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Developing An Effective

he phrase “exit strategy” has
Tbecome an everyday component

of business conversation in recent
years. In the past, a time known as “the
good old days,” words like “retirement”
or “selling the business” were more in
vogue when a businessperson, employ-
ee, or owner, decided it was time to
hang up their spikes (or their mortar
and pestle, as the case may be).

In The Old Days

If you were a small business owner, a
pharmacist, the idea of retirement was
an often vague and fuzzy concept, not
one you particularly explored, thought
much about, or perhaps even
embraced. When these storeowners
from ancient times (the ‘60s and ‘70s,
perhaps the ‘80s) did decide to retire,
the issue of what to do with the store
was a simple one, you sold it.

You usually, if not always, sold it to
another pharmacist who would maintain
the store in its original location and pay
you for the assets you had accumulated
and the good will you had built up in the
community over the years. This money
was your “pension plan,” your retire-
ment funding. Often the pharmacist-
owner had children working in the busi-
ness, and he or she was happy to turn the
store over to them, continuing to receive
money from the business to fund his or
her retirement; eventually parting with
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the equity and seeing that it
was transferred to the new
owners.

Another alternative was
to sell to partners that you
already had, perhaps younger
than you, perhaps pharma-
cists you had taken into part-
nership over the years. This
process could be a stressful
one if you and your partners
had not maintained a reason-
able and current valuation of
the business and updated
that on a regular basis. But
with that said, there were
always ways to work this out and enable a
partner who wished to retire to do so.

In Today’s World
Now, community pharmacy ownership,
has become somewhat more complex and
a lot more stressful. No longer is “selling
the business” the simple option it once
was when it comes to retirement plan-
ning. For many pharmacy owners, the
vast majority of their personal net worth
is tied up in their business, often includ-
ing the real estate it occupies. The ability
to sell the business and either lease back
or sell the real property it is housed in is
often the number one (and sometimes
only) financial component of a communi-
ty pharmacy owners’ retirement funding,
with the exception of Social Security.
Accordingly, the need for effective
exit strategy planning is critical for
today’s pharmacy owners. Despite
shrinking margins and the ever-grow-
ing third-party prescription environ-
ment, today’s independent and small
chain community pharmacies, over
24,000 strong, are reasonably large and
valuable businesses. They are valuable
for their sales and profits, valuable for
their asset base, and valuable for their
market share within the communities
they serve. To attempt to sell a business
like this without effective planning, tak-
ing a long look at the big picture, and
developing and implementing a work-

able plan is, in this writer’s opinion, a
grave mistake.

Effective exit strategy planning in-

cludes the following elements:

= A thorough review of the current
financial status of the business,
sales, profits, and trends over the
past three years.

= An objective analysis, with the assis-
tance of an outside professional, as to
how the financial status or asset base
of the business might be improved in
the short run, to make it more appeal-
ing to a prospective buyer.

« A review of the local marketplace to
ascertain your competitive position
and value to a purchaser.

* The development of reasonable
expectations as to the value of the
business and the ability to sell it.

= An understanding of the timing and
events that the marketing and sale
of the business require.

* Most importantly of all, the devel-
opment of a reasonable timeline to
make it all happen, in order to exit
successfully.

While it is certainly true that contin-
gencies can arise and unforeseen events
occur, pharmacy owners who plan thor-
oughly for their exit from the retail arena
can do so successfully, selling their busi-
nesses for the highest possible value in
the marketplace when they don’t have
the pressure of a “forced sale.”

In this way, you can reap the benefits
of the years you have devoted to being an
independent community pharmacy
owner and pass on the legacy and repu-
tation you have built up in the commu-
nity to your successor, helping to main-
tain the valuable presence of community
pharmacy within the marketplace. [

ToNy DE NicoLA, R.Ph., is president of
Buy-Sell A Pharmacy.com, which is affiliated
with  NCPA’s Independent Pharmacy
Matching Service. If you are thinking about
buying or selling a pharmacy, call 800-296-
IPMS or go to www.ncpanet.org.
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