Tutoring Your Successor
by Richard Shank

Successor Tutoring Methods

Junior already knows how | run the business, and | plan for him to take over when | retire. He
doesn’t need special training! Oh? Then why do about 70% of all businesses crash within a few
years after a child takes over management from the parent?

Maybe you have no children interested in getting into the harness. Why bother tutoring an
employee if you expect to sell your business to an outside person? A new owner will operate the
business in the way he wants to run it, won’t he? Teaching an employee the methods which have
been successful for me may seem like a counterproductive waste of time. However, several
factors argue for training an employee who can successfully operate your business, if necessary.

Have you considered the fact that you may die prematurely? Also, most businesses without an
adequately trained successor will be dead before a sale can occur. What about the indisputable
fact that a business, without an employee who can run it successfully, is worth much less to most
buyers? Convinced? Let’s begin.

Step 1. Make a list of all the important things a manager should know in order to successfully
manage your business. Here are a few most should teach: inventory purchasing and control;
equipment acquisition; employee hiring, disciplining, and nurturing; banking; product pricing;
and marketing. Explain your management of Accounts Receivable and Accounts Payable. Explain
how to prepare and use financial statements such as P&L’s, Balance sheets, and cash flow
projections. Prepare written contingency plans. For example, if your business uses a computer
for order entry, detail what to do if it crashes or if critical data is lost.

Step 2. Set aside a specific time for training, and make such times virtually non-cancelable. To
avoid interruptions a good time is often before or after normal business hours. Allow a minimum
of one hour “class time” each occasion. Once each week is best, but it certainly shouldn’t be less
than once each month.

Step 3. Plan the items in a logical arrangement. Prepare for each “class.” This shouldn’t be a
casual lesson. Teach basic principles and concepts, not merely answers. Learning that you use a
markup of 36% is inadequate. Your student must know why you use this number, the
circumstances which may cause it to change, and how to calculate a new percentage. Try to
remember good teachers from your school days, and teach accordingly. Have a well organized
plan. Require the student to take notes. Buttress your teaching with charts, written instructions,
and graphs. Explain decision making steps. Do you remember assembling a new bicycle or
knocked-down furniture? You received an instruction sheet with orderly steps and illustrations.
Provide one for the ‘bicycle assembly’ you are teaching.
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Step 4. Give tests. Involve the student in real-life situations. Tell him to price the next shipment
you receive. Check his prices for accuracy. Ask him which brand of truck he would purchase. Have
him explain how he reached that decision, and then critique his thinking pattern. Remember
math class in school? In addition to achieving the correct answer, your teacher wanted your test
paper to show how you calculated the answer. You have a choice with most major equipment
acquisitions: you may either pay with your cash, you may apply for a bank loan, or you may lease
the equipment. Teach the thought process involved in deciding which of the three is best.
Remember the ‘best’ will vary depending on circumstances. He needs to know what will trigger
different decisions. He should know the way to recognize and why to choose each one.

Step 5. Allow him to make mistakes. If your boyhood was lived on a farm, were you able to plant
corn in perfectly straight rows the first time your father permitted you to try? He knew you
wouldn’t be able to do it as well as he the first few times. Worse yet, the passersby on the road
next to the field would see your blundering efforts, and they may have blamed your father for
becoming senile. But the wise father gave you instructions, allowed you to test your abilities, and
if the results were poor, he explained what you did wrong, and you discussed ways you could do
better the next time.

Is that all? No, but it is enough for you to start tutoring in your business this week.

Richard Shank serves as Business Advising Administrator for Anabaptist Financial. He has over 30 years of
business experience, and has participated in owning and managing four businesses. Richard also serves on
various non-profit ventures including President of Christian Light Publications, Inc.
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