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Praise for


The Graduate Level of Business Ownership


“If you want to be in the driver’s seat of your business this book is a must-read. It will help you identify, plan, and execute your chosen path to success regardless of your business stage.”


John Rainey


Director (retired), Clark University Small Business Development Center


The Graduate Level of Business Ownership is a must-read for any current or aspiring business owner. It is a down-to-earth compilation of sage wisdom, extensive experience, and practical advice which will rigorously inform the reader in all facets of business ownership. I personally value the blending of business advice with the psychological dynamics at play in Shefer and Shepherd’s approach. The use of real-world examples also allows us to take a deep dive into stories that are current, relevant, and relatable. What lingers most is that the “graduate level of ownership” is primarily about enjoying the journey along the way, a concept worth remembering and living.


Cynthia Adams Harrison, Ed. D., LICSW


Elite Performance Coaching for Business, Sport and Life


Few books provide their readers with a graduate degree. An easy read, this book does so succinctly with the right amount of anecdotes. Shefer and Shepherd provide a road map for business owners to get their “degree” by running their business like investors, giving them the confidence that the business can run well without their direct engagement and, in doing so, increase the value of their business. It comes down to goal setting, follow-through, and then some letting go.


Chris Mellen


Senior Managing Director, Valuation Research Corporation Author, Valuation for M&A: Building and Measuring Private Company Value


After more than forty years of searching to find what works and what doesn’t for private business owners, Terry and Ronen have captured the very best! As experienced professionals, their strategic insights and use of tools like the Value Gap and What-If analysis will surely help owners and advisors plan to get the most from what they got! Congratulations, Terry and Ronen, and thank you for sharing this valuable know-how.


Michael R. Nall


Cofounder, MidMarket Alliance Founder, Alliance of M&A Advisors


For those working in their business on a day-to-day basis, improving the enterprise, strengthening management, and eventually selling the business or transferring ownership to the next generation involves a difficult journey, one that few of us have experience with. In The Graduate Level of Business Ownership, Terry Shepherd and Ronen Shefer act as guides, putting into clear terms what the process looks like, as well as outlining the many stumbling blocks there are along the way. Filled with stories and anecdotes, you are sure to see your situation, thoughts, and concerns reflected in these pages. As a client, I have found the ROCG methodology to be a valuable road map—from the initial stages that focus on building value in the enterprise through all the ensuing steps in executing a successful transition. As a business-to-business publisher and event organizer, I’m a true believer in the advice laid out in this book. It’s an invaluable resource for any business owner who needs to navigate the path from ownership to the next stage of their life and career, no matter where they are on that journey.


Peter Stanton


CEO & Publisher, New England Business Media LLC


The Graduate Level of Business Ownership covers the whole spectrum of creating a successful plan for business and personal success. The authors have decades of real-life experiences, with hundreds of business owner clients in various stages of growth and maturity. The actual examples they share bring all the concepts to life. That kind of expertise is priceless, and they’ve laid it out for the benefit of anyone who is open to learning what they don’t know. This is a must-read for any small business owner.


Kenneth J. Sanginario, CVGA, CM&AA, CTP, ABV, MST, MSF


Founder, Corporate Value Metrics


Terry and Ronen, I want to sincerely thank you and your organization for the invaluable advice you have given me and my family in counseling and transitioning our business to the next level. The end result was transformative. Fortunately, I was introduced to you at a critical time and you were instrumental in transitioning myself and my family to a new reality. The process was not easy, and it took a lot of energy and focus to resolve. In the end, the advice and input you gave was consistent, pointed, and matter-of-fact. Without your knowledge and advice, we would never have achieved the exceptional outcome that we realized. I truly believe in the process and outcomes that you have shared in your book, and I know that anyone that reads and employs the advice delineated in this book will be greatly rewarded.


Craig Bovaird


Former owner and CEO, Reliance Engineering; Built-Rite Tool & Die Inc.


Anyone thinking of starting, running, or selling their own business should read this book. For each phase of a business life cycle, The Graduate Level of Business Ownership lays out the structural steps that are necessary for success and addresses the emotions that come with the journey. On all accounts it is a real—world road map for success—and I should know, since my true story is highlighted in the book!


Dennis A. (a.k.a. Daniel)


Owner, TechnoWorks, Inc.
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Ronen


For most of us, life’s journey begins with parents or caretakers who help shape who we end up becoming. So I want to start by dedicating this book to my parents, Michael and Caspit, whose individual stories deserve a book of their own.
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PREFACE


We wrote this book hoping to inspire business owners to align their business aspirations with their personal lives. In other words, we want to motivate owners to view their journey through life not only from the point of view of the business and its successes or failures, but to also focus on defining life objectives so they can ultimately use the business as the catalyst to help them achieve those objectives.


We also want owners to learn best practices in running a successful business, take the steps to ensure they start living a more fulfilling life, and eventually transition from daily hands-on management to the Graduate Level of Business Ownership.


In our work with hundreds of small- and medium-sized and family-owned businesses, we saw an unfulfilled need in the marketplace. In this book, we seek to respond to that need by sharing our proven processes and insight to hopefully help more business owners get control of their business, get control of their personal lives, become more profitable, build greater value, and start living the life they want.


We start with the right way to create and think about the business, proceed with how to grow it and make sure it is not dependent on the owner, and continue with the ways they can live a well-balanced life, finally leading up to the possibility of exiting the business on their terms and timetable.


As a society, we often evaluate a business’s success by how big or profitable it is or how much money it can be sold for. The reality is much simpler. It boils down to whether business owners can live their dreams and fulfill their life objectives. Those are the ultimate success criteria for any owner.
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CHAPTER ONE


What If There’s No Tomorrow?


The Case for Business and Life Planning




Tom’s life is strikingly similar to that of most small business owners. In his early sixties, he is the sole owner of a machine parts business that he has owned for two decades. Jane, his wife, manages their household and occasionally assists with the business’s administrative functions. The couple has been married for thirty-five years. They have two adult sons, Max and Adam.


Both work as managers in the company.


Throughout their history of business ownership, Tom and Jane’s life together has been regimented and uneventful, especially as of late. They normally wake up together at about 6:00 a.m. Tom leaves at 7:00 a.m. to open the shop. They tend to have at least one phone call midday, and Tom tries to return home about 6:00 p.m. in time for dinner before doing some additional work at his home office. But today was different. Tom had just arrived home from work, and as they began to sit down for dinner, Jane asked, “Did you hear the news about Phil?”


For years, Phil had been a neighbor and a fellow business owner. A couple of years back, he sold his successful software company and moved his family to Florida.


“What happened?” Tom asked.


Jane stared somberly. “He died.”


She then shared the full story, which she had learned earlier that day in a call with Phil’s wife. After the business sale and relocation, Phil had been at a loss as to what to do with his time. He had devoted his life to the business. That was all he knew. Without it, he fell into a depression. That, in turn, precipitated illness and his premature demise.


“Jane, what?” Tom replied. “Are you sure? He seemed so happy. It doesn’t make sense!” he added.


The news shocked Tom. He compared himself to Phil. He viewed their work and life situations as similar. Both were around the same age, parents and grandparents, owners closely engaged with their businesses. Tom knew that Phil had gotten a good offer, and the sale of the business had happened quickly. There hadn’t been much time for planning. Still, Tom had envied Phil’s retirement. Now he was gone. Tom couldn’t help but think, This could easily happen to me. I have not done any planning either. I too could die without much of a plan to protect my family or the business. And, without a plan for how to spend the rest of my life, I could see myself falling into the same cycle of depression and demise that Phil suffered.


Throughout dinner and afterward, a rush of questions and thoughts raced through his mind.


What will happen to my family if I fall ill or die? While Phil died after selling the business, the thoughts of Tom’s own mortality were front and center for him all evening. For the past two decades, he had devoted all his energy and time to making his business a success. Now almost all his wealth was tied up in it. It had certainly provided him and his family a good lifestyle, but was there enough value in the business to meet his future lifestyle objectives after a sale? Tom knew that he needed to focus on the future and funding his retirement years—but at the very least he needed to have a plan in place that protected his wife and family, something that would allow them to live well in case something unexpected happened to him. But knowing you need to do something and actually doing it are two separate things. Where would he begin? Tom was lost.


How can I make sure the business is passed on to the next generation and continues to thrive without me? After twenty years, Tom’s business still does not have an exit plan or contingency plan. He would like for the business to stay in the family. But he doesn’t know how to reconcile the rivalry between Max and Adam, his sons. Both have ambitions to run the business one day.


What can I do to have a fulfilling life while I am still running the company and the years afterward? For Tom, the biggest takeaway from Phil’s fate was that he needed to work on his own goals, objectives, and legacy. His days—and many evenings—were consumed by the business. Now the company is financially stable. He needs to find a way to eventually cash out and monetize all of his hard work during the last twenty years. Beyond that, he has to have a plan for that next phase of his life, so his time is occupied with something fulfilling, something that keeps him from suffering the same fate as Phil. What he yearns for is more personal time—the opportunity to do some volunteer work, read, travel, and, most importantly, spend more time with his family. In this moment of honesty, he acknowledges that there’s room for improvement in his marriage. He can also be a better parent to Max and Adam and a better grandfather to their children.


Would coping with a transition be easier or more complicated if I had a business partner? Tom had been approached several times by other business owners to form a partnership. After careful thought, he had opted against it. Now he wondered if dealing with issues such as legacy and transition would be easier or more complex if he had a partner to share the responsibilities of ownership.


None of these questions was new to Tom. One or another of them had been on his mind for years. But the demands of the business did not allow time to focus on them, let alone make decisions. Instead, he kept putting off dealing with them until some undefined time in the future. After all, he thought, there was always tomorrow to work on it. The news about Phil forced him to see things from a different perspective. He now had to consider something he had never thought about: What if there is no tomorrow?
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The story of Tom, Jane, and Phil is a parable. But the questions and points it raises are real. All of Tom’s issues—contingency planning, ensuring the business provides enough value to fund his future lifestyle objectives, whether or how to transition or exit, how to create a legacy, fulfilling responsibilities to family and other special people—are things every business owner should address at some stage. Tom’s thoughts about a partnership are real too. Business owners with one or multiple partners have similar questions to Tom’s, multiplied by several times as the need of each owner differs. As a result, many sole business owners debate the pros and cons of partnership particularly when they reach a crossroads.


It is our belief that owners should organize the planning and running of their businesses to incorporate the demands of their business lives and personal lives at the same time.


Tom’s approach to the dilemmas he posed also rings true. Like him, many owners avoid contingency planning, life planning, and strategic planning, particularly if they involve emotional subjects. They hope the issues will resolve themselves. Instead, they focus on the day-to-day demands of their businesses. The reasons are understandable. In Tom’s business—like most—there seems to be a fire every day. And fires, as every business owner knows, have to be dealt with right away. Issues like legacy planning seem far away, things that can be done some other time down the road. It’s a line of thinking based on the misguided mindset that there will always be a tomorrow.


It is our belief that owners should organize the planning and running of their businesses to incorporate the demands of their business lives and personal lives at the same time and gradually build the business so that it works for them rather than them working for it.


The Fear of Tackling Tough Issues


As business exit and value growth specialists who have worked with hundreds of clients, we have found that fear is the major barrier keeping many business owners from dealing with topics like their life objectives, business planning, or ultimately transitioning out of the business. Owners’ fears are wide ranging. For some, the biggest fear is of the unknown. For a business owner who has been in control, not knowing what comes next is very frightening. For others, it’s a fear of risking the investment and ongoing cash flow they have devoted much of their lives to building up. And when it comes to exiting out of the company one day, some fear the possible loss of identity after no longer being part of something they were associated closely with for years or, in many cases, decades. “I like being known as the car guy, as one owner put it. What will I be known as now? The retired guy?”


To many business owners, these fears are rooted in a feeling that any transition means leaving something behind. And it’s not just anything they think they’re leaving. The business in most cases is a comfort zone, something they have invested in heavily. In essence, it’s their baby. But that thought process is also the main barrier preventing many owners from reaching the graduate level of business ownership. Rather than dwelling on the potential of leaving something behind, we encourage business owners to view any business initiative, including transitioning their responsibilities or selling the business one day, as a move to the next phase of their lives that includes something positive to walk toward.


Particularly for those who have devoted a big part of their lives to the demands of business ownership, we encourage the process of discovery or the uncovering of personal passions and values that bring them their greatest enjoyment and discerning what things would be nice to have versus the things that they are truly committed to going after. The focus should be on creating goals and activities that bring personal meaning to their life. Often that active search for meaning motivates business owners to think enthusiastically about what they want to accomplish in their lives while still running the business but especially in the postbusiness ownership phase of their lives.


No matter how challenging a decision, similar to an owner’s personal savings and investment planning, the longer business owners have to implement and execute their plan, the better the results will be and the better chance they have of meeting their goals successfully. That’s not to say that the decisions will be easy. Whether they are about creating a contingency plan, engaging family in the business, or something else, the considerations are often complex. That alone causes many business owners to put off planning. But they shouldn’t. An experienced advisor with the right expertise can break down the complexities into manageable components.


Key Factors in Planning and Executing Are Often Ignored


Even for owners in the initial phase of exploring their eventual exit or transition—never mind those with a fifteen to twenty years’ time horizon—operating the business at the graduate level makes all the difference in the world of being able to achieve business success and personal happiness. As stated above, for us it often starts by helping owners discover those things most important to them and assisting them in identifying goals and objectives that will best bring them the greatest fulfillment and joy—a life plan per se. For example: Do they have things they always wanted to do but never got a chance to do? Are there personal financial objectives they hope to achieve? Do they have a major scaling mindset that will take years to fulfill? Do they want to maintain ownership for a few more years and then start transitioning to the next phase of their lives? Or is the plan to keep the business in the family and pass ownership to other family members at some point? Do they want to maintain a role in the company after a transition?


There are many questions to explore, and these are just a small sample of the kinds of questions we pose to engage owners. What you will notice immediately is that this type of planning is not solely focused on the business’s growth, unit sales cost, or other operating

metrics. It begins first and foremost with the owner and his or her significant other’s goals, objectives, and value drivers. Only after identifying their personal life objectives, do we begin working with them using the business as the catalyst to achieve them.


At the heart of this, is the realization by business owners that from the first day they start their enterprise, someday they will leave the business. The only question is whether the owner will be walking out the door on their own two feet or going out feet first. It will all come down to whether a business owner takes the time to plan and prepare in order to fulfill life goals and have minimal regrets when it’s all said and done.


With various factors coming into play, both business and transition plans are all unique to each person and circumstance. But underneath it all, the process of creating and executing a successful holistic plan, and the secrets of most successful business owners, are all based on these four constant factors.


First, establishing, maintaining, and building on the financial success of the business within a specific timetable is key. Establishing goals helps drive decisions about how to build the business’s value, reduce the dependency on the owner, and determine the personal planning action steps that may be integral to the overall plan. Higher profitability and a higher overall business value will help the owner or owners meet their current and future lifestyle objectives. It will also help ensure that the business is on an upward growth and profitability track at the time of the exit—something a sophisticated buyer will be seeking.


Second, recognizing and addressing the right-brain or emotional issues is paramount.


Because our recommendation for these business plans is to link them back to personal objectives, during this process, we try to identify any emotional restraints that may hold the owner back. We do so because many plans go off track or are halted altogether because of unidentified emotional issues that surface during the plans’ execution. Those issues, we have found, are often rooted in the owner’s personal dilemmas. Owners need to keep in mind that business and life planning are not all about the money and left-brain analytics. Therefore, successful business owners learn how to address these issues head on and not ignore them.
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