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Speaker: [00:00:00] Hello, Nicole. 
Speaker 2: Hi. 
Speaker: So let's see, we've been trying to do this, what, for two or three months? 
Speaker 2: Literally since IMTS, every day. 
Speaker: Yeah, IMTS. Every day at IMTS we tried, it didn't work, and then we've tried, what, a couple times since? 
Speaker 2: Yeah, I'm gonna blame me, because I feel like I'm, I'm the bad one. 
Speaker: Well, you're just busy.
It's not bad. Yeah, everyone is, 
Speaker 2: right? But I seem to find excuses as to why I can't do these things sometimes. 
Speaker: We all do. 
Speaker 2: Yeah. 
Speaker: That's, that's the easy part. It's finding reasons not to do something, but the, um, well, I think you're, I think probably more people listening to this know you than they know me, but, um, maybe give, you know, why don't you give a little bit of an introduction to yourself?
Speaker 2: Okay. Um, Nicole Wolter, president of HM Manufacturing. We specialize in power transmission components, primarily for aerospace, defense, food processing, beverage, packaging, [00:01:00] um, we do gears, timing belt pulleys, spline shafts, just an all around job shop. And, uh, we've been in business since 1979. I took over from my dad in 2018.
Um, and what else? Oh, we love our interns. We love technology. I know I always talk about, you know, every two years we add and replace new equipment. So, um, we've been rocking and rolling ever since. Um, definitely excited for the year to come. I think 25 is going to be gangbusters for manufacturing. I know, um, it's been kind of a hard Few years for some, um, but looking forward to our chat and, uh, letting people know a little bit more about me and like a different sense, right?
Cause I feel like every time I've been on these, it's been talking about the business and what I've done to, um, scale the business and then my story. And so this will be a fun, different chat. 
Speaker: Yeah. So to, to stay on [00:02:00] those subjects for just a minute, cause I think some of those are very interesting. I want to ask you.
Three questions. So one, you left out, I think what a lot of people know you for is like your advocacy in the industry. 
Speaker 2: Yeah. 
Speaker: Um, I mean, you've been, you're everywhere all the time. You've been, whether like we're talking about IMTS or the white house, or you were just in the wall street journal talking, talk a little bit about like kind of what some of those things you do and, and, and what kind of, what drives you to do this?
Speaker 2: Yeah. So I feel like it's really important for small business, primarily manufacturers to have a voice. Um, and I feel like in D. C. it's really hard to have one because we get overshadowed by the big corporations. We get overshadowed by, uh, big tech. Um, and I feel like manufacturing for a while has had a bad rep and it was one of those words that no one really talked about.
And so I thought it was really cool that in 2018 specifically the buzzword of manufacturing was all over the place. just had some [00:03:00] really good experiences by just saying yes to everything. I don't know if that's, that's really good or bad anymore, but, um, I say yes to a lot of stuff and I feel like that has really helped me, um, kind of gain a name in DC primarily.
Um, and so I was part of the U S M C a policy building. That was really neat. Um, Just kind of sharing what it is to be a small business, what it is to be a manufacturer. Um, because it, that round table, when I was with the vice president, uh, VP Pence at the time, um, I was the smallest. So everybody else was a billion dollar corporation.
And here I am in like my QC five, five to 7 million range. And I'm just like, Hey, here I am. But you know what? There's more of me and, um, you know, we're the ones that really help the corporations. And so I feel like it's important for us to have a voice and to show and to share what we're doing and how the policies that are in D.
C. A fact us. [00:04:00] And so it's great to be able to share that. Um, obviously, not everybody agrees with what I have to say. But you know, when you see your team Be impacted and affected as well as your community. I think it's great for us to be able to say hey You know if you do this, this is what's going to happen on the back end, you know you're not just hurting the big corpse you're actually hurting small business because They're the ones that actually pass it down to us.
So Um, i'm very vocal about it. I think it's great. Um, yeah, I was just in the wall street journal. I Had a great time sharing the optimism, primarily from the team's perspective as well. Um, you know, I've been hearing a lot of sad situations from suppliers and vendors and other small manufacturers down the street that have closed indefinitely.
And so, um, when you see that, And you hear that, that's obviously scary for business. It's scary for manufacturers and larger OEMs, but just in general. So it was great to see how everyone's excited about the change of events here. 
Speaker: Yeah, I, I [00:05:00] mean, I'm thrilled you're doing that and there's, you know, a lot of great voices out there doing it.
I think it's so important. I know I get really, really frustrated when, you know, especially when you, I think when you're talking in political cycles where, uh, you know, people talk about the evil corporations and business owners, you know, greedy business owners Um, you know, or employers, you know, not caring.
And while I recognize there is truth in those statements, what it ignores is that, you know, 90 percent of the businesses in this country are you and I, right? And, and those are the people I know, right? And I think those are the people, you know, and very, very few of them that I've ever met in any industry.
Or that greedy, terrible employer just looking to put another dollar in their pocket, doesn't care about their employees, you know, that, that gets the emphasis in the, in the media. Right. So it's great to have, you know, people [00:06:00] such as yourself have a voice at that table and say, yeah, I mean, these things, well, it's a rounding error for a big corporation.
That's, you know, doing 10 billion a year that, you know, that little change is, you know, we're going to only cost them 50 million. They're not even going to notice it on their balance sheet. Um, I mean, it could put people like you and I out of business. 
Speaker 2: A hundred percent. And you know what? You're talking about those greedy business owners.
It's funny because those are the ones that end up going out of business, right? So, because they're so in, in tune with just taking money out of the business, they don't care about their, their team. So they don't have employees. They're not going to end up having the ability to get new technology like we do.
Um, and so those are the ones that you're like, you said, get the bad rep, but they're also the ones that kind of go out first. So, 
Speaker: yeah, for sure. I said, there was three things I was going to follow up on. With you about after your intro, but I don't remember what the other two were. So maybe I'll remember him later.
I'll come back to him. [00:07:00] The, um, but I'm, I'm like you said this, you know, I'm, I'm anxious to get a different thing, you know, here out of you. I think when, when we talk about family businesses, you know, like we just referenced and I, and I actually do think it's something like 90 percent of the businesses in the U S are considered.
Um, you know, small, like family owned family run businesses and, and I think our industry, it's probably even higher than that. Um, you know, and, and I think one time I saw that there's, you know, roughly 35, 000 shops like ours in the United States. So even if you just say there's 90 percent of those are small, independently owned, family operated, um, that's a lot of companies that are sitting in the same boat.
You are 
Speaker 2: totally, 
Speaker: um, that are sitting there, you know, maybe with a second or third generation. Looking at that next step. So I, so I hope there's, I think there's, this will be a very relevant [00:08:00] conversation to a lot of people in our industry. I think this is a, something that everybody has to deal with the, so you talked a little bit about when did you say you came into the business?
Speaker 2: Um, I came in the latter half of 2009. So not a good time. 
Speaker: So about 15 years ago. Don't age 
Speaker 2: me, Mike, but yes. 
Speaker: Well, I think everybody can do the math between 2009 and now, Nicole. 
Speaker 2: How about no. 
Speaker: The, um, So I guess talk briefly cause I did not come into a family business, right? So that's, that's where we're different in this.
Um, how was that coming in and working for dad taking over some responsibilities? 
Speaker 2: All of the jazz. Yeah. Obviously I think anybody that's part of a family business knows the dynamics and that it's not easy. Right. [00:09:00] So My, even though it's my dad's business, this is also his hobby. This is his love. This is his joy.
And, um, you know, when you have a kid like me that comes in and knows absolutely nothing about manufacturing, the last thing that you're going to do is listen to her. 
Speaker 3: And 
Speaker 2: I, I don't think it's because it's because I'm a woman or anything like that. It's just, I knew nothing. And so I really did have to learn from the ground up.
And it took me a lot of time and energy to prove to him that I was worthy for the next step. And I think that that's fair. Um, and I had to put in the work and we fought and, you know, obviously there's a huge age difference between us. You know, I'm still 25, but my dad's 81 now. Um, and so just, that's a huge gap of just the way we do things, right?
So social media for us is very different. The way that we prospect is very different. The way we do sales is very different. The way that we go about just any sort of [00:10:00] information is going to be so completely different than social media. someone of my dad's age. Um, and so there was a lot of trials and tribulations and I credit my mom because my mom was like the cheapest therapist, even though I swear she probably maxed out a couple of cards, getting herself some clothes for all the stuff she was dealing with.
Um, but you know what, at the same time as, as hard as it was, I'm actually very grateful because my dad pushed hard. A lot out of me. Um, we fought a lot and there was times where he walked out for two weeks and there was times that I walked out for two weeks and we said a lot of things in between those moments.
Um, but it was just trying to get an idea of, of each other's styles. Um, and I also think as my dad's super German and he's very hard on what he expects, he expects almost perfection. Um, but I wasn't also doing my best either. And I couldn't just think that I was going to come in here and. Say, this is how it's gonna go.
I'd approve myself. So it took a [00:11:00] lot of time. I would say in 2018 was the big blow up because there was a lot of dancing around what we were going to do and who was really in charge. And I think that that's also very difficult for a team, right? Like, who do you listen to? Listen to her? Do you listen to him?
You know, like it's, it's a lot of competing philosophies and, and I would say egos at the same time, right? You know, dad isn't ready to let go, but yeah, It's, he's also not doing the best either. Right. The way that he wants to do things, not necessarily the best going forward. Um, and so, and that's, 
Speaker: you know, go ahead.
Yeah, 
Speaker 2: yeah, yeah. No, 
Speaker: no, I was going to say that's a, you know, that's a real dynamic that everybody buying a business has to deal with, especially if the previous owner is going to be around. Right. So in my case, I'd bought, you know, Hill from the previous owner that had it for a little over 40 years. Um, she was pretty much like family to me.
So there was a little bit of that dynamic of, I mean, I think I kind of understand like you want to make them proud, but you also want to, you know, kind of be able to take your [00:12:00] own role. And I remember the first several months. You know, people still went to her office to ask questions. 
Speaker 2: Yeah. 
Speaker: Um, you know, I eventually had to go to lunch and say, Hey, you need to start telling them you don't know you need to go to Mike.
And, and she was completely supportive of that, did that. And, you know, that, that kind of sped up that transition. 
Speaker 2: Yeah. I, it's interesting, right? Cause when you talk about that too, and you're talking about wanting, like for me, I wanted my dad to still be proud, but you know, you're dancing around this subject of I'm still his daughter and he's still owning the business.
Right. So it's a, it's an interesting, Juxtaposition of how do you navigate these interesting waters without offending him? Because I like to come in and I call him Ken, and now he's hurt because he wants to be called dad. But I'm also trying to get respect from the team that they can't just keep thinking.
It's like, Hey dad, could you look at this quote? Hey [00:13:00] dad, could we technology? Hey dad. And so, um, you know, it's hard. I think it's, it's worse when you're a daughter than it probably is if you were a son. Um, so that's a different. Heartstrings that do get pushed and pulled from time to time. 
Speaker 3: And, 
Speaker 2: um, yeah, and it's, and we're still dealing with it though.
Even though my dad's like retired, you know, it's still, there's still these moments where he gets a little frustrated and he's like, ah, it's my business. And I'm like, okay. 
Speaker: Is he, do you find, is he, um, is he a lot, you know, so across your whole team, uh, is it, is he a lot harder on you than he is everybody else?
Speaker 2: Yeah, and I think that that's fair, right? I mean, 
Speaker: yeah, 
Speaker 2: I mean, I 
Speaker: know I'm that way with my kids. 
Speaker 2: Yeah, you have to be. I mean, I'm an only child. So, um, he raised me to be very tough and very strong and he gets on me a lot, even to this day, you know, even if I'm not in the office because I'm out doing sales calls, he gets after me.
Um, And I'm [00:14:00] okay with that, but it does get annoying from time to time. Cause it's like, listen, you know, I love this business. I know you and I kind of had this, this quick conversation at IMTS at the booth for making chips, um, that, you know, sometimes you wonder, are you doing this? For the love of the game.
Are you doing this to continue the legacy and to continue him being proud? Like, why do you do it? Right. And so for me, it's, it's both of those factors, but it's also difficult because I want to push back and be like, listen, like, let go. Obviously we've been doing this for a long time together. Um, but I'm not going to put the company in a position that's going to hurt it.
I obviously know my responsibilities, but I think it's a good way for him to just keep. a pulse and to check me from time to time to make sure. But 
Speaker 4: yeah, 
Speaker 2: you know, it's, it's a difficult situation still. 
Speaker: Yeah. So talk about that. So that's, you know, I know that's something that, you know, lots of times that second, third generation is [00:15:00] faced with.
Right. So it's, um, do I want to take over the business? 
Speaker 4: Yeah. Um, 
Speaker: versus am I expected to, um, talk about that a little bit. If you, if you're okay, if you're comfortable. 
Speaker 2: I think that that's a really, Neat, interesting dynamic that no one talks about. Right. So for me, when I first came on board, it's because the business needed help.
I needed a job. And it's always important and, you know, I didn't think I was going to stay here. Now, as the years went on and I started to really develop and hone in on my skills and, you know, Fall for the business. Um, there was also moments where I'm like, is this really what I'm going to do for the rest of my life?
Like, is this something I wanted to do? And we've had conversations, my dad and I've, what do you want to do? Why I want it. Okay. Um, but you know, there's times as you do get older and life changes, like, is this something you really want to [00:16:00] hold on to? Um, and as he gets older, sometimes I wonder. Who do I have to back up his side of things, right?
He's super knowledgeable. There's a lot that he has to offer that takes time to be able to kind of craft in to take over what he was doing and to build a team around it, right? And then there's also that dynamic of Okay, are you doing this because he's around and if he's not around do you even want to do it, right?
Is there a passion for it? Um, and I think from time to time like it it changes, right? There's there's certain moments from like I love this and I will burn to the ground to keep it going and there's other times where you're frustrated and you're like, you know, I'm I would love to just maybe take a step back, find someone that could do the day to day, and I could go do some of the other stuff that I really enjoy and have a family, right?
I think as a woman, those things kind of teeter on each other. Um, and I think it's okay to have these, these [00:17:00] feelings and, um, and it can change and that's okay. And you just have to be. willing to have those conversations with a family member or your dad or, or whomever. And we're still kind of stuck in that, in that middle field of what do we do?
Right. I mean, I know we've talked about, Hey, it's one of those situations where it's like you either buy something or you get eaten up. And so also that starts to play a factor into what do you do long term? 
Speaker: Yeah. Well, I mean, Yeah. I mean, it's such a capital intensive business, right? So like with your guys's approach of, you know, buy and buy or replace equipment at such an aggressive schedule or, um, when you have OEM stretching out payment terms, all that, you do lock up a lot of capital 
Speaker 4: and, 
Speaker: and it, it does make it difficult.
You know, one of the nice things I think for someone such as yourself, and I think there's probably a lot of people face same decision though, is, you know, it is also the type of business that. [00:18:00] That can be that foundation that allows you to go do those other things, right? If, if, as you pointed out, you find that person that can handle the day to day, then you can go explore those other things and, and be that advocate in the industry.
And I, cause I know you enjoy that. And, um, or, or, or raising a family, all those types of things can be accomplished, I think, in this industry, which is probably why it's so prevalently family run, right? It's totally, it's a, it, it does support a really good lifestyle for families. Thanks. Um, but I, I can see where, you know, I, again, I haven't been through a family business myself, but I've bought some, um, you know, from a, from a second generation or even a second generation that didn't want to take it over.
And, um, you know, those, you can tell there's. There's a different dynamic there. And I say, I haven't been a family. That's not even true. My first, my, my very first, uh, entrepreneurial [00:19:00] endeavor was with my brother and, um, you know, frankly, it didn't end well. 
Speaker 4: Yeah. 
Speaker: And it affected relationships now still 30 years later.
Speaker 2: Yeah. 
Speaker: Um, and so there's that awkward aspect too, of, you know, you want to enjoy Thanksgiving dinner.
Well, ideally, maybe it's been a long time since we did, but they, um, and then you're, you know, I mean, you're, I would assume there's got to be a pretty heavy weight of like what your dad wants, right? I mean, the legacy that he's built and. For 
Speaker 2: sure, we've, we've had these moments where he gets frustrated and he's like, just sell it.
I don't want it anymore. Ah, it becomes that big bravado, right? When he's frustrated and feels like maybe I'm not hearing him or maybe I'm not doing something to his liking. Um, [00:20:00] and I know that at his age, that's especially with his health issues, that's not, And it's also not good for me because it weighs on me.
Right? I already have enough stress as it is not only just dealing with the day to day, but growing the business cashflow payments, finances sale. I mean, the list, the list is just endless, right? Customer service, all the boards that I'm on. And then, Making him happy too, right? And then also my own personal life, right?
So there's, there's a huge portion of it where it's like, God, I just don't need this extra stress. Um, and so I think that's when you just kind of have to look internally and be like, all right, now we got to figure out, do I buy him out a hundred percent and make it mine? So he no longer has to deal with these feelings of frustration and that like, he's not getting what he wants out of it.
Or do we look at something where you do take on a partner and you do take on those risks, or do you sell it, or do you do something else? And, um, and I feel like [00:21:00] it's, like you said, it's hard because I do look at him and I know how much he loves this, but I also know that if I took it away from him, It would kill him.
And so I think it's really difficult for a family business. That's small, right? For me, we are small to still placate the original owner that this is his hobby, where he comes still on the weekends and he comes on a Saturday and plays around and may not necessarily do anything, but he still likes to walk around.
He still likes to feel needed. And then also trying to do things so that I can feel like I have ownership and be able to grow. So. I feel like for small businesses and family owned businesses, it's, it's a really interesting situation. And sometimes it's just ripping the bandaid and saying like, okay, you know, I love it, I'm going to do it.
And then what are next steps? 
Speaker: Well, and I, you know, I, I, you've, you've mentioned a few times. Like, I love it. I love it. I need to love it. And I think that, I think you're drilling in on something in this industry that is probably [00:22:00] more true than a lot of industries in my experience. I mean, this is a tough, tough business.
Speaker 4: Yeah, 
Speaker: it is. Uh, you know, I know Paul van meter, he always talks about it. He thinks it's, it is the hardest business in the world. 
Speaker 2: Yeah. 
Speaker: Um, and if you don't love it. 
Speaker 2: You got to get the hell out. 
Speaker: Yeah. I mean, it's, you know, uh, Mike, uh, Fritz was on my last episode of by the numbers and he made a comment about, you know, as an owner, you need to bring a certain level of energy to the shop every day because, you know, in what he's finding is, you know, the owners wear out before the machines do right.
And I, and I thought that was such a great point because. I've got machines out here that are 20, 25 years old that still make good parts. Right. But if I don't, if I don't come in with that same energy every day, then we're going to fail at things, right? If we're not, if we're not pursuing our vision, [00:23:00] we're not following our processes, we're not managing our people correctly, that machine will just do what the machine is supposed to do.
And so I think, you know, that's probably one of the key sides of the softer side of a family business is like, how much do you want it? Like you need to love it. And I don't know if you have to love it maybe as much as your dad. 
Speaker 2: No, you don't. Cause I'm never going to. But you better 
Speaker: love it. 
Speaker 2: Yeah, I mean, I'm never gonna, of course, I know that I have responsibilities and I have to sometimes work on weekends and sometimes, you know, it's just part of owning a business where you're never off, right?
You're, I'm always on emails. I'm doing stuff. I may be catching up on quotes. I might be doing some, some payments, whatever it is, you're always doing something. However, I, I know when to say I'm going on vacation. Goodbye. And I, and I think that you have to be okay with knowing that, like you said, my dad's going to love this more than I will.
I love it. Right. I it's given me an amazing [00:24:00] foundation, a good, solid base for me to take it and grow with it and scale it to things that my dad has never been able to do, right. But it's not my hobby and it's not my passion. Right. My hobbies and my passions are riding my horse. Like those are, those are things that like I get excited about.
That's what keeps me sane. 
Speaker 3: Yeah. 
Speaker 2: But, you know, when you're talking about like what your, your other guests said about having energy, I've had to, in the last six months, really reshift and refocus who was on my team because I felt like it was such an energy suck that there was times where I came into my own company and I no longer felt comfortable.
That's not good 
Speaker 4: because your energy, 
Speaker 2: everyone picks up on that. So if I'm walking in frustrated and I don't like it, guess what? It's going to, it's going to fuel to everybody else. So, you know, that's actually really, really smart of what he said, because it's true, like you have to have energy because your team is going to feed off on that and they feel [00:25:00] a slum and they feel that you're just not happy.
They're not going to be happy out there either. 
Speaker: Yeah. You know, I had one of my managers today, um, you know, kind of gave me a reality check. We were talking about some stuff that, you know, not, not fun topics, um, nothing terrible, but just, just some shortcomings. And, you know, he made the comment, he said, I'm, I, I can only enjoy my job as much as you're happy.
Right. So, I mean, it kind of puts you back in perspective going, okay, you have to bring that energy, even if, You don't feel like it today because you need your team to feel it. And so if I, if I come in in a bad mood because of some stuff that's happened or, or maybe something just in my personal life or doesn't matter, right.
If I come in with low energy, no energy, that's going to quickly, [00:26:00] quickly, quickly, quickly, you know, flow through the entire organization. And, you know, it's one thing for that to happen for a day. But if I, you know, if I go through a period of time where it's weeks, months, years and it's 
Speaker 2: a lull. Yeah, for sure.
Yeah. 
Speaker: Yeah. And when he said that today, it made me realize, I mean, I, you know, that's just something I have to pay attention to as that leader of what energy am I bringing in every day, right? If I come in mad, everybody's going to be on pins and needles and they're going to have a bad day. 
Speaker 4: For sure. If 
Speaker: I come in high energy and everything's beautiful, Then, you know, we'll have a little bit more loose environment and people enjoying their day.
The, um, so I want to talk, I want to talk a little bit too. So you mentioned, you know, you're an only child, so that's, you know, that's a little bit different dynamic too. So when you look at family businesses, you know, you, you've got how many children? And which ones are in the company or are not in the company.
Right. Um, and we've bought some [00:27:00] companies in the last few years that had all of those dynamics going on. Um, only child simplifies one of those, right? You're not competing with siblings for who's going to take over the business, anything like that. Um, but there's always the question, like, so especially as an only child, I mean, not to, not to bring up, you know, you know, future bad things, but you're going to end up with this business one, one way or another someday.
Speaker 4: Right. 
Speaker: Right. I mean, you, you, by nature of being the only child, we'll inherit this estate estate at some point. 
Speaker 2: I love it. Spoiled, rotten, only child syndrome right there. Give it to me.
Speaker: The, uh, so, you know, lots of times people have the question like, well, I don't, maybe do I need to buy it? 
Speaker 4: Yeah. 
Speaker: So, I mean, I, I theoretically know reasons why you would and wouldn't, but I [00:28:00] mean, tell me, tell me kind of in your mind why you might be interested in doing that now versus waiting 
Speaker 2: the few years or whatever.
Yeah. 
Speaker: I mean, hopefully a long time, but 
Speaker 2: yeah, for sure. Right. I think for me in particular, because I want it, um, it makes it easier. I think it would alleviate a lot of the stress for my dad. Um, I know that that's like a, a big portion of it, but you know, maybe it's the only child. It's that alpha in me. I want it to be my own.
I want to be able to take it. I want to be able to do stuff with it. Obviously I would like to go for the woman owned minority owned business. I think that that's super important. I'd like to take the company a little bit of a different direction. You know, my dad really likes things done his way. I would like to scale it in a different platform, kind of take some of the software systems that we have and just transfix it, get [00:29:00] something new, more modern.
Um, and I just think for me personally, I, I don't know. It's, it's more for me than I think it is for him. 
Speaker 3: And 
Speaker 2: I think that that would really change how I felt about something. 
Speaker: Sure. Raise that energy level. 
Speaker 2: That's interesting. 
Speaker: Go ahead. 
Speaker 2: Go ahead. Go ahead, Mike. Yeah. 
Speaker: No, I was going to say it's interesting.
That's the first thing you said. Cause when I've had, you know, similar conversations with other people, it's. Um, very seldom do people bring up the financial aspects of doing it. You know, I want to make more money or, you know, anything like that. It's, it usually is that, you know, I, I want to just, I want the decision making authority I want, I want to drive my vision, right?
I want that operational control to do what I see is next. 
Speaker 2: Yeah. 
Speaker: Right. Yeah. That's interesting. That's the first thing you said too. 
Speaker 2: Yeah. You know, it's financials is going to be one thing, right? I mean, everyone wants to grow, everyone wants to scale, but it's so nice to be able to. You [00:30:00] know when you talk about that energy coming in It's always so nice to be like this is mine, right?
It's just like you get that excitement and you know that like you don't I don't have to be like hey dad So I decided to do this or hey dad. What do you think about this or hey dad? What are your thoughts? Um, and not to say that he doesn't give me autonomy to just go do those things, but I feel obligated to share those things because in the past, when I haven't, um, I was the bad daughter and you don't tell me anything.
Speaker 4: Right. 
Speaker 2: I mean, I just, I, As funny as that is, sometimes it's just not because you're just like, geez, you know, like, come on, like I I'm doing this cause I know I've got to be able to, to fail and understand. Um, but I think it would also free up the worries as well. Right. I mean, for me in particular, You know, God forbid something happens.
I don't want to have to deal with this in the courts. And I don't want to have to deal with these types of tax repercussions. And I don't want to have to deal with other things that are going to come down the [00:31:00] pipeline that I may not be prepared for financially or from a tax perspective or from whatever.
So I feel like it's just, it's a, it's a good way to protect the business yourself and just everything. In that course. 
Speaker: Yeah, I think the, you know, what you nailed there at the end or the practical reasons, right? So it's, um, it's, it's usually gonna be more tax efficient to, to do a structured transition rather than something, you know, post, you know, in an estate form.
Um, you know, lots of times to, I mean, you know, generally in family transitions, you can work out the financing pretty well, right? So you can, you know, You can do a, a structured buyout where, you know, it's seller financed and it's like, dad, I'm going to pay you, you know, 20, 000 a month for the next, however many years, you know, whatever that, whatever the finances work out to, which [00:32:00] secures their retirement and all those types of things.
But the big, you know, probably one of the biggest things really is that avoiding probate, right? I mean, you don't, even though you're an only child and I mean, there's not a. Not a whole lot there probably to fight through, but if that stuff's not, if it's not structured, you still have to go through the process.
Speaker 4: Right. 
Speaker: And that can be mind numbing. It can be expensive. 
Speaker 4: Yep. 
Speaker: There's a lot of elements there. Um, but you know, I think you're, I think the biggest benefit of doing it early really is that, you know, let's, let's, let's say you said your dad's 81. Okay. So let's, let's go way out and say, he's got 20 years left in him.
Right. Um, well, and, and you're 25, do you, do you want to [00:33:00] wait till you're 45 to start establishing your company? 
Speaker 2: Right. Right. 
Speaker: Um, you know, so, and, and, and now you don't have as long of horizon to build your vision of what the company can be and should be and so forth. So, I mean, I think that, I think that's probably a key piece.
You know the back to the people that may be wondering like why not just wait I mean, you know if if if operational control is not important to you and there's no issues with Like the taxes and the state and so forth. I mean you could wait, you know If you're sure if if if dad mom and dad own the company But haven't been there in six years and you're running it.
Anyway, you already have that operational control and You know, everybody's happy then, you know, that that's not a consideration for you, but I 
Speaker 2: don't, I don't know how 
Speaker: often that happens. 
Speaker 2: I think quite a bit, you know, why Mike? Because I know, I know I [00:34:00] talked to you about wanting to purchase smaller businesses and either.
Kind of fold them up into my company or just take it and just do something else with it. Right. 
Speaker 3: Yeah. 
Speaker 2: Um, I was looking at one particular business that I thought was very interesting. They had lost about 50 percent of their business because one of them was just solely one customer and one customer only.
Speaker 4: What I 
Speaker 2: thought was very interesting is when they said that, you know, some of the employees would stay on and some would not. It was a husband and it was. Uh, a wife. The wife was doing all the office stuff. The husband was doing operations and out in the shop. And then the son was this programming guru. Uh, was out on the shop floor every day.
And I thought to myself, you know, why is it? That that son didn't buy it or say, Hey dad, like I want to, I [00:35:00] want to take this to the next level or, you know, something along those lines. I thought it was very interesting that here there was this family dynamic and now they were in a position where. He had to sell and it was for, you know, and they said, quote unquote, retirement.
And, and, you know, I looked at the financials and they're not so good, but you know, they could still keep going, right. They still had some good cashflow coming in, but I just thought it was very interesting that here was the son that wasn't going to stay on if you bought the business. And I thought that it was a very interesting situation.
Speaker: Yeah, I've seen that, probably more often than you might think. I mean, there's, I've looked at a lot of businesses over the years that there is a son, a daughter, or somebody that is in the company that, you know, they're happy to be there as long as 
Speaker 2: mom and dad are there. Yeah, 
Speaker: but, but they really, they just don't, maybe they don't want to be business owners.
They just, they don't have the drive to, Which is probably [00:36:00] reminiscent of why that company, for example, has dropped 50 percent in revenue. Right. But 
Speaker 3: the, 
Speaker: you know, everybody went on cruise control, right? The owners, the son, like everybody's just like, Oh yeah, we're doing fine. And has just let it go. Um, and, and as you pointed out earlier, I mean, if you're not, if you're not driving forward, you're going to, you know, that revenue is going to decline.
I mean, I see it, this industry, especially, I mean, the, the number of companies I look at that, Used to be doing, you know, in their, in their height, they were doing three or 4 million a year. Then it dropped down to two and now they're left with doing 1 million a year with that one customer they've been doing 
Speaker 2: for 35 
Speaker: years 
Speaker 2: and 
Speaker: they're ready to walk away.
Speaker 2: And I find that to be really interesting, right? Cause for me, there's that family dynamic and you would think that maybe they would have had a discussion to say, Hey, what are we doing here? Versus like that last minute, like ditch effort of, we need to get this thing [00:37:00] sold to try to recoup. Um, well yeah.
Speaker: And your valuation has just gone from, you know, maybe something that could have secured that second generation, third generation, whatever to maybe nothing where that person's gonna leave, but they're still gonna have to go get a job. 
Speaker 2: And I just find that to be sad, right? Because when you talk about what I want to do, right?
Like we've had, my dad and I've had these discussions, maybe sometimes to a point of just obnoxiousness is what do you want to do? What do you want to do? Do you really want this? Do you want, and I think those are healthy discussions. And I think also it's okay to say, Hey, I don't want it. Right. So I feel like as a family business there, you need to constantly keep checking in to see, do you still want it?
We're, and if not, what do we do? Because maybe today you do and tomorrow you don't, maybe that son that was that, you know, amazing guru guy, maybe at one point he did want it and then they should have structured it differently. To [00:38:00] sell or to be in a better position than they are today, right? So yeah 
Speaker 3: for sure 
Speaker 2: It's it's really important to keep having these discussions of do you want it?
Do you not? Um, and then making well and Yeah, 
Speaker: I think you bring up a good point too. That's worth mentioning. You know, there's a lot of family companies that um, You know, regardless of what transactionally might happen between generations, you know, there is no intention of ever You know This ever changing hands, right?
So you think about like a Nick Goldner and his family, you know, Nick and his brothers are, are in his cousins are now a third generation, um, you know, that are taking that next level of leadership and ownership in the company while their dad's still involved. And, but, you know, they're not making plans to grow this to some point to an exit, or I don't know if you've met Matthew Nix, um, who's the host of making sparks.
You know, he's on the, he's fifth generation with he and his [00:39:00] brother as the fifth generation owners of this company. And they're in between them. I think they, I think they have gosh, seven or eight kids that they're preparing for the sixth. Right. So there's that dynamic also where, yeah, there might be a transactional transition of ownership throughout those generations, but you know, if, if I think if, you know, if you're sitting out, if someone's sitting out there as that You know, maybe owner that's looking to leave or is hoping to groom their, their kids into the business.
You know, I think you have to be working on that from the beginning too. Right. I mean, you can't just 70 years old say, you know what? I think I'm ready to turn this over to the kids, 
Speaker 3: but you 
Speaker: never got them outside of that role. 
Speaker 3: You 
Speaker: never, you never gave them the, like the opportunity your dad has given you to run the business.
Yeah. He may be in the background challenging you on different things, but just really probably just making you [00:40:00] stronger. Right. I mean, there's as frustrating as it might be. You're learning from every one of those conversations 
Speaker 4: for sure. 
Speaker: And, um, You know, he's, he's passively and actively training you to take over versus maybe the example you gave.
They just let the son sit in a room and program did not prepare him to take over the business. 
Speaker 3: Yeah. 
Speaker: So that's a, and it, I think there's a lot of companies that do that. I mean, like I said, I've bought a few, um, and you know, sometimes it's, you know, sometimes just by the nature of the fact that the, the parents ended up making the decision that The son, the daughter, whoever aren't prepared to take over the business.
So they're not going to sell it to them. They're going to sell someone else can create some huge problems inside the family. 
Speaker 2: Totally. Totally. You know, and like I, for me, I'm very lucky that as another child, I don't have to deal with that. Right. Um, but there are those dynamics. [00:41:00] Where in the beginning, you know, my dad said I'm never going to sell it or you're not ready and you know, and that's okay Um, but I think you have to have these discussions internally, especially for a family business because Yeah.
Mom and dad don't, maybe mom and dad would like to sell and grab the capital of it and they don't really want to take it to second gen, but you know, I think for these family businesses, the biggest problem is, and we've talked about this, no one really knows where to go and what to do. It's very interesting.
You hear all about these private equities, all about venture capitalists and everyone's selling and going to market. Um, and I've even told you that I've used online search bases of, of businesses that are going for sale. To try to see what's out there. No one really knows the avenues to get there until it's obviously too late.
And I think that that's a really sad situation because there is no middle, there's no bridge, right? It's either you're selling and you, and there's a venture capitalist guy and there's no in between to like bridge the gap of how to [00:42:00] actually get there and get your company ready for that type of sale.
And I think that that's where all these family businesses get into huge troubles. 
Speaker: Yeah. So the, you know, the technical aspects, thanks. I think this is a good way to kind of wrap up where we're at. So, you know, we've talked about the desire to buy the company, the reasons you would, the reasons you wouldn't now, now we can, you know, talk about how.
You know, um, so there's, there's a couple of things. So you as a potential buyer, you know, you, you've already overcome one of the biggest hurdles that people that want to buy a business have, which is identifying one, right? So that's lots of, like you said, you know, looking online at, at different brokerage websites, whatever, um, talking to networks about what companies are for sale.
Well, you've already bridged that, right? So you already have identified the company. Um, you know, then it's, then it's really just kind of a normal process, right? You gotta. You got to evaluate the financials. [00:43:00] You've got to, you know, there needs to be a real valuation done, right? It needs to be a fair valuation.
Just like if, whether you're buying your dad's business or I'm buying your dad's business, we ought to pay the same price right now. It'll probably be structured completely different, but from a fair and equitable standpoint. For your dad's benefit, your mom and dad's benefit really to monetize what he's built and needs to be a fair evaluation.
Speaker 3: Yep. 
Speaker: Um, you know, and in our industry, that's usually going to be some multiple of EBITDA or really in a, in a, in a more traditional sense in this industry. especially like in, in the size of companies we're talking about. It's even just, it's not EBITDA as much as it's called seller's discretionary earnings.
So essentially what's everything that's not going to continue, right? So your dad's salary is not going to continue. You're not going to replace this, what he takes out of the company. You're not going to replace his car. You're not going to. Those would be [00:44:00] ad backs that would, he would benefit from. Right.
Speaker 2: So I think that's interesting, Mike. So, so I know everyone talks about EBITDA or EBIT depending on like how they want to do things. But at what point, what is the size of the business where you wouldn't go necessarily to that EBITDA or EBITDA and you would do what you just said? The sellers, 
Speaker: sellers, discretionary earnings.
So it's almost, um, 
Speaker 2: Yeah. What is, what is that size range? Cause I think everyone to kind of know, right. When you think about it. 
Speaker: Yeah. So usually the smaller, the closer or closer held the company is, the more you would go. I don't know if it's so much size as it is ownership. Right. So if you have a, 
Speaker 4: if you have a, if you have a 
Speaker: single, 
Speaker 4: yeah, if you have a 
Speaker: single owner company, right.
I mean, entrepreneurs and business owners are usually very tax efficient, right? So they might be running. You know, I mean, an owner generally is going to run their cell phone and maybe their car or the gas or, you know, [00:45:00] whatever through there they've, you know, they've worked with advisors to take certain amount of salary versus distributions.
Speaker 4: Yep. 
Speaker: They've, um, you know, whatever kind of tax things they've done. Plus the, um, you know, maybe they have a country club membership, maybe they have go down the list, right? It's, there's all sorts of things that are, they're allowable and perfectly acceptable. Um, as the owner of a business that, that are not going to continue when you buy it from them.
Speaker 4: Right. 
Speaker: Right. It might be replaced by what you decide to do. For sure. But, but those things are not going to continue. Right. So that, those things would fall out of your typical EBITDA calculation. So it's kind of like the, the, the bigger the company gets or the more owners there are. The more reliable and EBIT calculation would be.
So that's 
Speaker 2: actually good for everybody to kind of know because you never really, I mean, of course everyone's going to do something differently, but I think [00:46:00] it's really good for those that are smaller that are a hundred percent held by, you know, the original owner, 
Speaker: a single person, 
Speaker 2: right? What, you know, yeah.
So even 
Speaker: like leaving like, even like our two businesses, you know, wh as fwhere I'm, I'm closely held and your family held, but I have partners. Okay. Um, so there's a lot of stuff I don't do in my business that your dad probably does or that you would do when you own it. 
Speaker 4: Right. 
Speaker: Because I'm closely held. I'm not going to ask my partners to pay for those things that I'm personally benefiting from.
I just pay for those myself. If I was, if I solely own the company, Some of that might run through the company. 
Speaker 4: Right. 
Speaker: So I'm, I'm more likely to be a, an EBIT calculation than you are. Now, again, if you're buying it and you didn't need to replace me, you might still add back my salary or I'm going to push you to add back my salary and you know, some of those types of things.
But, [00:47:00] um, yeah, really the seller's discretionary earnings would be, I think in most cases kind of the step before an EBIT calculation. Doesn't necessarily depend on size because I mean, there's, you know, companies doing a hundred million dollars a year that are, you know, solely how single ownership, um, that you might run an SDE calculation on more so than EBITDA.
But, um, but yeah, so that is a key step though, that valuation and agreeing on the valuation, especially in as close as a transaction is going to be between like you and your father will be. You know, what's, what's the math I got to, you know, what's the formulas I got to, to get to this valuation and you need to agree on it, right.
And these be transparent. Um, then there's all the, you know, then, then you get into the structure where again, you have an advantage as a family member of, you know, [00:48:00] it's, you're less likely to be on total opposite sides of what that outcome should be. Totally. You're going to, you're going to want a deal that's very, that is, you know, like net tax, very advantageous to him.
He's going to want that for you. Um, you know, when you get into the financing, it's very, very, very, very common in family transactions that it's going to be a seller finance deal. 
Speaker 4: Right. 
Speaker: Um, you know, we're really the cash flows of the company are buying the seller out over the next five years, 10 years, 20 years, whatever the structure is.
Not you know, you're not gonna be sitting there required to go I gotta have 20 percent down and get an SBA loan necessarily have the bank. I mean you might I mean some some transactions go that way 
Speaker 2: Right. Yeah, but I think it's kind of nice because you do you you're already like on the same page of a buyout So it's just kind of navigating also [00:49:00] the, the waters though, of someone's feelings.
Well, like you said, you're way closer than if some venture capitalist comes in or private equity and says, Hey, here we are, we're going to buy it. Now you're, you're, you know, you're kind of on polar opposites. 
Speaker: Yeah. Yeah. Everybody's looking out for their own in that case. Right. And not always. I mean, even, even still in a lot of the deals, like the size of our companies, I mean, you're dealing, um, You know, you're, you are dealing between two humans that, that generally want the best for each other.
Um, you know, there, there, there'll generally be some, a sticking point or two for either party that can complicate things, but, but I don't know very many people buying companies, our size that aren't also looking out for the seller, you know, trying to structure a deal that's fair. 
Speaker 3: Yeah. 
Speaker: Um, you know, you get, you get to like our combined size.
Now you're, now you, now your buyers probably truly are like. Hard private equity dollars [00:50:00] and 
Speaker 2: the sharks. Yeah. Yeah. And if they can, 
Speaker: you know, if they, if they can squeeze out two tenths of a percent on the valuation, they're going to, you know, that type of thing. 
Speaker 4: Yeah. 
Speaker: But, um, but I think, you know, probably the, probably one of the important takeaways from that aspect is You know, as a potential buyer, like you've already overcome a lot of the hurdles when you're doing a family transaction.
So just the identification of the deal, the, the, the, the negotiations, right. Can be more open, honest, transparent. Um, you know, your financing options, your structure options, all those things can be, um, I mean, those are a lot, those are the hardest parts of a deal and, and you're already all on the same page.
So that's, that helps a lot. So, 
Speaker 2: yeah, 
Speaker: well, I think we covered a bunch, Nicole. 
Speaker 4: Did we? Yeah. Yeah. 
Speaker: Is there any, do you have any other questions about like, maybe on [00:51:00] the transaction side or. I know we, I know we need to connect on some of it anyway. 
Speaker 2: Yeah. Yeah. You know, I think what's, you know, probably going to be healthy for everyone out in the, in this world is like you said, I think you have to figure out what are the next steps, how do you get there, and if it's something that you'd really want to do, because, you know, manufacturing and eveeasy and you really have to, you know, Eat, breathe and sleep this thing nonstop.
And so, you know, if someone's looking to try to maybe get out, the exit strategy should start getting into place the sooner, the better I feel. And if you do want to buy probably the same situation. 
Speaker: Yeah. And you asked about, you, you'd made the comment or the question kind of too, about just kind of not knowing where to go next.
Um, you know, once you have made that decision to do it, I mean, what I would tell listeners here is, um, you know, reach out to me, I mean, I'm happy Talk through it with people, but there's [00:52:00] a lot of people like me out there and, um, I know a bunch and, uh, you know, attorneys are good. Bankers are good.
Accountants are good at, at either helping negotiate. You're not helping necessarily negotiate, but just structure and talk through some of these things. Um, I'm happy to talk to anybody that listens to this and has questions. I know a lot of other people that are as well. So, um, you know, but it is important to do it.
You know, I, I, I have seen, unfortunately I have seen these not go well and have a longterm effect on a family. 
Speaker 2: Yeah. 
Speaker: Um, to the point where they don't talk anymore, they don't have Thanksgiving together anymore. 
Speaker 2: And that's sad. It's 
Speaker: terrible, but it happens. Um, 
Speaker 2: yeah. 
Speaker: it, I think in 99 percent of the cases it's avoidable.
Um, but it's, you know, they missed, they skipped a lot of these steps or they, [00:53:00] you know, probably the worst, the worst mistake I see is They never formalize the transaction, right? So it's just, okay, yeah, Nicole, you can buy this from me. Look, company's going to pay me 25, 000 a month till the day I die. And you're in charge and you own it, but you never actually own it.
Right. Yeah. Company starts, you know, let's say we have a rough year and the company has to skip some of those payments. And of course it doesn't, you know, again, a lot of it depends on how many siblings there are and, you know, and all of a sudden. Some of those payments get missed or something like that.
And dad comes back in and says, man, you haven't paid me for three months straight, you're out done. I'm selling somebody else. Well, now the family's 
Speaker 2: in turmoil, 
Speaker: total disarray. Oh, it's, it's brutal, but it's also, I mean, just like any deal. I mean, if you've got to structure it, you've got to do it. You just got to do it right.
And you know, then, I mean, those things doesn't mean [00:54:00] aren't going to go through a rough year and the payments can't be made, but at least there's provisions for what happens if it doesn't. And it can be talked about, but when it's just, it was talked about over lunch, it, they just failed. 
Speaker 2: Yeah. 
Speaker: Right. Well, Nicole, thank you.
Speaker 2: Thank you. I, yeah, 
Speaker: I'm, I'm thrilled to have you on here and I think a lot of people will get a lot out of it. So 
Speaker 2: good. That's what I'm here for. 
Speaker: Alright. 
Speaker 2: Okay. 
Speaker: Thank you very much. 
Speaker 2: Bye.
