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It has been said that having a business is the 
closest thing to having a child.  It needs 

nourishment (money) and demands attention 

(management) but the satisfaction derived 
from having it is unique.   

 

It is funny that business owners develop a 
special attachment to their special “kids” to 

the point of making it difficult to release 

power or plan for succession. 

 
Yet, thousands of businesses fail to plan for 

the all-significant events of retirement, 

succession or death.   
 

It’s All In the Planning 

 
People don’t plan to fail, they fail to plan!  

This applies to all facets of life but in 

business it can cost dearly.  It cost money, it 

takes a toll in productivity and it creates 
havoc at the executive and managerial 

levels. 

 
It cost money because the death a small 

business owner may trigger a stock transfer 

subject to the IRS’s estate laws. As a general 

rule if no succession plan is in place this 
transfer may be treated as a taxable event. 

 

It takes a toll in productivity because your 
employees will be worried about their 

future.  This is even worse if the business 

owner does not have any heirs (or any 
instructions in the form of a will or other 

estate planning tool) since the fate of the 

company stock if now controlled by state 

and federal laws. 
 

It creates havoc because without direction 

every member of the management team 
(whether they are family or not) will be 

fighting for power.          

 
If we plan around these three elements the 

financial consequences of death or disability 

will be eliminated or at least minimized.    

 
 

 

 

What You Must Do 

 

1. Evaluate Your Management Team - You 

must plan for all three (or four if you include 
disability) events. What would happen if any 

of these events occur?  Is the company ready 

to absorb their consequences?  Think for a 
minute about the times you have gone on 

vacation and could not stay away from your 

cell phone, or had to cut short your trip 

because the company needed you there.  If 
this is the norm rather than the exception 

you are in trouble.  You have not developed 

a team that you can trust or you don’t trust 
the team that you have developed.  If you 

don’t feel comfortable start working on it 

now.  Seek help from outsiders to assist you 
in evaluating and developing your 

management team.    

 

2. Evaluate Your Company – Determine 
how much is your business worth.  A 

business valuation will help in selling the 

business or settling any disputes with the 
IRS if needed.  Don’t fall into the traditional 

earnings multiples but rather invest in 

professional business valuation which takes 

into account both tangible and intangible 
assets including goodwill, trademarks and 

trade agreements.  You can use CPA’s, 

Attorneys, Certified Financial professionals 
and other consultants as long as they have 

the credentials and expertise to perform this 

task. This is a specialized service don’s 
skimp, is your future! 

 

 3.  Select your Successor - Whether is a 

family member or a trusted manager, the 
selected individual must be the best possible 

fit for your organization.  Excluding a 

family member is never easy but you must 
think about the company and what is best for 

you.  Not all spouses, siblings or children 

are adept in management or able to continue 
your legacy.  Think of this like a job 

opening where several candidates will be 



interviewed to insure that the best I\one is 
selected.   

 

4. Groom Your Successor – Think about 

succession as an event that can happen today 
not sometime in the future.  You must start 

working immediately in developing the 

succession plan by first notifying the 
management team that someone has been 

selected to occupy you position when the 

time comes and secondly; by empowering 
that individual, he or she must have power 

to have control.  This is also a good testing 

procedure because you will be able to 

confirm you decision by testing the person 
over and over. If the individual is not a 

family member you must work with you 

family to insure that the process will be 
smooth. 

 

5.  Create Incentives – Choosing someone 
does not mean that he or she will stay in the 

company.  Talk to a financial advisor about 

retention programs like stock, and bonuses 

for your successor and your top people to 
minimize the attrition of your management 

team.   

 
6.  Put it in Writing - This is key in dealing 

with the IRS and insuring a smooth 

transition.  This is like a business plan for 

the future where the company is being 
prepared to continue its existence as an 

independent entity.  If your spouse or 

children are capable but not the chosen 
candidates, then you should include them in 

you succession plan to insure family 

participation in the company.   
 

You can play different roles like CEO or 

Chairperson while you are still at the helm 

and maintain control.  You should have your 
successor do the same (Vice President, 

President) to insure that your absence from 

the company will be perceived as a natural 
event rather than a disaster.   


