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Weary travelers

et’s be honest, over the last year

and change the economy has

caught up with our industry in

a big way. Heretofore, many
benefit advisers have been able to escape
industry and economic challenges and
have continued to grow and prosper in
spite of them. The times have changed
and that has many of the same advisers
at a crossroads. The question is how to
continue to grow revenue and profits in
light of these turbulent times.

Whether or not you feel you're at a
crossroads, you should notice the traffic
whizzing by. Just keeping up with those
around you is a constant challenge.
Premiums are decreasing, layoffs are
shrinking payrolls, CDHPs are eroding
commissions and the fact that better
capitalized agencies are poaching more
business are just a few of the key external
issues. There are internal issues as well.
Just like everyone else in the business,
you're older. Some of you are actually,
well, old. Many of you are worried about
whether the next generation can carry on
the business you built. Your market niche
might be on shaky economic ground.
Meanwhile, consolidation means you
may have competitors that are still getting
bigger and stronger.

Let’s not forget that you're human,
too. You have a personal life. You could
have kids entering college. Your nest egg
probably has a decent crack or two from
the stock market slide. Add all that up
with the general health profile of the mid-
50s American businessman (or woman)
and you could be on the precipice of a
blood pressure-related medical event.

The best course of treatment is for
you to increase shareholder value. Let’s
step back and go over the basics. The
crossroads that business leaders face is
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whether to stay as you are,
enhance your business or
find a buyer or partner.

Let’s look at the road
hazards and travel advisories for
each route.

The “stay as you are” approach is
the least advisable. Just milking the cow
that is your current client base won'’t
work. It’s easy to see why. You face great
uncertainties in a decreased premium
environment, increased client demands
for value-added services, difficulty in
attracting talent, poor organic growth
results, increased competition and the list
goes on. Let’s be candid about this strat-
egy, itis legitimate — you can actually
do nothing. But, if the goal is increased
shareholder value, you will fail. The do-
nothing strategy will consistently erode
shareholder value over time to the point
where either you close down your agency
or sell at a significant discount.

I have seen agencies where indeed
this was the right decision, but this falls
in the 5% category. So while I understand
why certain agency owners have done
this, let’s not do it. It is the road to failure.
That was an easy decision, next.

Choosing to enhance business value
may sound like an easy decision, but in
reality it is the most difficult path to take.
Why? There are lots of twists and turns
on this route. You must make changes,
take risk, invest capital, all with the goal
of increasing shareholder value year over
year. There is no easy path to take — no
shortcuts, no Mapquest.com or turn-by-
turn directions. All that you'll have is a
vision — hopefully one well conceived
— for both long-term strategic initiatives
and short-term tactical objectives.

You'll have to think about and devise
a plan for organizational structures,

compensation strategies, growth

plans, sales culture and results orien-
tation, among other things.

Finally, you can find a buyer or a
partner. For many, this road offers the
clearest and smoothest path.

Still, many people dismiss it, saying
it’s not an option. You need to consider
it. I go back to the basic decision that you
must make as a business leader. If you
agree that milking the cow is not the smart
strategy and you do not have the desire,
the capital, the people or the energy to
truly try and enhance the value of your
firm, what’s left? You can sell or merge
with another business. It’s never an easy
decision to sell your business, but it is one
of the routes available at this crossroads.

Deciding which route you will take
often requires a lot of soul searching.

It also requires a map, a business plan.
Without that, it’s a coin toss. Forgive me for
stating the obvious, but that’s not the way
to handle such an important moment in
the evolution of your business. Continu-
ing your business as it is without trying

to enhance your agency may be that thin
edge that is impossible to maintain. The
route marked “enhance value” will contain
many twists and turns. The decision to sell
or merge may sound like your business
has reached a dead end, but for many it is
the right choice to maximize shareholder
value and only viable road to take. In
today’s uncertain marketplace, carry that
map and refer to it often. Every year you'll
find yourself at a crossroads. EBA
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