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For many, erosion of 401(k) balances are delay-
ing retirement. But for business owners of a cer-
tain age, it’s the stalled economy that is forcing a
postponement of their plans to hand off to the
next generation or sell their companies in order
to retire.

Business brokers said that’s true even of strong-
ly performing businesses, because calculating
their valuations is based heavily on expectation
of future revenue, which is uncertain in the cur-
rent economy.

“With the recent downturn, current owners who
wish to retire don’t have a viable exit,” said
Willem van Reesema, a business broker with
Swisher Commercial of Ann Arbor, mergers and
acquisitions adviser with Michigan Business
Brokers and a member of the board of the
Michigan Business Brokers Association.

“Right now, the profitability of many compa-
nies has gone down because of the recent reces-
sion, and the ability to forecast into the future
becomes more cloudy.”

For business owners counting on the sale of
their firms to fund retirement, that decline in val-

uation can make the difference
between selling or holding on.

Matt Miller, a managing
director of mergers and acquisi-
tions at BlueWater Partners in
Grand Rapids, said a consider-
able number of clients who had
started the process of selling or

passing on their businesses have stopped.
“Those companies or shareholders that were

not distressed or otherwise motivated by some

other factor have decided to wait,” Miller said.
Another issue slowing things down is the diffi-

culty potential buyers have in accessing the capi-
tal needed for a purchase. Just like with every
other type of financing, lenders are requiring a
larger cash contribution from borrowers.

“Buyers are expected to invest more equity, but
expectations of earnings haven’t changed,” Miller
said.

Some potential purchasers are walking away
“rather than accept lower rate of returns,” he said.

Capital access and the structure of the transac-
tions come into play because in many cases long-
time business owners have paid off their debts,
van Reesema said.

“A business can be a success when it’s debt-
free, but to be successful after it’s sold it has to
be one that can incur a modest amount of debt,”
he said. “The challenge is to structure it.”

Another byproduct of the
poor economy is the contraction
of many companies, said Dana
Baldwin, an Ada-based senior
consultant with the Center for
Simplified Strategic Planning.
That makes it harder to plan for
an internal succession for some.

“Companies don’t have the
bench strength they used to,” he said. “They
don’t have the backups they used to with fuller
staffs.”

Baldwin said a two- or three-year window for
succession planning is appropriate for most own-
ers, but there may not be many choices as retire-
ment age nears. One is grooming a family mem-
ber or another employee to take over, which
should include a long-term mentoring relation-
ship. Short of that, there’s not much to do other

than try to sell, he said.
“All of a sudden, they look around and say

‘What am I going to do?’” Baldwin said. “There
are a limited number of options.”

In some cases, said Michelle Webster, a busi-
ness broker at Market Point in Ann Arbor, chil-
dren of the owners just aren’t interested.

“Thinking the children are going to take over
the business is a big fallacy,” she said.

The aging of the Baby Boomers has played a
part in the numbers of potential sellers staying
relatively stable even as the economy struggles.

“Probably the number of people looking to
retire is greater because of the demographics,”
said Webster, who is also director of the local
chapter of SCORE, a volunteer business-consult-
ing group.

Miller said the expected surge of retirement-age
business owners looking to sell hasn’t material-
ized yet, but probably will soon.

“We don’t see that dynamic changing in the
long term, in terms of aging Baby Boomers and a
relatively large need for succession or transfer of
ownership,” he said. “We see this as a shorter-
term pause or a bump in the road.”

Changes to the Small Business Administration’s
loan programs are making such transactions easi-
er, van Reesema said, including increases in the
loan-to-value allowance on loans under $1.5 mil-
lion, decreases in certain fees, and a program to
purchase small-business loan securities that could
free up lending capital.

But bottom-line valuations, restricted access to
capital and the poor economy have combined to
halt a market that would otherwise be thriving
simply due to demographics.

“It’s a confluence of factors,” Miller said.
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