
104

How to Help Your Firm as You Back
Away from Day to Day Operations

After 35 years of 60 hour work
weeks, growing your busi-
ness, managing your

employees, massaging your cus-
tomers and suppliers, you finally
decided enough was more than
enough. It’s time to sell. Sure there
will  be the hours spent with a busi-
ness broker sorting through
prospective purchasers to find the
one with the right mix of money,
moxie and maturity. Then more
hours with your accountant to fash-
ion the sale for the best possible tax
advantages, as well as the hours with
your attorney, negotiating the sale.
Boy, it will really be a relief when you
can finally sit back, put your feet up
and retire. 

But have you planned your
retirement? I think former President
Jimmy Carter flunked retirement. He
was 56 years old, out of a job, living
in a little town with no employment
prospects and way too young to sit
on the front porch in a rocking chair.
Lee Iacocca also flunked retirement.
In a Fortune magazine article he
said, “You plan everything in life, and
then the roof caves in on you
because you haven’t done enough
thinking about who you are and
what you should do with the rest of
your life.”

All too often former business
owners are simply unprepared for
retirement. They have spent years
planning how to run a business, but

failed to devote the same level of
planning to retirement. The joke
about the now-retired spouse being
underfoot at home all day long is no
joke. Studies such as those funded by
the Sloan Work and Family Research
Network have corroborated anecdo-
tal evidence that retirement without
a well thought out plan, is a turbu-
lent time in marriages.

The spousal relationship must be
factored into the business sale/retire-
ment equation. The non-retiring
spouse may not be ready, able or will-
ing to retire. They may want to con-
tinue their career that affords them all
the same things that you get from
running your business. They may not
share the goal of seeing you head off
on multiple out of state bowhunts
each fall. They have undoubtedly
contributed to the success of the
business even if they have no visible,
active role and their needs, wants and
goals must be considered if the busi-
ness transition is to be successful.

According to Social Security life
expectancy tables, a 60-year old
male will live another 20 years—a
65-year old male has another 17
years in the bank. When Social
Security was implemented in 1935,
retirement benefits started at age 65,
but the life expectancy was only 61.
The business world has changed so it
only makes sense that the retire-
ment/business sale world change
too.

Webster’s dictionary defines
retirement as “removal or withdraw-
al from an office or active service; to
seek privacy or seclusion.”  Sounds
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like someone who is all used up—
someone without any gas left in the
tank. Sure doesn’t sound like a typi-
cal ArrowTrade reader.

Somewhere in the whole sale
process, you realize you are not all
used up—you’ve still got ideas and
value to contribute to a business and
industry that you know intimately.
More importantly, who’s going to
take care of your—well, they used to
be yours—employees, customers
and suppliers?  You can’t just close
the doors nor can you sell to some
merger and acquisition outfit that
will strip your company of valuables
and discard all the faithful employ-
ees. Nope, there are only two
options: sell to an outsider who
thinks like you or transfer the reins
to a family member.

You opt for the latter because it
offers you the best opportunity to
keep busy in the business, but won-
der how to structure a meaningful
on-going role in the business where
everyone has always dealt with you
as the boss, without undercutting
the authority of the new generation.
This is a delicate balancing act where
a slight tremor can cause major busi-
ness and familial damage.

Before you can implement the
transfer, you must first decide if you
are transferring a “family-first busi-
ness” or a “business-first family.”
Here’s an example. Margaret spent
30 years developing her business in a
male-dominated industry. In order
to be successful and she was extraor-
dinarily successful earning multiple
national awards while making a ton
of money, she gave up being the
mom who helped with her children’s
homework, dinners at home and
missed being intimately involved
with her children as they grew into
adulthood. She ran a “business-first
family.”

When Margaret decided to
switch gears, she chose her youngest
daughter, Karen, to take over the
business. Karen was an interesting
choice because while growing up
and even maturing into adulthood,
she steadfastly refused to be
involved in her mother’s business.
She and her siblings experienced the
effects of Margaret’s “business-first

family” and did not want to see her
own family go down that rocky road.
Karen initially declined her mother’s
invitation to run the show. She was
married, had a couple of children
and was a successful small business
owner in her own right. Margaret
kept asking. Karen finally agreed to
step in only if Margaret would accept
two critically important conditions.

The first condition was that
Karen would be free to run the show
as a “family-first business” as she
was unwilling to sacrifice being a
wife and mother by putting the busi-
ness first as her mother had done.
The second equally important con-
dition was that Margaret relinquish
day-to-day control but stay involved
as a consultant. Margaret accepted
those two conditions and the busi-
ness continues to be successful sev-
eral years after the transition of
power.

Let’s examine some of the ele-
ments of that successful transition.
Karen took over an established busi-
ness, one in which her mother had
already done the hard work of being
a female pioneer in a male-dominat-
ed industry. Customers were used to
dealing with a woman who had the
necessary knowledge and power to
make things happen. Vendors knew
that the company could move prod-
uct, make sales and pay invoices on
time. What vendor doesn’t want to
work with a company like that?

In the early days of her business,
Margaret put pen to paper to devel-
op a mission statement, a clear and
succinct statement of the reason
why her business existed. It incorpo-
rated concepts such as the
moral/ethical position of her busi-
ness, public image, the target mar-
ket, products/services, the geo-
graphic domain and expectations of
growth and profitability. She lived
that mission statement and when
Karen took over, she adopted it.

Just as there is more than one
way to fold socks, there is more than
one way to run a business while
faithfully adhering to the founder’s
mission statement. Karen tweaked
the business to find a way of contin-
uing profitability while maintaining
both the mission statement and a
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family-first business. Of course when
she sold the building that bore her
mother’s name, that move went
beyond tweaking, but it was an
important business and psychologi-
cal act. It was good business sense to
reap the profits generated by the sale
as the building no longer was a good
business fit and it had substantially
increased in value. Equally impor-
tant, it marked a clear, unmistakable
transition in the minds of employ-
ees, customers and vendors that
Karen, not Margaret, was in charge.

Another element of success took
place when Karen sought assistance
from others, business experts and
consultants, outside the industry.
Call it an advisory board, call it a
“kitchen cabinet,”or call it a business
round table—the label makes no dif-
ference—it’s the advice that matters.
Karen took advantage of the Oregon
State University Austin Family
Business Program which for the last
two decades has helped family busi-
ness owners manage their day-to-
day operations while planning for
future growth and succession. To
find a similar program in your area,
do a Google search on “family busi-
ness program.”

Getting advice from others helps
to identify better ways of operating
your business. Just because tasks
were handled one way for the last 20

years doesn’t mean that the task can’t
be done more efficiently. When
Margaret started the business, all
records were kept by hand on real
pieces of paper in file folders in
metal filing cabinets that took up
valuable floor space. That seems
quaint in view of today’s networked
computers which barely take any
space on a desk, but contain all the
same information in a more man-
ageable fashion. Provided this data is
backed-up to an off site location, it’s
just as secure and maybe more
secure than the old paper system.

Margaret’s willingness and abili-
ty to adjust to her new, reduced role
was a key element of success. A sig-
nificant obstacle to transition suc-
cess is dealing with the change.
People often resist change merely
because change is different than the
routine followed for the last number
of years. Moving from a role of deci-
sion maker to decision advisor
requires an ability to shift mental
gears, much as a parent must when
their child matures into an adult. 

When Margaret was boss, her
day was filled with business matters
from morning through night. In her
new consultant role, each day still
held the same number of hours, but
not nearly the same number of tele-
phone calls to field, letters to answer,
customers to smooze or other busi-
ness tasks. She had to find other pos-
itive, productive and meaningful
activities to fill those hours.
Fortunately, she was able to move
into an emeritus-like position,
where she maintained a high profile
on the national scene without signif-
icant daily operational duties.

The business reaped huge bene-
fits from Margaret in her consulting
role. She was well compensated, a
fact that made it much easier for her
to let go of the “boss role” and allow
Karen to exert her managerial
authority. When the selling owner
has a high level of confidence that
the sale will not dramatically dimin-
ish her standard of living, the transi-
tion is smoother.

Margaret’s high national profile
kept her in position to continue to
rub shoulders with all the other
industry leaders. Being recognized

by your peers as an industry leader,
particularly in an industry tradition-
ally dominated by the good ol’ boys,
created a luster that attached to the
business now run by Karen. Close
contact with other business leaders
also allowed her to keep track of her
industry’s best practices, the tech-
nique or method of delivering a
product or process in the most effi-
cient, cost-effective manner. Even
though Margaret relocated from
Oregon to Arizona, she regularly
communicated information to
Karen by email and video confer-
ence. The long-distance relationship
worked well for both sides as
Margaret was able to live in sunny
Arizona, while Karen was able to run
the business without fear of on-site
interference by Margaret. In this
case, absence really did make the
heart grow fonder.

Margaret continued to attend
regional and national industry con-
ferences and trade shows which
allowed her to remain on the cutting
edge of product development. She
had the knowledge and experience
to discern a good, new product that
could contribute to the company’s
bottom line, from products that were
just old shoes in new boxes. 

Margaret and Karen’s relation-
ship worked out best for both. In her
consultant role, Margaret continued
her high national profile and the
perks associated with awards and
recognition. Karen got the inside
scoop on business practices and
products, all without ever having to
travel and be away from her family
for days.

The parallel between transfer-
ring your business to the next gener-
ation while continuing to serve as a
consultant and being a grandparent
is remarkable. In both instances you
get to enjoy the role each day, but
you know the grandkids go home at
night.

Editor’s Note: David Williams has
resolved legal issues for small busi-
nesses and their owners since 1979.
He can be reached at The Williams
Lawfirm, P. O. Box 1455, Bellevue, WA
98009. On the web you’ll find him at
DPWLaw@earthlink.net.

Circle 200 on Response Card

May09AT104-106.qxp  4/6/2009  6:59 PM  Page 106


