Turning a Lifestyle Business Into
a Business Enterprise
Many business owners start their companies as lifestyle businesses
to support a certain kind of lifestyle that they want. Some found
businesses because they have an urge to create and build. Others
want to be their own bosses. Still others want to control their own
destinies.
Whatever the reason, many businesses start as and evolve into
lifestyle businesses. This is great for business owners, their
families, and their businesses in general, but it can be a big
challenge when you start to plan for the future of your business.
As you start thinking about planning for your business’ future, you
might feel that you can plan while continuing to do business as
usual. However, planning for the future success of your business
rarely means you can continue doing business as usual. For
example, many business owners don’t know what their businesses
are truly worth. Not knowing what the business is worth might be a
part of business as usual, but it makes planning for future success
much more difficult.
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Likewise, it may be business as usual for you to capitalize on certain benefits of ownership. Things like
perks, bonuses, and even personal clout factor into the kind of lifestyle that you might expect for yourself
and your family. As you begin to plan for your business’ future, you may find that those benefits could
disappear if you leave the business, which can affect your lifestyle.
One way to address these issues is to turn your lifestyle business into a business enterprise.
When we use the term “business enterprise,” we mean that the business must have transferable value. It
cannot simply act as a means to support your lifestyle, because it’s likely that the traits that support your
lifestyle have less value to, say, a private equity group or strategic buyer. These traits might include things
like your personal relationships with customers or suppliers who know and trust you; handshake
agreements; or flexible payment terms for your favorite clients. Additionally, running a lifestyle business
typically requires your constant presence to assure that the business actually does support your lifestyle.

Lifestyle businesses support you right now. Business enterprises can support you, your family, and often the
business itself, both now and in the future.
If it Ain’t Broke, Why Fix It?
For many lifestyle business owners, the very idea of changing a business that brought them the wealth,
success, and fulfillment they’re used to can be jarring. “This business has done great things for me, my
family, and my community. Why should I want to change that?”
The answer is simple and a bit brutish: Potential buyers typically don’t care about the owner’s lifestyle.
The things that you might consider “good” aspects of a business—supporting yourself and your family,
perhaps maintaining a culture—often don’t matter as much when an outside buyer does their due diligence.
Where you see strength, they will find flaws. They may question practices that fail to maximize profits and
cash flow, even if those practices line up with your values. These facts might cause you to resist
transforming your lifestyle business into a business enterprise.
Many of the same factors apply if you ever consider transferring your ownership interest to an insider, like a
manager or family member. Insiders look for the same kinds of factors that outside buyers do in a business.
While a lifestyle business may adequately support you now, you should think about what happens when you
eventually relinquish your ownership interest (whether by choice or otherwise).
Turning a lifestyle business into a business enterprise can be challenging, but there are certain things you
can do to begin the transition.
1. Find or train next-level management: Next-level management can be the catalyst to building on
your current success. It’s often an attractive selling point because it shows that the business can run
smoothly without you.
2. Document systems and processes: When your employees know what they need to do to sustain
company cash flow and how to do it, it becomes much easier for the business to run efficiently and
effectively.
3. Put yourself in a buyer’s shoes: Consider what you would look for if you were thinking about
buying a business. If you discovered a business that supported its owner but also required the
owner’s presence at all times, what do you think would happen if that owner wanted to leave the
business after you bought it?
The information contained in this article is general in nature and is not legal, tax or financial advice. For information
regarding your particular situation, contact an attorney or a tax or financial advisor. The information in this newsletter is
provided with the understanding that it does not render legal, accounting, tax or financial advice. In specific cases, clients
should consult their legal, accounting, tax or financial advisor. This article is not intended to give advice or to represent our
firm as being qualified to give advice in all areas of professional services. Exit Planning is a discipline that typically requires
the collaboration of multiple professional advisors. To the extent that our firm does not have the expertise required on a
particular matter, we will always work closely with you to help you gain access to the resources and professional advice that
you need.
This is an opt-in newsletter published by Business Enterprise Institute, Inc., and presented to you by our firm. We
appreciate your interest.
Any examples provided are hypothetical and for illustrative purposes only. Examples include fictitious names and do not
represent any particular person or entity.

Northwestern Mutual is the marketing name for The Northwestern Mutual Life Insurance Company, Milwaukee, WI (NM) (life and
disability insurance, annuities, and life insurance with long-term care benefits) and its subsidiaries. Peter Andrew Racen is a
Representative of Northwestern Mutual Wealth Management Company® (NMWMC), Milwaukee, WI (fiduciary and fee-based
financial planning services), a subsidiary of NM, and federal savings bank. All NMWMC products and services are offered only by
properly credentialed Representatives who operate from agency offices of NMWMC. Representative is an Insurance Agent of NM
and Northwestern Long Term Care Insurance Company, Milwaukee, WI, (long-term care insurance) a subsidiary of NM, and a
Registered Representative of Northwestern Mutual Investment Services, LLC (NMIS) (securities), a subsidiary of NM, brokerdealer, registered investment adviser and member FINRA (www.finra.org) and SIPC (www.sipc.org).
The products and services referenced are offered and sold only by appropriately appointed and licensed entities and Financial
Representatives. Financial Representatives and their staff might not represent all entities shown or provide all the services discussed
on this Web site. Not all products and services are available in all states.
Peter Andrew Racen is primarily licensed in Missouri and may be licensed in other states.
CA License: #0D29950
AR License: #3201464
Certified Financial Planner Board of Standards Inc. owns the certification marks CFP®, CERTIFIED FINANCIAL PLANNER™ CFP®
(with plaque design) and CFP® (with flame design) in the U.S., which it awards to individuals who successfully complete CFP Board's
initial and ongoing certification requirements.
The Chartered Advisor for Senior Living (CASL®) designation is conferred by The American College of Financial Services.
©2019 Business Enterprise Institute, Inc. All rights reserved.

