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Insurance Journal Weekly Blog March 26, 2008
Starting a Business Instead of Retiring
Four Factors for Success

While starting a business is a challenge at any age, a first-timer starting a business later in life will
encounter different obstacles than younger entrepreneurs, particularly when it comes to funding the
business, securing health insurance, managing personal finance, and succession planning. Younger
people can spend years trying to make a company profitable and can return to salary jobs if they don't
succeed, but people over 50 may not have the flexibility to deal with such a loss. Experts say older
entrepreneurs need to plan carefully to align their ventures with their life goals.

About 20% of the entire over-50 workforce in the U.S. is self-employed, and one-third of those workers
made the transition to self-employment after turning 50, according to a study commissioned by AARP.

Considering Financial Risk

Entrepreneurs and startup experts acknowledge that relying on a new business to generate enough
income to live on is inherently risky. Try calculating the savings you will need to retire and set that aside
before investing anything in a new venture. Structuring the business is also key; incorporating or forming
a limited liability company protects personal assets from a claim against the company. Sole proprietors
should understand the risk to their personal wealth, if they face bankruptcy, a lawsuit, or another claim
involving their business.

Health-Care Concerns

Older entrepreneurs also have to give special consideration to health insurance. For those over 65,
Medicare is one option. Those under 65, should try to get insured through a spouse's employer, but if
that's not an option, owners should factor the cost of health insurance into their business planning. Even
those in good health shouldn't go uninsured to start a business.

Time Commitment

Retirees who want to start companies, need to plan for how much time and energy they want to commit to
their ventures. For some, self-employment is a way to extend their careers on their own terms. They
become consultants in their industries, and can work on a part-time basis. Others who start businesses,
where they have employees to manage, may want to plan for a full-time schedule or delegate that
responsibility.

Up and Running

Older entrepreneurs also need to plan from the start, how long they intend to run their business, whether
it is to close the business, sell it, or pass it along to family when they decide to stop.

In general, people planning to spend their retirement running a business, need to understand the chances
they're taking. Self-employment income tends to be much more variable. But the rewards can be quite
appealing, and not just the financial ones, it can fulfill lifelong ambitions, it should allow you to maintain
regular contact with other people and hopefully prolong an active, healthy life.

Nicola Coghill
Classified Ads Coordinator, Insurance Journal
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