a.m. be-
cause I'm looking for ways to grow
the company.º

ªOld habitsº are one of Atlas'
biggest challenges, Mike Kotsis
said. 

ªSome people here have done
business the same way for more
than 20 years,º he said. ªEvery
time we implement a new process,
employees tend to get stressed and
revert to the old process.º 

However, by implementing a
formal operating structure and
moving into institutional food ser-
vice, Kotsis has been able to return
profits Ð and pride Ð to his grand-
father's company. 

Atlas generated $9.5 million in
revenue last year, with $10.5 mil-
lion projected for this year. 

ªThere was no silver bullet (to
returning to profitability),º he
said. ªWe had to take a whole dif-
ferent approach on how we looked
at our business and turn over a lot
of rocks.º 

The next generation
Millman is the only member of

the founding family to remain
with the company. He has three
daughters and no intentions of
bringing them into the business. 

ªThey're going to go on and do
other things, better things,º he
said. ªOf course, it's sad that the
family won't be involved after I'm
gone, but I'm putting people in

Family succession requires clear
assessment of skills, interest 

Passing control of a family
business to the next generation
has been the subject of epic
movies and melodramatic nov-
els. 

Fortunately, in the real world,
transitioning generational own-
ership is much less likely to be
fraught with complications Ð if
families follow a few best prac-
tices. 

ªOne of the things we encour-
age Ð and it's not right in every
situation Ð is to have the kids in
the family that are interested in
getting involved in the business
get a job someplace else complete-
ly unrelated to the business,º said
Mike Mayette, a principal in the
Troy office of financial services
firm Rehmann LLC. ªSo they get
used to what it's like working with
and for other people ¼ otherwise,
some might get into an entitle-
ment mentality.º

It's also important for the older
generation to be clear-eyed in as-
sessing the attributes of the next
generation. 

ªSometimes it's not a good fit
for everybody,º he said. ªIf a fam-
ily has four siblings and you kind
of create a position for one, just
because the other three are very
active and contributing a lot,
finding a position for someone
who's not that interested can
lead to problems down the road.º

Aptitude is one part of the
equation, said Gregory Drutchas,
a principal in Detroit-based The

Kitch Firm. The other is interest. 
ªRecognize early when people

are not interested in buying the
business,º he said. ªOne of the
things that frequently occurs,
and I am just dealing with this, is
a person who has a fantastic auto
supply business, and the two
sons are engineers, and both did-
n't want to work with dad, or do
what dad did. ¼ I don't think in
that case he recognized early
enough that the kids were not in-
terested.º

In that case, Drutchas said, it's
important to train others to run
the company in place of the
younger generation. 

ªThe family may want to own
the businessº but not run the
business, he said. ªYou still have
to have people there to step in.º

In grooming the next genera-
tion of leaders, it's important to
take professional licensing re-
quirements, like those for physi-
cians or accountants, into ac-
count, Drutchas said.

ªSome are obvious on one lev-
el, but some may not be,º he said. 

Then there are more tangible
elements to a transfer of owner-
ship, Mayette said.

ªIt's good to work with a team of
advisers to make sure that as the
actual transfers of ownership take
place, it is done in the most tax-ef-
ficient manner and that both gen-
erations are protected in terms of
fairness and equity,º he said. 

Ð Nancy Kaffer
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Millman

place that will keep the place going
and keep the name intact.º 

Kotsis and his wife do not have
children yet. But he's hopeful that
when the time comes, they'll con-
tinue the Kotsis legacy. 

ªIt will, inevitably, be up to my

kids to decide whether to enter the
business,º he said. ªIf they do,
they'll work outside of the busi-
ness first and get that experience,
so if they return here they'll be
able to take the company further
than I could.º

There are all these
competitive
pressures
that didn't
exist when

dad, grandpa
or grandma

started the
company.

Gary Giallonardo, Industrial Visions Co.
º

ª


