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Time to

SELL’?

Michael Gerber, the author of “The E Myth” series
and a popular business lecturer, is fond of saying,

“The only reason to start a business is to sell it” Well,
I'm not sure that’s the only reason, but there comes
a time in the life of every business when the subject
comes up through a variety of circumstances.

RETIREMENT

The most common reason for selling a dental lab is retirement. Surveys by several dental
lab publications have highlighted the increasing age of the average lab owner. Many owners
got into the business at a young age and have been hard at it for a long time. I've noticed
the successful ones tend to be long-term owners who have built lasting relationships with
customers and employees. It’s only natural to want to enjoy the fruits of all that labor.

For many lab owners, the business is their largest financial asset, and they need income
from the sale of that asset to fund their retirement. As one gets closer to retirement, pro-
tecting and securing those assets becomes increasingly important. Selling your lab and
reinvesting the proceeds can help you “take some of your chips off the table.”

Retiring owners are mainly of two types: those looking to retire right away and those not quite
there yet but interested in diversifying their assets. The former usually works with a new owner
during a transition period and leaves the business fairly quickly, while the latter continues on with
some type of business relationship—full or part time—for several years after the transition.

In earlier generations, family members often took over the business. Today, it's less common,

and selling the business becomes the path to retirement if no family is in the picture.

MISSION ACCOMPLISHED

Some owners considers selling their business once they have built it to a particular size
or profit level. Typically, they started their business with specific goals in mind and have
since reached them. They have another business or challenge in mind and want to use
the time and the assets they have created to take on something else. I've been involved
with several owners who sold or considered selling so they could concentrate on property
development projects. They are a bit bored with the lab business and ready to move on

to new challenges.

FURTHER GROWTH

Another reason to sell is what I call “hitting the wall” These owners work hard and have
been successful, but the business just seems to have stalled at a particular size. They are
looking to change things up and work as part of a team or larger organization to achieve
personal or career goals. Selling the business becomes a way to gain the expertise or resources
needed to continue business growth.This group also includes individuals who have concluded
that they need an infusion of capital in their business to invest in new technology and take their

business to the next level.
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BURN OUT
Technicians who become owners discover after awhile that they don'tlike ownership. Some have
concluded that the problems we all deal with—finding good technicians, motivating employees,
dentists who want lower prices, slow collections, etc.—are just too much. They want out and

want to go back to being a technician. The solution...sell the business.

CHANGING MARKET

Years ago, there existed a very limited market for selling alab business. Most owners were crafts-
men operating small businesses, and most businesses were passed down within families or
simply closed up. Today, the market has opened up. Laboratories have more money invested
in capital equipment, and the recognition of the potential cash flow generated by a well-run lab
is much more widely acknowledged.

Several factors such as the aging, affluent American population, and the growth of cosmetic
dentistry are creating a positive outlook for lab services. This, in turn, is attracting investment from
non-traditional sources outside the industry. Potential buyers include large dental lab groups, invest-
ment groups, employees looking to step up to ownership, and small-/medium-size labs looking to
grow through mergers and acquisitions. Due to the specialized training and experience required
to operate a lab, technicians generally must be involved in purchases by outside investors.

WHEN IT'S TIME TO SELL

Wheniit's time to think about selling, go about it in the same way you have
successfully managed your business. It's important to get good advice from
your attorney and accountant. Perhaps, talk to another owner who has
gone though the process. Keep in mind that selling impacts employees,
clients, and vendors. Take your time, and think things through. Everyone

has different priorities, and knowing what yours are will help you create a

win for everyone involved. Next month, I'll discuss the process of selling
adental lab business. [E1
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