“Do You Have a Succession Plan and an Exit Strategy for Your Business, They Are Not the Same”
By Jack Hoffmann

As an entrepreneur running your own company you probably haven’t considered the most important step you will ever take as a business leader……..leaving. The single biggest mistake people make with regard to succession planning or planning their exit strategy is ……..they don’t think about it and they don’t plan for it.
Anyone who starts a business or comes into a business should start the business planning process with a vision of where they themselves want to be down the road (a personal vision) and where they want their business to be over a period of time (a business vision).  In 10 years do they want to still be running the business, or sailing in the South of France? Your personal vision should include your passions in life and what you want to achieve for yourself as well as what you want to do to build the sustainability of the business. Where you want to be down the road of life should determine what and how you plan your business activities today.

What is the difference between a Succession Plan and an Exit Strategy? 

A Succession Plan deals with you as well as the people in your organization. 

1. In developing the succession plan, who do you want to bring along to run the various departments, to run the company and to be a part of the decision making process? Have they been a part of the strategic planning process as well as the implementation plans? This is important to grow the company financially, market wise and people wise.

2.  Do you have a successor in mind to run the company if something happens to you temporarily or permanently or if you just want to back away from the dad to day activities?

3. Have you and your planned successor discussed his or her desire for the leadership position? If so, have you created the succession plan together?

4.  Have you and your team developed a training plan to insure that everyone in the organization knows and understands their part of the business objectives, and that they have not only the tools to succeed, but the knowledge to do their job?
The Exit Strategy deals with how you intend to leave the company you have developed. The following are areas to consider:
1.  Do you plan to sell the business to family members, keep ownership and control while bringing family members along, or sell to an outside person or organization, or do you plan to liquidate, or walk away without a plan to sell the assets and values you have created?

2.  If you plan to bring someone along to run the company, who is it, a relative, a present employee or someone from the outside? While this sounds like duplication or repetition it is not; you are in a different position when you are considering your succession plan versus your exit strategy.

3. If you plan to sell ownership of your business have you determined the formula for the price?  What is the minimum market value amount for which you are willing to sell, and what is your time-line plan for selling?

No matter what type of person or entrepreneur you are, a well thought out succession plan and exit strategy not only helps you run your business efficiently now and realize its maximum value when you leave it, it also improves your sense of independence and freedom, and the quality of your personal and business life.
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