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Planning never stops for business
owners. Whether your company is
new or old, large or small, planning

will continue for as long as you’re in
business.

Raising capital, recruiting key
employees, and managing growth all
require a blueprint and execution. Too
often, however, companies fail for lack of
a well thought out strategy.

“The foundation for building any
business starts with a good overall plan,”
asserts Dale Young, CLU, ChFC, general
agent for General American Life
Insurance Company and principal of

Summit Financial Group, Inc. Young’s
firm, based in Tulsa, Oklahoma, provides
tax, employee benefits, insurance, and
consulting to small and large enterprises.

Getting started
Before launching any business, the

owner should develop a plan that specifies
the company’s products or services, then
targets markets, sales strategy, and
management capabilities.  The owner also
should project the company’s anticipated
expenses and growth for the first three to
five years -- the period when a small
business is most likely to fail.

BizPlanBuilder Interactive (800-346-
5426) and Business Plan Pro (800-229-
7526) are two of many software packages
available to help with this task.  Helpful
books on the subject include Anatomy of a
Business Plan by Linda Pinson and Jerry
Jinnett, The Complete Book of Business Plans
by Joseph A. Covello and Brian J.
Hazelgren, and How to Write a Business
Plan by Mike McKeever. 

A well-crafted business plan is a
requisite for locating financing, because
prospective investors or creditors will want
to know about the company. Many start-
up businesses, even with a good plan, find
traditional sources of financing, such as
bank loans, hard to come by.

Some entrepreneurs use personal funds
for start-up capital or borrow from family
members. After a business has a solid track
record, financing from traditional sources is
often easier to obtain.

Growth Curves
A new company’s biggest, but not only,
obstacle to longevity is surviving its first
few years without going broke. Financing
remains an issue when a company wants
to grow and needs to add new employees
or managers to handle operations.

“We call this period after start-up the
growth curve,” notes Young.  “Many
entrepreneurs are successful in the first
year or two because of sheer hard work.
Then the owner and top managers learn
that to advance from one level of
operations to the next, they need more
than a great work ethic -- they need a
better infrastructure, a larger sales force,
and more employees to accommodate
growth. They need professional advice and
expertise. An owner can’t micro-manage a
growing company at this stage.   He or
she will require some help,” says Young. 
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PLANNING YOUR
BUSINESS EMPIRE

Employee benefits and a succession plan are key ingredients 
for staying in business

Some companies engage outside
consulting firms to provide needed
services. Others hire experts in marketing,
sales, accounting, or human resources.
Growing companies often find creative
ways to gain intellectual capital. Young,
for example, advises some of his clients to
form an advisory board that includes
experts from outside the company with
political, regulatory, or accounting
expertise.  “Creating an advisory board is
often an inexpensive way for a company
to gain bright, new ideas,” says Young.

Basic Benefits
“It’s important for companies to attract

and retain qualified employees during the
growth period,” says Benjamin Trujillo,
J.D., L.L.M., advanced marketing
attorney for GenAmerica Financial
Corporation, St. Louis, Missouri.
“Offering an attractive package of
employee benefits can help any business
achieve this goal.”  

Group health, life, and disability
income insurance are parts of a basic
benefits package that will help attract and
retain valuable employees. “A qualified
retirement plan also should be part of any
benefits program,” says Young. “Growing
companies don’t always have the cash to
buy all benefits at once, however. The key
is to add benefits sequentially as the
business grows to complement its
changing needs.”

Such benefits often include qualified
and nonqualified plans offered to
employees and managers. A basic
qualified plan, such as a 401(k) retire-
ment program funded in part by the
company, typically benefits all or most of
a company’s workforce. Nonqualified
plans allow the business owner to
selectively reward key employees and
managers. A nonqualified plan might
include:

! Split-dollar life insurance arrangements,
which allow employers and employees to
share the cost -- and benefits -- of life
insurance.

! Bonus plans, which reward select
employees.

! Deferred compensation, which defers a
portion of key employees’ compensation
until retirement.

! Stock options, which can be structured
in a variety of ways.

Not all nonqualified plans require a
huge initial outlay of cash, especially
when life insurance or future stock
options are used to fund the programs. In
addition, such plans allow owners to vest
employees over time, adding more
incentive for valued employees to stay
with the firm.

Key person insurance is financial
protection that many business owners
implement. Such policies pay the business a
benefit if an important employee, such as a
sales whiz or marketing guru, unexpectedly
dies.  “Key person insurance offers a cash
benefit that can help keep a business going
during a difficult time,” notes Young.

Succession Planning
As a company matures, its owner and

top managers should keep the firm’s
business plan current and, also, address
issues that will be encountered in the
future. Hence, a succession plan is a
vitally important ingredient for any going
concern.  “Not planning for business
succession can be an expensive mistake
for the business owner who wants to sell
his or her interest in the firm, retire
comfortably, and leave the company in
good hands,” Trujillo points out.  “The
business owner who wants to achieve those
goals should start planning for succession
early on, not as he or she nears
retirement,” he says.

Succession planning usually involves the
use of a buy-sell agreement, which
identifies how the company will be valued,
what events -- such as disability or death --
will lead to succession, and who the
successors will be.  To determine a
company’s fair value in the future, the
owner must establish a valuation method
and include its provisos in the buy-sell
agreement. A valuation can be performed
by a qualified business consultant or
certified public accountant.

“A typical buy-sell agreement will
address tax responsibilities, the value of
business assets and liabilities, and,
sometimes, whether the former owner will
be allowed to compete against the new
owners,” notes Trujillo. Control of a
company can be passed from the owner to
employees through an Employee Stock
Ownership Plan. It can be passed to top
executives or an outside buyer through a
sale or to the owner’s family members
through the owner’s estate plan.  “Different
tax requirements apply to each buy-sell
scenario,” Trujillo says. “Business owners
should understand the consequences of
each before making a decision.”

Funding the Sale
The sale of a business must be adequately
funded to ensure liquidity for the soon-to-
be former owner or the heirs. Installment
payment plans, paid to the former owner
after retirement, and a sinking fund, in
which the sale is prefunded with money set
aside regularly before the sale occurs, are
two ways businesses can fund succession.
Young points out, “A variety of insurance
products are available that can help soften
the blow to prefund all or part of a small
business sale. A qualified financial 
professional can offer useful advice on this
subject.”

Trujillo adds, “The sale of any business
likely will have an impact on estate taxes for
the parties involved. That’s why it’s
important for business owners to carefully
examine their succession plan options and to
seek advice from professionals who can help
them make the right choice.”

“A good succession plan is an investment
in the company’s future,” Trujillo asserts.
“It’s also an investment in the future of
the owner who built the business.” M


