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If 2020 taught us anything, it’s that you never know what can happen in life, and the
same is true when it comes to your practice. Have you prepared your �rm for the
future by cultivating a realistic succession plan?

Many �rms don’t have a realistic succession plan because it’s too expensive or they
don’t have enough partners to support �rm growth. This creates a situation where
succession plans typically fall short by paying deferred compensation over a shorter
time period than what a �rm can afford and not instituting a mandatory retirement
age. 
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The biggest issues with a lack of succession planning are the inability to transfer
clients, the inability to pay retiring partners, and the potential loss of a managing
partner, resulting in leadership, �rm sustainability, client retention and satisfaction
issues which could have a serious impact on your �rm.

So, how can you ensure your �rm doesn’t end up like this?

You can cultivate leaders from within your �rm, but a lot of �rms are also going
outside their �rm when internal options are not available. It’s important to be open
to this option when creating your succession plan. Of course, this must be an open
dialogue. You can’t create a succession plan that includes individuals who aren’t
interested in becoming a partner one day.

Identify Potential Leaders

In order to identify future �rm leaders, so you can include them in the succession
planning dialogue, you need to determine what qualities you want your �rm leaders
to have. Partners at �rms in the twenty-�rst century look a lot different than they
used to.

One might argue, especially during a global pandemic, that leaders must be �exible,
but what other qualities does your �rm value in its leaders?

It’s important to consider �rm ideals versus actual �rm culture. This can change over
time and often what you started creating many years ago has morphed into
something else. This is relevant when identifying potential leaders, because it will
tell you if potential leaders are already at the �rm or if you’ll need to hire externally.

Your �rm needs a partner job description which includes the qualities and roles
expected of all partners, including current partners. The job description needs to be
well communicated and updated over time.

Highlight Firm Opportunities

The opportunities your �rm presents are the intersection of leadership development
and succession planning. Your �rm should be seen as appealing to potential leaders,
and if it isn’t, you need to �gure out why.

The Rosenberg Survey is a tool that allows you to measure your �rm’s success based
on key performance metrics. Benchmarking using this survey allows you to see what
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you’re doing well along with where you can improve. By understanding these aspects
of your �rm, you’re opening the door for conversations within your �rm.

As a �rm develops it’s succession plan it must consider key leverage and pro�tability
statistics such as net fees per partner, net fees per person, partner-to-staff ratio, and
income per partner, so your succession plan is structured properly.

You might be thinking, “But I already know my �rm’s potential, why should we
participate in something like this?” Here’s the thing: You might think you know your
�rm’s potential, but what you can’t possibly know is how your �rm compares to
competitors. At least, not quantitatively.

That’s where the Rosenberg Survey can help. It provides hard data so you’re not
going off hunches when growing your �rm in a pro�table and effective manner and
presenting it as a great opportunity for tomorrow’s leaders.

Knowing how you compare to other �rms is a key piece of information when crafting
a succession plan. Great �rm leaders are often lost to competitors. Don’t let this
happen to you.

Plan for the Worst but Hope for the Best

If you’ve read this far and you’re still not convinced of the importance of leadership
development and succession planning, think about the year we just had in 2020.
Could anyone have predicted a global pandemic and what it would do to the
economy? Life is unpredictable, and that’s why you need to plan for the worst, but
hope for the best.

Succession planning isn’t just about having new partners ready to go when existing
partners are ready to retire. Firms may not want to replace partners on a one-to-one
basis, because a lot of �rms are over-leveraged with partners. It’s being ready no
matter what. It’s about acknowledging various scenarios then planning for the short
term and the long term.

If you have a �rm that could continue without one of its key partners,
congratulations! It doesn’t mean your �rm doesn’t need those people; it’s a sign
you’ve done the work, so you’re prepared for anything. Your clients and employees
rely on you—be prepared for the future, whether that’s tomorrow or twenty years
from now.
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As you think about your succession planning and where your �rm’s at, consider your
�rm’s current employees �rst. Of course, they’re your biggest asset. There’s no harm
in going outside the �rm to recruit leaders once you’ve done your homework and
know where your �rm stands in relation to similar �rms.

Now that you’ve read how important it is to cultivate leaders and create a realistic
succession plan, let me ask you this: How ready is your �rm ready for the next wave
of leaders?

=========

Charles Hylan CPA, MBA is a Managing Director at The Growth Partnership, where
he serves as a trusted advisor to clients within several areas of The Growth
Partnership’s service offerings, including marketing, strategic planning, partner
compensation, partner buy-in/out, partner succession, and leadership development.
He has been recognized as one of the “Top 100 Most In�uential People” in the
accounting profession by Accounting Today. The Growth Partnership offers the
accounting profession’s premier partner development program, The Partner
Institute, and the Rosenberg Survey, which is a tool that allows you to measure your
�rm’s success based on key performance metrics. If you have any questions about
choosing a leadership development program or creating a succession plan for your
�rm, Charles may be contacted through his website.

Firm Management

CPA Practice Advisor is registered with the National Association of State Boards of Accountancy
(NASBA) as a sponsor of continuing professional education on the National Registry of CPE
Sponsors.

© 2024 Firmworks, LLC. All rights reserved

Hello. It looks like you’re using an ad blocker that may prevent our website from
working properly. To receive the best experience possible, please make sure any blockers
are switched off and refresh the page.

If you have any questions or need help you can email us

https://thepartnerinstitute.com/
https://thegrowthpartnership.com/bios/charles-hylan/
https://www.cpapracticeadvisor.com/section/firm-management/
mailto:info@cpapracticeadvisor.com

