
One of the gotta-haves in any good business plan is an Exit Strategy.


And inevitably – as inevitably as the sun rising in the morning, folks – when I say this in a seminar or a talk, someone will contemptuously or sanctimoniously (depending on the audience) state that he, she or it is not filling their heads with “negative thoughts,” they are not considering or admitting the possibility of needing such an object and listening to it is injurious to their health, so I have to shut up right now.


Oh, bunk.


The truth is injurious to nothing but the wall of illusions that you have built to keep truth out. The truth shall set you free, brothers and sisters. Amen! 


In a previous blog I have talked about this belief, that talking or considering a thing gives it life, and that therefore you can prevent the event or process from happening if you just keep the possibility out of your mind. For the first part, certainly; for the second, are you nuts??? Black women in the south die of breast cancer in numbers that have nothing to do with income level, education or any other factor except religion. Baptist and fundamentalist Christian women in the south are told that they can avoid anything bad happening to them by just not thinking about it. The death toll mounts. It is idiotic to believe that not getting a mammogram will prevent you from getting breast cancer. It is equally idiotic to believe that not having clear exit criterion or a defined exit strategy will protect your business from red ink. It’s superstition, pure and simple. Get over it. Grow up.

The idea that you can create or prevent events from occurring in the outer world by the power of attraction, or the laws of success or more recently The Secret, is a very old idea and like many very old ideas it has a grain of truth at its core. Also as with many other old ideas, an originally good, true and small idea has been blown up into a veritable monster. This process benefits the seminar and book industry and hurts the rest of us. Either we die of breast cancer or we lose our entire net worth when we could have merely made a good business decision and moved on.


So – your business plan cannot be considered complete until you have set up the minimum criteria required for continued operation, and laid out in some detail what you will do in the event that your business fails the criteria for the number of months you specified.


I have a client I’ll call Suzie who is a devotee of The Secret and allowed me to coach her only until we got to the Exit Strategy section of her business plan. 


“I refuse to allow that thought into my mind. I am not giving any power to the idea of failure,” Suzie said. For months. While her formerly OK company was hemorrhaging red ink by the buckets. She mortgaged her house to the hilt and maxed out her credit cards. Suzie is now sitting in her daughter’s house, with a pole-axed look on her face, in between bouts of frantic activity and a manic cheerfulness that can’t possibly fool anyone but herself. She can’t even rent an apartment with the foreclosure on her record.  Suzie is going to try to file for bankruptcy and with our current laws she will probably be ready for Medicare before she pays off the debts she accumulated in the last 18 months.

It was all preventable. All the pain, all the devastation, the wreck of a formerly prosperous life. All unnecessary.


She left out an essential part of her plan.


Now, before I get into how to do it right, I don’t want you to think that I do not know how much of themselves an entrepreneur puts into a startup. In many cases, the business represents a deeply –held dream. People are passionate. They believe in their vision. Suzie believed with her whole heart and soul that she not only could support herself very well with her business idea, but that she could do business in a different, ethical way that would be unique to her industry. For a while it was good. Revenues were building. Then the bottom fell out of the entire US economy. NOBODY was prepared for this one. But Suzie had stopped listening to me long ago.

Creating an Exit Strategy


A business is an endeavor that needs some kind of way of assessing performance. One key question you need to ask is:
· What is the minimum net that you need every month in order to stay in business? 
· What is your OK net level? 
· What is the level that if you exceed it, you will take the entire staff to Yellowstone National Park for a week, as a well-done? [I like bison and geysers.]
Everyone knows this number, right? If you don’t, start there. 


Some businesses have a Red Alert scenario where, if the company misses the bare bones minimum for one month – starts burning through savings or the credit limit – the president/CEO/Chief Bottle Washer (you) will immediately implement austerity financial measures for some period of time and re-assess.

You have to be specific – because wishful thinking is not “positive,” it’s stupid.

If you miss your minimum target, you need different responses to different levels of “miss.” 10% is not 50% is not 5%.

The value of deciding these things in advance is that you have a better chance of making a good decision. If you wait until you are in the crisis, your amygdala and limbic system – your fear-based lizard brain - will be in charge, and god help you! 

Many intuitive thinkers fear having a Business Plan at all because their greatest life fear is that they will be boxed in. They left larger businesses because of this reality – or the fear of it. If you have a plan that you are a slave to, then you need to stop, but having a plan that YOU drive? A plan that you drive gives you control over your decision-making. [Not control over the entire universe and all of its events, mind you. We’ve already established that you are not god. But control over your own decisions is one heck of a lot of control.] If you have a fear that planning means that you are being shackled, please take three long slow breaths – and know that planning is freeing, never shackling. If you’ve been traumatized by a supervisor who used a plan as a battering ram, know that they were using the process in the absolutely wrong way.

Once you know exactly what your crisis criteria are, and what you will do about it, you can start working on your Exit Criteria.


Under what circumstances would it be the right choice to close the business and conserve your financial and personal resources? :
· If I miss my minimum for three months by over 25%? 
· If I miss my minimum for four of the last six months by any amount?


The numbers are yours to choose. That second bullet is especially important. So many businesses die a slow death, bleeding by just a little every day until a year has gone by and you have hemorrhaged so much blood (or red ink) that the business is not only dead, but so are you personally. This is the hardest part of being in business – not letting the slow bleed proceed under your radar. As a business owner, you HAVE to make your decisions based on the facts on hand, not on your feelings or your dreams or how much focus or intention or positive thinking or other voodoo you have put into the situation. Facts. Period. You decide what the minimum is and you do NOT change it to protect yourself from having to make difficult decisions. If you want to be an entrepreneur, you are signing on for making the tough decisions. So put on your big-girl panties or your pink boxer shorts and deal with it.

Another reason why so many people resist Exit Strategies, of course, is that they feel like failure. If we all understand that Exits are not failures, we can make better decisions. An Exit is the best decision when it is the decision that will leave you in enhanced financial and personal abundance a year later. When the US economy, or the local economy or any other factor or factors is unlikely to change or may even get worse, then a red-ink business needs to close. Perhaps a business that soaks up 40-60 hours of your life every week and barely makes ends meet needs to close as well. You don’t think so? You couldn’t be doing better working for a company that can provide you with health insurance for that amount of time? Before you tell yourself that it is completely impossible for you to find reasonable compatible work until economic conditions or your own resources mature further, really research that.

After a set of various trigger conditions, and a set of actions to take when the triggers go off, you also have to have a scenario in place for the subsidiary issues in closing down the company:

· Do you have other resources to live on? Many people have enough income from stocks and other investments to be able to live comfortably on that income alone. Would this be a good time to get some additional education, certifications, degrees?

· What kind of work will you seek? Do you want to talk to a good Career Coach [or Life Coach specializing in Careers] concerning the next direction that would make you both successful and happy? A career working with organizations is not intrinsically less valuable or “lesser” in any way compared to entrepreneurship. This would be the time to look at your options with the widest possible lens. The longer you have been emotionally invested in your business, the heavier the blinders and the tougher this part is, If you have an idea of some other work that you could do – either to replenish your war chest for the next round of entrepreneurship or to focus on for its own intrinsic value – you are not going from Bliss to Misery, you are merely moving from one good option to another. 

· Are there other family members working in the business who also have to have new jobs? Will they be emotionally-mature adults and accept the business closure as the strictly-business decision that it is or can you expect to have to take steps to isolate yourself from angry recriminations and blame? 

Does this seem like a lot of work? Well, it is and it isn’t. Getting past the wishful-thinking and the desperately-hoping is really the hard work. Coming up with the numbers isn’t hard. Sticking to your guns when your dearly-loved business is dying can be excruciating. I know. If you don’t though, you will have a lifetime to regret your choice. I let an unsustainable business linger for four years past the point when I should have pulled the plug. If I had the funds back that I poured down that hole, I would be much richer today, compound interest being what it is. Another business I terminated quickly, and came back two years later much stronger. That business, which still sustains me to this day, has an Exit Strategy. 


Ditching the sinking ship when circumstances change allows you to conserve resources and limit your losses. You are not the business. You are a multi-faceted and talented person who has options and always picks the option with the best payoff. 


A fellow Life/Career coach calls the Exit Strategy your BATNA with the Universe. If you have read Getting Past No, you know that the Best Alternative to a Negotiated Agreement is essential to negotiating. You have another firm offer in your pocket when you talk to your manager about a promotion. In the case of your business, you are negotiating with the universe concerning the future of your company. If the universe will not support your business to success, your BATNA is your best alternative to going down with the ship. You have a plan that will conserve your resources and let you sail away with a new ship, FICO score reasonably intact and head held high. 

Go for broke. Give it all you have. Infuse your Business Plan with your creativity and your passion. And have an Exit Strategy.

