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Abbreviations and Acronyms



	AI

	Artificial intelligence




	B2B

	Business-to-business




	B2C

	Business-to-consumer




	CRM

	Customer relationship management




	CAC

	Customer acquisition cost




	CLV

	Customer lifetime value




	CRR

	Customer retention rate




	DAU

	Daily active users




	EBITDA

	Earnings before interest, taxes, depreciation, and amortization




	ERP

	Enterprise resource planning




	EV

	Enterprise value




	FCF

	Free cash flow




	HR

	Human resources




	HVAC

	Heating, ventilation, and air conditioning




	IOI

	Indication of interest




	IRR

	Internal rate of return




	KPI

	Key performance indicator




	LOI

	Letter of intent




	MAU

	Monthly active users




	M&A

	Mergers and acquisitions




	MOIC

	Multiple on invested capital




	NPS

	Net promoter scale




	PE

	Private equity
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Introduction

After months or years of navigating the sales process, you are ready to take your business to the next level. You put in the work and managed to obtain private equity (PE). It was no easy feat. Congratulations!

At this juncture, what is the way forward?

You have shifted from limited capital for growth, insufficient operational expertise, leadership gaps, and possible debt management to fresh new challenges that come with this new ownership structure. You no longer have the final say and full autonomy. Investors are eager to see the business achieve rapid growth, causing you unprecedented stress. You need to figure out how to merge your businesss culture with that of the investors to ensure this ship sails smoothly into uncharted waters.

The complete control over your schedule that you once enjoyed has changed. PE partners have needs, questions, data requests, and other expectations. Learning how to navigate these needs while staying laser-focused on the business is essential to your success and the success of the business. This is the time that you could have spent on operational improvements or customer development. If this wasnt enough, the staff who helped your business achieve its current success are concerned about the companys new direction. Will they jump ship? Instinct tells you to be concerned.

All along, you thought the hardest part was behind you once you closed the deal. However, reality says otherwise.

PE experts have found that nine out of ten founders and entrepreneurs who sell their businesses to PE firms really dont know what theyre getting themselves into.1 Sadly, thats one reality. It does not have to be yours.

Perhaps you are coming into this company as an executive who has never navigated a PE business before. The uncharted territory is extensive. You know you need some guidance if you are to achieve the desired results in record time.

With the average holding period being approximately five years,2 the clock is ticking, and you are running out of time.

The goal of this book is to help you experience an alternative reality. That is the reality of one out of ten entrepreneurs, where you are fully prepared to level up using PE investment. Your goal as a nonfounding executive is to efficiently lead this business to realizing its full financial potential. Yes, this terrain is new and strange, but you know what youre doing.

Beyond the Deal is your battle plan.

Drawing from twenty-five years of executive experience across both sides of PE partnerships, this guide addresses the critical challenges most operators face. In addition, I have worked for nearly twenty years as a PE portfolio CEO and operating partner and have significant insider insights to share with you. My dual experience as both PE portfolio CEO and operating partner provides insights from both sides of these partnerships, including practical insights for navigating the transition. Steering cultural shifts, analyzing and developing financial frameworks, team building, managing investor expectations, orchestrating mergers and acquisitions and integration successes, and implementing winning exit strategies are among my areas of expertise.

Through the pages of this book, my goal is to guide you after selling your business to PE or making the career shift to PE executive, demystify PE operations, prepare you for PEs expectations, and help you build trust as a founder or entrepreneur with your financiers.

We begin in chapter 1 by discussing the mindset common among PE partners and the mindset that is most ideal for your success. Some of the questions we answer are What train of thought and understanding do you need as an operator (founder or corporate executive)? and What mindset does the investment team need to have for you to succeed?

We then move on to discussing the myriad changes you will experience, the financial metrics you need to stay on top of, and the keys to integration. Your team may need to be upgraded. As such, we will look at how you can achieve that while advocating with your board. Then, we will discuss mergers and acquisitions change management, organic growth, preparations for selling the enterprise, and your options for your career after exiting the platform.

If you read this book, you will remove the guesswork and give yourself the peace of mind that puts the odds of success firmly in your favor. Business comes with ambiguities and anxieties, but navigating PE concerns doesnt have to be among them.

As with most matters, its best to start at the beginning. We can all agree that every successful venture (and even action) begins with a thought. As such, what better place to start than to look at matters of your mind? In our first chapter, we will take a thoughtful look at alignment of your mindset with that of your investors and other business partners.

Let us proceed to our first chapter.



CHAPTER 1

ESSENTIAL MINDSET SHIFTS FOR PE SUCCESS



The man who focuses on contribution and who takes responsibility for results no matter how junior, is, in the most literal sense of the phrase, top management. He holds himself accountable for the performance of the whole.3

PETER DRUCKER

How you think directly influences how you execute in business. As such, to understand how to navigate the post-sale experience of transitioning away from entrepreneurship orif you are joiningfrom a corporate role to a private equity (PE) position, its important to start by looking at the ideal mindset to cultivate.

For our purposes, mindset can be defined as how you execute your responsibilities or work in the business. The most advantageous mindset you can have is one that focuses on answering this question: How do I advance the agenda of the company and the PE investor?

Business is demanding, whether you are managing the platform company (a business purchasing other businesses) or add-ons (businesses acquired). A successful operator (i.e., founder, entrepreneur, or executive of a business that receives PE investment) requires a certain frame of mind when dealing with investors and operating partners. Operating partners also have their unique mindsets. They are individuals or organizations hired by the PE firm to provide tactical assistance when and where necessary. An operating partner could be any type of professional who has worked in the industry or a similar operation. If a PE firm determines that the business needs stronger financial leadership, marketing, human resources (HR), or an alternative specialization, the PE firm will elect to hire an individual to fill that gap. In some cases, it may opt to hire a generalist. In other cases, the operating partner may be on the board, or the CEO may need to report to them. Regardless of the context you find yourself in, you must figure out how to maintain your relationships with the operating partner and/or your investor.

When you close the sale on your business, or if you commanded a great deal of independence in your corporate role, it is no longer about you and your interests alone. You now must think about collaboration and shared vision more than or in alignment with a level of autonomy and self-determination.


CASE STUDY

Dan Glickberg and Fairway Markets PE Partnership

The dream of most entrepreneurs is to grow a thriving business that is not only profitable but also makes an impact. Nathan Glickberg accomplished that. He founded Fairway Market in New York City in 1933.4 With tenacity and drive, he took one gourmet grocery store and developed it into a chain of stores across New York. His son, Dan Glickberg, later took to the helm and continued his fathers legacy.5 In 2007, with continued growth, Fairway Market sold a controlling stake of the company to Sterling Investment Partners.6 Sterling Investment Partners brought in $150 million in capital investment, facilitating further expansion of the enterprise. Four years later, the business managed to generate revenues of up to $550 million.7

Partnering with the PE firm wasnt without its challenges. The PE firm introduced changes to help the business improve performance. Sterling hired a new CEO and CFO, among other top professional management, thus introducing two key changes.8 Then there was misalignment regarding the vision: Glickberg wanted to further the businesss premium branding, while the PE firm expected to focus on a leaner but broader enterprise (fewer staff) with economy product offerings.9

Glickberg significantly misunderstood PE and how it works. The operational and financial scrutiny were new to him because of his lack of experience working in a PE environment. For instance, though the business had financial reporting, a higher standard of financial reporting was now required by the PE firm. Decisions that previously could be made by Glickberg alone now needed board approval.10 Many founders would find these changes somewhat degrading and a blow to their ego as they struggle with a sense of diminished confidence, authority, and identity.

Likely because of this friction, Glickberg ultimately stepped down from leading his family-founded business shortly before the companys initial public offering in 2013.11

Unfortunately, after Fairway went public in 2013, due to aggressive expansion, the businesss cumulative debts mushroomed to $270 million.12 By 2016, the companys debt was at $300 million, and its only option was to file for bankruptcy.13 The company then filed for bankruptcy again in 2020.14

This story begs the questions: If the CEO and the PE firm had been aligned with a shared vision, would the trajectory of this business have remained the same? Would Glickberg have stayed at the helm to ensure that the business his father built rose to even higher heights while staying true to his desire for a premium offering?



Looking at the Fairway Market case study, you may note that there was a significant divide between the CEO and the PE firms vision for the company. Lets look at the operators mindset first and address what elements constitute the most beneficial mindset for operators to have.

Five Critical CEO Adaptations

Fairway Market built its four-decade reputation on quality goods and premium service. It was proud of its premium branding and managed to maintain it for close to forty years. The misalignment was not in wanting expansion, but in a mismatched expansion that did not hold true to these founding values. Without a shared vision and values, effective collaboration is impossible. These are elements of the right mindset for CEOs to have. Next, well look at these elements of the right mindset and more.

VALUES AND VISION ALIGNMENT

Misaligned expectations between operators and PE firms inevitably create friction. Therefore, when going into partnership with a PE firm, you must choose a firm that aligns with your companys values and vision. With that alignment comes the ease of doing business together as partners. It should never be just about the money that a PE partnership can offer. It is not uncommon to find founders and CEOs in their new PE reality struggling because they did not learn how PE works or what changes they would encounter. One sure way of ensuring success is getting the right partner on the other side of the table in the first place. Success is almost guaranteed when your partner aligns with your vision and values.

GROUNDED

Operators who ultimately succeed in their PE partnerships are often exceptionally grounded. Their rootednessmental and emotional stability as a default setting of their personalitiesequips them to adapt to the new PE terrain. Healthy consideration of the self is not only helpful to live a productive life; it is vital. The problem is when it is inflated. This occurs when successful operators assume their proven methods will continue to work and enter the PE world with the belief that the rules that have helped them rise to this new level are the same ones that will help them succeed going forward.

Many successful operators are unique individuals with exceptional and admirable confidence and proactive drive. What is peculiar about some of them is the air of bravadoalbeit not arrogancethat they possess.

Some CEOs Ive worked with even believe they possess a type of magic or secret sauce. Unfortunately, that perspective is false. The entrepreneurial playbook that elevated you to your present success will not sustain you in PE partnerships. There are certain skills and mindsets that help entrepreneurs and corporate executives excel that do not naturally translate to a PE-backed portfolio company. A healthy ego means acknowledging a change in leadershipsuch as no longer being the top executive in your own businessif your business needs a different type of leadership for this new cycle. It
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