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EXECUTIVE SUMMARY 

 

 

INTRODUCTION 

 

Purpose of the Survey 

In May 2014, the Global Accounting Alliance, a federation comprising 11 of the world's leading 

professional accounting organizations that represent approximately 800,000 members in over 

180 countries worldwide, conducted an online global survey on the current state of succession 

planning among firms that belong to the 11 member bodies.  The purpose of the survey was to 

identify professional accountants' comparative level of knowledge and preparedness in relation 

to succession and continuity planning, and to assist member bodies in the identification of which, 

if any, new or additional services may be of benefit to their members. 

 

Participation in the Survey  

The survey was conducted online between May 27th and August 15th, 2014 among members of 

all 11 GAA-affiliated member bodies.  In order to qualify for the survey, respondents had to 

work in Public Practice and self-select from one of the following positions within their firm: 

 Sole practitioner/owner; 

 Managing Partner/Managing Owner/Managing Director; 

 Partner/owner – other than Managing Partner/Managing Owner; 

 Employee or consultant in a public practice firm with multiple owners/partners; or, 

 Employee or consultant of a sole practitioner/owner in public practice. 

A total of 4,547 respondents participated in the survey. 

 

Succession Institute’s Role  

The Succession Institute, LLC, a management consulting firm specializing in consulting to 

professional accounting practices, was engaged to develop this white paper summarizing the 

global results of the survey, with references to, and comparisons of, summary data from 

individual countries where applicable, as well as providing insight into common succession 

issues and practices that firms should be aware of regarding specific topics addressed by the 

survey. 
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HIGHLIGHTS OF FINDINGS FROM EMPLOYEES’ RESPONSES 

 

Employees’ Level of Interest in Ownership and Entrepreneurship 

Professional accounting firm owners/employers should find it interesting that: 

 Over half of the employees or consultants responding to this survey indicated that they 

are looking for advancement opportunities at their current firms, either as owners (33%) 

or in more senior positions (19%)  

 Over half (56%) would be more likely to stay with their firm if they knew they would be 

offered ownership in the future 

 Nearly half (49%) are interested in becoming an owner in their current firm 

 Twenty-six percent indicated that 

o Owners of their current firm have talked with them about becoming owners 

o They are interested in becoming an owner in another firm, and/or 

o They are interested in starting their own practice 

 

Discussions by Owners with Employees about Ownership Possibilities 

We believe that the frequency of response regarding owners of the employees’ current firms 

having discussions about future ownership opportunities, at 26%, is extremely high, based on our 

experience. It likely is due to a couple of different factors:  

 A large number of respondents already are in non-owner leadership positions; and,  

 Some of these conversations between owners and employees probably have been in the 

context of general possibilities and career paths, assuming that the employee works hard 

and demonstrates appropriate competencies, and that firm growth will support more 

owners. 

 

Employees’ Interest in Being an Owner Elsewhere 

The fact that the same percentage in two different questions, 26%, is interested in either 

becoming an owner at another firm or in starting their own practice points out the need for 

employers to create employment contracts with professional employees that include liquidated 

damages provisions for leaving and taking clients to compete with the employer, to the extent 

that local law allows these types of provisions.  Similarly, continually re-recruiting the best and 

the brightest, as well as creating and communicating succession plans, should help keep them in 

the fold. 

 

Many of the employees participating in the survey worked for firms that are sole proprietorships.  

Those employees whose firms are part of SAICA, ICAA and HKICPA indicated a strong interest 

in starting their own practice, for example.  At the same time, SAICA, ICAA and HKICPA 

member firms had relatively higher representation among sole proprietor owners responding to 

the survey than did firms from the other member institutes.  Employees of sole proprietors may 

see less opportunity for long-term growth and advancement at single-owner firms than at multi-

owner firms, and therefore, those employees would most likely be looking to head out on their 

own. 
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HIGHLIGHTS OF FINDINGS FROM SOLE PRACTITIONERS’ RESPONSES 

 

Expected Age at Retirement 

Sole practitioners’ expected ages for retiring fall into four, roughly equal groupings: 

 On or before the age of 65 (25%) 

 Between 66 and 70 (24%) 

 After 70 years of age (25%) 

 Haven’t thought about it or have thought and made no plans for it (26%) 

 

Approximately one-fourth of responding sole practitioners say they’re planning on retiring on or 

before reaching age 65—this is what has been considered a common, or normal, retirement age.  

Another 26% haven’t thought much about retirement yet, and this could be due to those 

respondents being somewhat younger in age, although planning for retirement and succession 

can never take place too soon.   

 

Almost half of the respondents are not planning on retiring until age 66 or later.  If one’s practice 

is not highly leveraged, the longer they wait to bring someone on board to groom for an internal 

sale of ownership, the lower the odds of success in doing so.  It takes time, effort and 

commitment to develop someone from within, so the older a practitioner gets, the less likely he 

or she is going to be willing to undertake this level of endeavor or be successful doing it.  This is 

especially true when you consider that hiring in a really good, experienced professional is a 

difficult proposition at best given the supply and demand for finding veteran talent in today’s 

marketplace. 

 

Exit Strategies 

Many sole practitioners are interested in remaining as a consultant after selling their business, 

and selling their business as a going concern (63% each), or merging with another firm (56%). 

 

In our experience, to be a "consultant" after transferring ownership usually means the seller 

wants to get paid for the clients and then continue to get paid for servicing them and maintaining 

client relationships.  Especially for small firms, and particularly for sole practitioners, there 

simply are serious, practical problems in pulling this off successfully.  In fact, allowing a seller 

to continue in a client relationship role means that the buyer can be in a position to have paid for 

the clients once and then end up being held hostage to pay for some or all of that same client 

book again because the seller is still maintaining control over them. 

 

Selling out to, or merging with, another firm can make some sense for most practitioners.  

However these options point to the need for developing a quality, profitable practice with good 

economics, good clients and good employees if you expect to maximize what you get out of it in 

the future.   One of the biggest impediments we see to selling a practice in an external sale to 

another firm, or merging into another firm, is poor economics—low billing rates and lackluster 

profitability. 
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Steps Taken Toward Succession Management 

Although 63% of sole practitioners indicated they might entertain a variety of options for their 

exit strategy, far fewer apparently have actually taken steps toward any of those options.  It 

appears that far too many sole practitioners are procrastinating and delaying key decisions that 

could have a significant impact on their financial security and retirement plans.  Similarly, few 

have embraced leadership training for their potential future owners in their firms. 

 

Succession Plans 

Consistent with our experience, only a minute proportion have a formal succession plan (3%).  

35% of the respondents did not feel that they even need to have a succession plan—in our 

experience, sole practitioners typically don’t think that they need a succession plan because they 

don’t plan on transitioning to someone internally, but rather to sell or merge their firm. However, 

sole practitioners with employees should create a succession plan, if only for the reason of 

providing themselves with one more viable option when it comes to maximizing the residual 

value of their practice. 

 

From a regional perspective, sole practitioners who are members of the ICAEW, IDW and 

SAICA are the most likely to have a succession plan.  However, incidence is still low in these 

regions with fewer than one in ten having a business succession plan (8%, 9% and 9%, 

respectively). 

 

Business Continuation/Continuity Plans 

Sole practitioners are five times more likely to have a business continuity plan than a succession 

plan (16% vs, 3%).  51% indicated that they’ll rely on staff to handle the business continuity.  A 

firm may rely on professional staff to handle a crisis change in ownership, and while it might 

work on a temporary basis, it will rarely work permanently.  Unless there is a plan in place, that 

the professional staff have agreed to uphold, and that shows who is clearly in charge, who will 

buy the practice, at what price, how will they buy it, based on what factors, etc., it is more likely 

that the professional staff will leave the firm and either join another firm or start their own firm 

taking the best staff and clients with them. 

 

For those firms that don’t have employees and don’t want to hire them, the owners should at 

least consider developing a practice continuation agreement as a succession plan.  If the 

practitioner is healthy at the time he or she is ready to retire, they can sell or merge the practice 

as intended.  But without a contingency plan in place in the event of death, disability or a health 

crisis, it will be difficult to maintain a residual value of the practice for very long because the 

clients and employees will quickly find a new home (in a professional service firm: clients plus 

staff = value). 

 

Seeking Advice on Succession and Continuity Planning 

Although sole practitioners have relied somewhat more on the member bodies than on other 

sources for advice in succession and continuity planning, there are still very few practitioners 

(roughly one in eight) seeking to educate themselves on the topic.  SAICA, NZICA and ICAEW, 

from an overall perspective, were the most interested in learning about all issues related to  
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succession and continuity planning.  And the JICPA, overall, was the least interested in learning 

more about any of these issues.  In any event, there is an opportunity for member bodies to 

provide significant benefits to practitioners through awareness-raising and educational programs. 
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HIGHLIGHTS OF FINDINGS FROM OWNERS/MANAGERS IN MULTI-OWNER FIRM RESPONSES 

 

Firm Size 

Sixty percent of the respondents to the survey from multi-owner firms were from firms with two 

to five owners, while 17% were from larger firms with more than twenty owners, and roughly 

one-fourth of the respondents were from firms with from 6 to 20 owners. 

 

CAI, SAICA, ICAA and NZICA had the highest percentages of members from 2-5 

partner/principal firms, while the ICAS, HKICPA, Canada and IDW had the highest percentages 

of firms with more than 20 partners/principles responding to this survey. 

 

Expected Retirements at the Firms 

Over half (52%) expect one or more owners to retire within the next five years, and at 30% of the 

firms, ownership is expected to change hands within the next year or two.  This represents 

significant opportunities and challenges for those firms with owners who are expected to retire 

soon.  If a firm has the better part of five years to prepare for the departure of an owner, it has the 

opportunity to put in place more robust decision-making infrastructure and leadership 

development activities to better prepare for the departure. 

 

For firms with a closer horizon for departing partners (14% are expecting a departure within the 

next 12 months), transitioning and the attendant client retention are likely going to be significant 

issues if transition of both the work and the relationships are not well underway already. 

 

Exit Strategies 

Selling their share of the business to others in the firm, that is, conducting an internal transfer of 

ownership, is something that 65% of the respondents will consider doing.  Another 14% of the 

respondents might consider this strategy as well.  This is a typical strategy for multi-owner firms.  

Where the rub comes in is those situations where the firm has been operated as silos, or a group 

of individuals with a high level of autonomy.  In those cases, a retiring partner can be in for an 

unpleasant surprise when the remaining owners can’t take over his or her client book, or do not 

wish to do so, which we find regularly at some smaller firms. 

 

The second suggested option of remaining as a consultant to the firm after transferring 

ownership, is of interest to 78% of respondents.  As we note in our Executive Summary 

comments regarding the sole practitioners, taking on a role as a "consultant" after transferring 

ownership usually means that the seller wants to get paid for the clients and then continue to get 

paid for servicing them and maintaining client relationships.  As we noted for sole proprietors, 

there simply are serious, practical problems in pulling this off successfully. 

 

Nearly half (48%) of these respondents indicated an interest in merging with another practice.  A 

smaller proportion (39%) stated that they’d consider selling the entire firm.  Selling out to, or 

merging with, another firm can make some sense for most practitioners.  However these options 

point to the need for developing a quality, profitable practice with good economics, good clients 

and good employees if you expect anything out of it in the future.   One of the biggest 
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impediments we see to selling a practice in an external sale to another firm or merging into 

another firm is poor economics—low billing rates and lackluster profitability.   

 

Other strategies considered by respondents included sale of their share of the business to a non-

partner in the firm (41%) and sale to an external partner (39%).  We find these strategies 

occurring most often among owners in the smaller firms.  We recommend that no retiring owner 

be allowed to independently sell his or her book to an employee or to an outsider with the 

understanding that the buyer will be made a partner in the firm.  The remaining partners are the 

only ones that can make that commitment.  As well, the firm should have the first right of refusal 

for any of the retiring partner’s clients before purchase by an outsider or non-partner of the firm. 

 

Steps Taken Toward Succession Management 

It is encouraging to see that 76% of the respondents have identified suitable prospects for 

ownership in their firms and that 64% of the respondents have discussed ownership opportunities 

with staff. 

 

It is notable that, although nearly two-thirds of the survey respondents have addressed ownership 

opportunities with staff, less than half (49%) have provided leadership training in the form of 

ownership or partnership training to their people.  This presents opportunities for institutes and 

member associations to fill what we see to be a growing need for training in firms of all sizes. 

 

Succession Plans 

Written or formal succession plans are claimed to be in place by 31% of the respondents.  This is 

something that should be true at closer to 100% of the firms.  Furthermore, in our experience, 

how a succession plan is defined is something that is subject to variations in interpretation.  For 

the most part, our experience is that even firms who state they have a succession plan actually 

have simply covered some succession topics in their buy-sell agreements, but have not addressed 

the bulk of the issues that should be included in a robust succession plan. 

 

Slightly more than one in five (22%) don’t see a need for a succession plan.  The percentage of 

respondents who don’t feel a need for a succession plan is relatively higher at HKICPA, SAICA 

and the IDW, and this represents an opportunity for awareness-raising on the part of these 

member bodies. 

 

Challenges to Succession Planning 

Participants cited shortage of time and resource constraints (27%), as well as various difficulties 

in reaching agreement, achieving consensus and following through as key challenges to 

developing a succession plan.  We believe that one makes time for what is important, and 

procrastination in starting a task or completing it often is a result of a person’s or group’s not 

knowing how to do it.  As to the difficulties in reaching agreement and consensus as well as in 

follow through, we see these as symptoms of the business model in use by those firms.  That is, 

in a silo business model, each partner is so autonomous that getting agreement and accountability 

on key decisions is difficult if not impossible. 

 

Similarly, the survey shows that the ramifications of choice of business model carry over to 

implementation of a succession plan, but in addition to business model issues, the absence of 
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robust agreements governing required transitioning of clients, mandatory sale of ownership and 

the like create implementation problems as well.  However, properly constructed agreements 

minimize these types of problems. 

 

Seeking Advice on Succession and Continuity Planning 

A majority (59%) of participants have not sought advice on succession planning. Of those who 

have, slightly more have gone outside of the member bodies to which they belong for help than 

have gone to the member bodies.  A conclusion that can be drawn from this is that GAA member 

bodies have a significant opportunity to help their accounting firm members.  As this survey 

shows, many firms have not really begun to address the succession issue.  However, it is clear 

from the number of firms with near-term retiring partners that this issue is quickly going to 

become of greater interest.  And the demographics of firms also provide that same insight – that 

succession and developing an adequate succession plan will be of greater and greater importance 

each year.  For that reason, succession is a significant opportunity for member bodies to provide 

needed services to their membership. 
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INTRODUCTION 

 

THE GLOBAL ACCOUNTING ALLIANCE 

The Alliance consists of 11 of the world's leading professional accounting organizations that 

represent approximately 800,000 members in over 180 countries worldwide: 

 The American Institute of Certified Public Accountants (AICPA) 

 Chartered Accountants Ireland (CAI) 

 Chartered Professional Accountants Canada (CPA Canada) 

 Hong Kong Institute of Certified Public Accountants (HKICPA) 

 Institute of Chartered Accountants Australia (ICAA) 

 Institute of Chartered Accountants in England and Wales (ICAEW) 

 Institute of Chartered Accountants of Scotland (ICAS) 

 Institut der Wirtschaftsprüfer in Deutschland e.V. (IDW) 

 The Japanese Institute of Certified Public Accountants (JICPA) 

 New Zealand Institute of Chartered Accountants (NZICA) 

 South African Institute of Chartered Accountants (SAICA) 

 

OVERVIEW OF THE SURVEY 

In May 2014, the Global Accounting Alliance (GAA), together with the eleven member bodies 

that make up the alliance, conducted an online survey to generate an understanding of the state of 
succession planning among the professional accounting firms represented by the eleven member 

bodies, raise the overall awareness of the need for succession planning and provide the 
associations’ member firms with a summary of the practices presently in place for succession 
planning      

 

Specific objectives of the survey were to: 

 Identify opportunities to better engage members on business succession and continuity 

planning and related topics;  

 Determine which, if any, barriers exist that are preventing development of formal, written 

business succession plans;    

 Provide international benchmarks on business succession and continuity planning; and, 

 Segment results by member base and region.    
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TIMING OF, AND QUALIFICATION FOR, THE SURVEY 

 This survey was conducted online between May 27th and August 15th, 2014 among 

members of all 11 GAA-affiliated member bodies. 

 In order to qualify for the survey, respondents had to work in Public Practice and self-

select from one of the following positions within their firm: 

o Sole practitioner/owner; 

o Managing Partner/Managing Owner/Managing Director; 

o Partner/owner – other than Managing Partner/Managing Owner; 

o Employee or consultant in a public practice firm with multiple owners/partners; 

or, 

o Employee or consultant of a sole practitioner/owner in public practice. 

 A total of 4,547 respondents participated in the survey, which took an average of 10 

minutes to complete.  A breakdown of the responses by member body are shown below: 
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GENERAL REMARKS REGARDING SURVEY PARTICIPATION 

 

The survey invitations were sent to members of the 11 participating member bodies, with self-

selected participation in and identification by demographic and firmographic sorting criteria by 

responding individuals.  The results of the report are based on the responses from those who 

chose to participate in the survey.  Our comments below are directed at the responses received 

from the participants. 
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QUESTIONS IN THE GLOBAL SURVEY ANSWERED BY FIRM EMPLOYEES 

 

Q3a Does your current firm have a formal process by which professional employees may 

be admitted to equity ownership/partnership/directorship? 

 
Base: Employees or consultants in a public practice firm with multiple owners/partners, n=1,288 

 

 
 

 

 

 

 

 

 

 

It is not unusual to find employees who do not know if a formal process exists governing 

admission to equity ownership/partnership/directorship in their firms.  In our experience, the 

lower the level of experience in public practice of an employee, the less likely it is that an 

employee will have heard much at all about any formal processes that might be in place for 

determining eligibility to become a partner, even if such processes do exist at the firm.  

Generally, firms whose management teams are more forward thinking will have identified a 

career path for their professional employees that shows what is expected of the professionals at 

each level along the way, from entry level staff positions on up, to be eligible to become a 

partner.   

 

The fact that only about half (56%) of employees said their firm has a formal process for 

admission to ownership could indicate that some firms still have work to do in this regard with 

respect to setting performance expectations throughout the firm.  Setting performance 

expectations for each level of position can provide guidance for the firm’s personnel and will 

allow owners and managers to provide meaningful performance feedback to their people, which 

can only be good for both the employee and the firm.    

 

More and more firms are using competency frameworks for this purpose.   A competency 

framework pulls together all of the competencies identified for various positions within an 

organization.  It can become a career roadmap for professional staff to follow in their quest for 

growth, improvement and added responsibilities over time.  [A competency is a series of 
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behaviors or actions that make up part of a job and that usually require some experience to build 

up or acquire.  Competencies are acquired over time through practice and experience and they 

generally are easy to observe or measure because they are based on demonstrable behaviors.]  

 

Nearly one-fourth (24%) of the employees responding to this survey didn’t know if their firms 

adhere to the processes developed for determining eligibility to become an owner.  This likely is 

due to the fact that many employees, until they move up to higher levels within the firm, 

generally are not aware of what goes on with respect to admission to ownership.  With only 1% 

of the employees reporting noncompliance with the previously established, formal processes for 

admittance to ownership, it would appear that the majority of firms generally are following the 

processes they’ve set up.  This is good inasmuch as it means that their people have an objective 

set of criteria upon which they can rely as they work toward ownership in the firms.   

 

 

Q4. Does your firm have a formal business succession plan? 

 

 
 
 Over half (51%) of Public Practice Employees don’t know whether or not their firm has a 

formal business succession plan in place.  This is a fairly consistent finding across all GAA 
member associations.   

 Furthermore, there is a relatively even split between the percentage who say their firm 
does (28%) and does not (20%) have a succession plan drafted. 

 

 

 

 

 

 

 

 

 

Over half of the employees from public practice firms do not know if their firms have formal 

business succession plans in place.  At one in five firms, employees say that the firm has no 

succession plan in place.  This could be due to a variety of reasons: 

Yes, 28%

No, 20%

Don't 
know, 51%

Does Firm Have a Formal Business Succession Plan? 
Note: due to rounding, totals 

may not add up to 100% in 

the charts and graphs 

contained herein. 
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 The firms actually do not have a business succession plan in place.  The owners of the 

firms are focused on meeting client demands and running the business for the here and 

now rather than taking a long-term view and investing in the future of the firm and its 

people.  At some firms, the owners are relatively young—they may be in their 30s and 

40s—and they see no need to address business succession yet.  In our experience, the vast 

majority of firms, however, simply aren’t addressing the issue.  The firm owners are 

ignoring it for now and they hope to find some serendipitous solution when they decide 

it’s finally time to retire. 

 The firms have begun business succession planning, but perhaps are not referring to it by 

those terms.  An example that comes to mind is a multi-office, geographically dispersed 

firm with between 300 and 400 total personnel including the owners which has embarked 

upon an aggressive leadership development initiative to better leverage its talent.  

Through this process, the firm is implementing a business succession plan, whether or not 

its employees see it as such. 

 The firms have begun business succession planning, but have limited the discussion of 

the succession plan to higher level employees who will be affected more immediately by 

it.  As with the previous survey question, in our experience, the lower the level of 

experience in public practice of an employee, the less likely it is that an employee will 

have heard much at all about any formal succession plan that might be in place, even if 

such a plan exists at the firm. 

 

All that being said, we believe that firms in public practice do need to have some method of 

planning for addressing succession at all levels within the firm.  In other words, each person 

needs to be developing his or her replacements to take over when that person moves up in the 

organization.  And in addition to doing this, the firm needs to be communicating this overall 

approach and plan to its people.  Publishing one’s intent or plans will serve to help instill 

accountability for carrying it out—if you’re the only person who knows what your succession 

plan is, you are not accountable to anyone for the results or lack of results that might ensue.  As 

well, having in place a robust succession plan and all that it entails, including conscious efforts at 

developing all the people in the firm, will be a recruiting and retention tool for the firm.     
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Q5. Please indicate the extent to which you agree or disagree with each of the following. 

 

 
 

Although nearly one-half (49%) of the respondents indicated an interest in becoming an owner in 

the firm at which they are working, only about one-third (32%) believe they’ll receive an offer to 

become an owner, and even fewer (26%) have been approached by their employer to discuss 

future ownership opportunities.   The reasons for these responses likely are: 

 It may be too soon for the owners to determine with any certainty if the employee is a 

possible candidate for ownership.  Some of the employees have not been with their 

employer or in the profession long enough for their employer to be seriously considering 

the employee as a potential owner.   

 For those employees who have the experience and tenure with their employer, some may 

not be deemed to be owner material, right or wrong, by their employers at this time.  Not 

everyone is cut out to be an owner, although probably more people are than the typical 

owner gives them credit for.  We find that some owners believe that if an employee is not 

like the employer in all major considerations, then the owner doesn’t believe the 

employee has what it takes to be an owner. In any event, the firm owners have not left the 

employees with the feeling that an offer for ownership will be forthcoming. 

 The fact that so few employees have been approached by their employers to discuss 

ownership could also lead to the conclusion by the employees that they will not be 

offered an ownership position. 
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Many of the employees participating in the survey worked for firms that are sole proprietorships.  

Those employees whose firms are part of SAICA, ICAA and HKICPA indicated a strong interest 

in starting their own practice, for example.  At the same time, SAICA, ICAA and HKICPA 

member firms had relatively higher representation among sole proprietor owners responding to 

the survey than did firms from the other member institutes.  Employees of sole proprietors may 

see less opportunity for long-term growth and advancement at single-owner firms than at multi-

owner firms, and therefore, those employees would most likely be looking to head out on their 

own. 

 

Another finding of interest in the responses to this question is the number of employees who 

would consider becoming an owner at another firm. Roughly the same percentage of employees 

who indicated interest in starting up their own firm would also be interested in becoming an 

owner in another firm.  This points out the potential benefit of creating employment contracts 

with professional employees that include liquidated damages provisions for leaving and taking 

clients to compete with the employer, to the extent that local law allows these types of 

provisions. 
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Q6. Which of the following best describes the type of position you would like to hold in 8 

years? 

 

 
 

 
 

Generally, over half of responding employees are looking for advancement opportunities, 

whether the opportunities involve ownership at their firms, or a more senior position within the 

firm.  This means that the firm needs to be able to grow profitably to create those opportunities 

for their people.  Profitable growth requires owners to leverage their work through the 

professionals working for them.  Yet all too often, owners of firms hoard work that they should 

be delegating to lower levels of employees.  The next level of professionals below the owners 

learn by watching their employers and do the same.   

 

This phenomenon is what we refer to as the Upside-Down Pyramid™ in which hours of capacity 

are filled up from the top down.  This results in lower level staff not being developed to their full 

potential, leaving them stagnating professionally and often working with little effective 

supervision.  Higher level employees hoard lower level work that they should be delegating to 

lower level employees and thereby create stagnation for themselves as well.  At the top of the 

organization, the owners continue to do work they should be delegating, thereby causing further 

skill stagnation among the people below them.  In these operations, no one is working at their 

appropriate level.  Profitability is difficult to maintain because the wrong people are doing most 
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of the work.  And to maintain that profitability, because employees are not being trained at the 

appropriate level or being delegated the work they should be doing at their level, the owner 

continues to have work pile up on his or her desk working more and more hours with very little 

incremental financial reward in return for the efforts.  In this situation, the owners either don’t 

have the time to sell in order to grow the business, or they don’t have the desire to sell more 

work to grow the business.  If they do get more clients, it just means more work for them and 

they’re already probably working more than they want to be working as it is.  This is a difficult 

situation to be in, but one which can be changed if the owners are willing to learn and embrace 

some new leadership behaviors.  If they are not willing to do so, it will become ever more 

difficult for the firm to hold on to top talent.  The survey results show that this will be the case 

for the 52% of employees who are looking for growth and advancement.   

 

 

General Summary Remarks Regarding the Questions Answered by Firm Employees 

 

Aside from firm employees who are members of the HKICPA, the most popular potential career 

path noted for all other GAA member associations is aspiring to ‘an ownership position within 

their current firm.’   It would appear that this presents an opportunity for those firms where the 

owners are willing to profitably grow the firms and make succession management a priority.    

 

A very high percentage of employees from firms at ICAS (74%) and IDW (63%) state that their 

firms have a formal process governing admission to equity ownership/partnership/directorship in 

their firms.  We’d like to point out that this is a remarkably high number.  The responses from 

the rest of the countries hovered near 50%, so these two countries stand out in this regard.  

Generally speaking, the larger the firm, the more likely it will have a formal process for 

admitting employees.  Then when you consider that this process is being communicated as well 

as the survey results indicate, we would conclude that a high percentage of the employees 

completing this survey were from larger firms.  Our general experience is that the typical firm 

has an informal process of admitting employees characterized by statements such as “I’ll know 

you are ready when I see it.” In other words, the message communicated to the staff is “You will 

know you are ready to be a partner when I tell you that you are.”   

 

Regarding the employees’ view as to whether their firm has a succession plan in place, our 

experience is in line with the 20% to 35% spread that is found in these results, but that is only 

because the vast majority of firms only think about succession planning from the tip of the 

iceberg perspective (more on this later).  

 

As to the percentage of respondents who have been approached to be an owner, we believe that 

one in four is a very high number.  It would not be surprising to find, however, that the firm has 

mentioned to at least that many people or more the fact that ownership could be in their future if 

they work hard and demonstrate the right competencies, with the assumption that the firm’s 

growth supports adding new partners.  For sole practitioners and one- to three-owner firms, this 

type of conversation is likely to occur at even a much higher percentage level with anyone that is 

full- or part-time and exhibiting potential.  Once again, this conversation would take place from a 

theoretical level to let them know that the opportunities exist with the firm if they will step up 

and earn them.  But the fact that 26% of the survey responses indicated that specific 
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opportunities have been discussed with survey participants (with SAICA and ICAA leading the 

pack with an average of over 40%) indicates to us that many of the employees who filled out the 

survey represented those in leadership positions within the firm.  Otherwise, just from an 

economic perspective, very few firms have a growth rate that will support a serious partner 

discussion such as this with one out of four employees. 
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QUESTIONS IN THE GLOBAL SURVEY ANSWERED BY SOLE PROPRIETORS 

 

Q7. Do you plan on retiring…? 

 

 
 

 

 
 

Answers to the question of when sole practitioners expect to retire are approximately evenly 

divided into four groupings: 

 On or before the age of 65 (25%) 

 Between 66 and 70 (24%) 

 After 70 years of age (25%) 

 Haven’t thought about it or have thought and made no plans for it (26%) 

 

  

1%

2%

6%

17%

24%

25%

18%

8%

Before you turn 50 years of age

Between 50 and 55 years of age

Between 56 and 60 years of age

Between 61 and 65 years of age

Between 66 and 70 years of age

After you turn 70 years of age

Have thought about it but have made no…

Have not thought about it
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Following are some likely implications resulting from these targeted exit dates: 

 If sole practitioners continue to enjoy what they’re doing and their health permits, some 

of them probably will consider pushing out their retirement date to a bit later than shown 

in this survey.  This is often the case when a public practice firm owner has no 

commitment to sell by a date certain, which almost never happens with sole proprietors 

since there is no one they really have to make this kind of commitment to other than a 

spouse.  To the extent that the sole practitioner has professional staff on hand, continually 

pushing out the owner’s retirement date is even easier as the sole practitioner works a 

little less and has his/her staff do a little more, making staying on both financially 

lucrative and easy since the owner is continually reducing his or her hours.  However, if 

the sole proprietor has employees who are interested in becoming an owner, continuing 

on without clarity as to when that transition will occur will often result in more senior 

staff turnover when they decide to move on as the owner’s targeted retirement date 

continues to shift.  

 Many sole practitioners’ practices are not highly leveraged through the use of other 

professionals.  For these practitioners, the longer they wait to bring someone on board for 

an internal sale of ownership, the less likely it will be that the internal sale of ownership 

will be successful.  At some point, after an owner has been in business for two or more 

decades, it becomes increasingly more difficult for the owner to be an effective trainer of 

less experienced staff.  The owner simply will have become too far removed from the 

days when he or she was working at that level of experience so it will be difficult to be an 

effective trainer and coach for anyone with limited experience practicing accounting.  

Bringing in a more experienced person also may be a difficult hurdle for a small firm.  

First of all, the cost of that person is high so this is not the usual level of experience at 

which sole practitioners try to hire.  And second, for those practitioners who do want to 

bring in this level of competency immediately, those people simply are in very short 

supply.  Everywhere we go, at every size firm we work with, firms are looking to hire 

experienced personnel.  Therefore the competition is fierce, the supply of such 

professionals is demographically limited, and many of those who are available are people 

that end up moving from firm to firm about once every four years because that is about 

the time it takes (at least for firms in the United States and Canada) to get around to firing 

marginal employees.  So, many of the experienced people available in the market aren’t 

that great of a catch in the first place. 

 As a practitioner ages, his or her client base, usually made up predominantly of 

contemporaries, ages as well.  The book of business normally decreases over time, often 

as the result of an intentional effort to work less.  As a result, the residual value of the 

practice gradually decreases over time as well.  This is not all bad—by using this 

strategy, as long as a practitioner’s health holds up, he or she can actually earn a greater 

financial reward by taking this approach as compared to an earlier, outright sale.  But 

with this option, the premise that the practitioner will maintain his/her health AND 

continue to be capable of doing the work until his or her targeted exit is a very risky 

assumption.  Practitioners need to be clear when they employ this strategy that it is highly 

likely that their desired plan to work long into their 70’s can easily be derailed for heath 

or skill reasons, requiring them to quickly try to salvage an asset (the value remaining in 

their firm) that will decline rapidly if a suitable buyer is not found in very short order. 
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Q9a. How likely are you to consider the following exit strategies when you are ready to 

retire from your business?  

 

 
 

 
 

The first suggested option of remaining as a consultant to the firm after transferring ownership, 

can be viable only under certain conditions.  We recommend first of all, that a transition period 

of typically two years (potentially one year if all of the clients are very small tax clients) be 

utilized to transfer ALL client and referral source relationships to the new owner(s).  Then, after 

that has occurred, if the new owner(s) wish to have the retired partner continue to work for the 

practice, the retired partner or owner should be placed on a one-year contract, renewable at the 

sole discretion of the firm, with specified duties and remuneration for that work spelled out in the 

contract.  These duties would not include client relationship management.  The reason anyone 

would be willing to pay a practitioner for his or her book of business is because the buyer 

anticipates acquiring the client relationships and keeping those clients in order to pay off the 

seller.  Allowing a seller to continue in a client relationship role means that the buyer will have 
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paid for the clients once and may end up being held hostage to pay for the client book again 

anytime the seller maintains control of the client book being sold.     

 

In our experience, to be a "consultant" after transferring ownership usually means the seller 

wants to get paid for the clients and then continue to get paid for servicing them and maintaining 

client relationships.  Especially for small firms, and particularly for sole practitioners, there 

simply are serious, practical problems in pulling this off successfully.  As a selling practitioner, 

how do you stay around and work for pay without any client contact in what once was a sole 

proprietorship, unless you sell out to a larger firm and are comfortable with a role that has you 

sitting in the back office doing technical work?  Many sole practitioners, by the time they’re 

ready to sell, enjoy the client interaction as much as or more than cranking out technical work, so 

it is rare that we see this strategy work well. 

 

Selling out to, or merging with, another firm can make some sense for most practitioners.  

However these options point to the need for developing a quality, profitable practice with good 

economics, good clients and good employees if you expect anything out of it in the future.  One 

of the biggest impediments we see to selling a practice in an external sale to another firm or 

merging into another firm is poor economics—low billing rates and lackluster profitability.  

Many sole practitioners have become comfortable with charging clients fees that are sufficient to 

provide them with a comfortable living, but are less than market rates for similar work performed 

by firms that would be likely candidates to buy or merge in the practice.  Ultimately value is 

driven by cash flow.  As the aging Baby Boomer generation continues to move toward 

retirement, firms that are acquiring practices will continue to become more selective about 

acquisition targets.  We’ve seen the beginnings of this trend already.  Consequently, many sole 

practitioners will not likely realize what they’d hoped for from the residual value of their 

practices because they have become complacent in running their firms partially due to being 

personally comfortable with the income generated by their practices.  As well, with most 

countries having a clear baby boom generation (although the timing of that large group retiring 

may be different), since most sole practitioners will look to a sale or merger as their most viable 

option for transitioning their firm (because few sole practitioners have groomed staff for an 

internal buyout), anytime there are more sellers in the market as compared to buyers, Economics 

101 tells us that as supply goes up with demand staying about same (or even going down), price 

will go down. 

 

Assisting clients with transition to another firm, as noted above, should go hand in hand with any 

external sale or merger with another firm.  When consulting with firms that are acquiring other 

practices, we recommend that the sales price be contingent on client retention.  If clients don’t 

stay with the acquiring firm, it doesn’t pay the seller.  Usually, except for very small practices, 

this takes the form of the buyer paying the seller out based on fees collected from retained 

clients, over a four or five-year period, with no interest.  As well, there may be caps negotiated as 

to the total to be paid for the practice as a whole or even with respect to specific totals paid for 

any client.  For example, the buyer might stipulate that he or she will not pay more than 20% or 

25% of the highest annual fees received by the seller prior to the sale, regardless of how much 

more the buyer might be able to realize.  In any event, sellers who do a good job of transitioning 

their client base will benefit economically as a result. 
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About half of the respondents indicate that they would consider winding up their business and 

selling their client list as an option.  We see this option (we call it the “Turn out the Lights” 

strategy) exercised from time to time by sole practitioners.  For this strategy to make any sense to 

pursue, there are three key assumptions at work: 

 

 The first is that you like what you’re doing and/or that you want to continue to work.   

 The second is that you can stay healthy long enough to put in enough time for this 

strategy to pay off.   

 The third is that you have to actually do the time to make your money vs. just leaving and 

collecting your money. 

 

The first issue is easy enough to manage. As soon as you decide you don’t like the work 

anymore, you can either turn off the lights and walk away or sell off what you have. The 

distinction between these two choices is that during this time because you were modeling the 

“Turn out the Lights” strategy, you were not running your firm in a way that would make it more 

valuable to the marketplace, but rather, more valuable to you as a dwindling asset you could 

manage. Therefore, you have to understand that what you have to sell might not be as valuable as 

what you might have built if your focus was different.   

 

The second is the one that bites everyone – your health. You may be healthy today and you may 

have a family lineage that is as durable as tortoise, but your health is something that can, and 

often does, change overnight. This second issue is the “make or break” factor in this strategy.   

 

The third is about what you want to do with your life. If you sell out, you can go play golf every 

day or write that book you have always wanted to write, or take those long vacations you have 

talked about for years. If you stay the course, then you have to balance some of those outside 

interests with the requirement of spending time to continue to take care of your clients, although 

doing so over a declining number of hours. 

 

If you pace yourself, manage your work and stay healthy, this is likely the most beneficial and 

enjoyable strategy of them all for numerous reasons. Many sole practitioners we talk to embrace 

this strategy because: (1) it provides more money for retirement type activities such as hobbies 

and travel, etc., and (2) it keeps alive the lifelong experience of being a part of a vital and 

challenging profession.     

 

But should your health fail too early in implementation of this strategy, because your firm was 

not being maintained to maximize market value, and because you were managing it as a 

dwindling asset, you or your estate may only end up with the fire-sale value for your business. 

   

Regarding developing a successor, it is telling that only 39% of sole practitioner respondents 

expect to develop a non-family successor, and only 26% plan on developing a family member 

successor to take over their business.  This is due potentially to a number of reasons: 

 

 Some practitioners don’t have anyone on board who can be developed to take over the 

business.  They may be operating as solo practitioners, which means they are operating 
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with no other professionals, or they may employ one or more accountants who have no 

interest in becoming an entrepreneur. 

 Some of this group are likely to be far enough along in their career that they don’t see 

themselves taking the time and effort to hire someone and then develop that person to 

take over (or they may not feel comfortable or capable of taking this approach either). 

 Some who don’t plan on developing an heir internally may have hired people previously 

who have since left for greener pastures due to any number of reasons, but a common 

reason would be the lack of growth of the practice.  If a sole practitioner does not 

leverage himself or herself through other professionals, there will be little time to grow 

the practice.  If the practitioner is as busy as he or she wishes to be, any prospect of new 

work would then seem more punishing than rewarding.  Owners who wish to attract, 

develop and retain professionals who are qualified to take over for them need to manage 

their business like a business and make sure it is creating new opportunities through 

growth and profitability, rather than managing the firm simply as a place for the owner to 

work and earn a living.   

 

A primary reason that fewer sole practitioners are planning on developing a family member to 

take over the business is that you have to be an accountant to run an accounting firm.  Unlike 

many of our clients’ businesses, a family member does not have to have any special training or 

education, other than possibly working in the business to be a good candidate to take over.  

However, anytime you operate a professional service firm, you encounter more hurdles that have 

to be met in order to even qualify as a potential owner.  The more stringent each country’s 

requirements to qualify as an owner, the less likely a sole practitioner would look to a family 

member to be their successor simply due to the fact that there may not be many, if any, family 

members who qualify for the position. 
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Q9C (a-e) Have you taken any of the following steps? 

 

 
 

Although 63% of sole practitioners indicated they might entertain a variety of options for their 

exit strategy, far fewer apparently have actually taken steps toward any of those options.  For 

example, only one in four has discussed the sale of their practice with an outside firm.  Slightly 

more than one in five has identified staff who might be candidates for ownership.  Of course, if a 

sole practitioner sees himself or herself as being years away from retiring, they may not be 

focusing much effort on either finding an external buyer or identifying an internal buyer.  If a 

practitioner is in his or her 40s or early 50s and plans on working until 60 to 65 years of age, 

outside of executing a practice continuation agreement, it doesn’t make a lot of sense for the 

practitioner to be talking to potential buyers yet.  Similarly, if the practitioner doesn’t have any 

or many staff, there may not be much in the talent pool from which to select a prospective new 

owner with whom the practitioner could discuss succession planning and ownership 

opportunities.  All that being said, the survey points out that far too many sole practitioners are 

procrastinating and putting off key decisions and actions that could make a significant impact on 

their financial security and retirement plans.  Along those same lines, sole proprietors in general 

have not embraced leadership training for their partners-in-training or partners-to-be.     

 

We don’t find it unusual that only 17% have discussed succession or business continuity with 

clients.  Usually this is something that doesn’t occur until a transition plan, prior to the 

ownership transfer event, occurs—and we usually recommend that the transition occur over the 

two years or so preceding the exit of the owner.  Even then, owners are reluctant to talk to their 

clients about their coming retirement.  This is partly because sole practitioners don’t like to make 

plans several years out.  In other words, when we talk to sole owners of firms, they usually talk 

about retirement in terms of a four to five-year horizon.  This number is critical because it is a 

“safe” number to espouse inasmuch as it doesn’t really require the sole practitioner to really 

change anything they are doing, but it is close enough for them to see a window in the future 

where they will slow down and step away from the firm. 

 

However, the reality we see among sole proprietors is that one day, usually after a grueling tax 

season, they say, “My next tax season is it for me.”  And sometimes they say, “This was my last 

tax season.”  The point is that rarely do sole proprietors give multiple years’ notice … they talk 

as if they will, but in actuality, they simply decide one day that it is time to go and that usually is 
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a near term decision.  Therefore, our belief is that the 17% mentioned in this survey is less about 

actually talking to clients about retiring, and more likely about telling clients that they are 

starting to see a window in the future where they will likely step down. 
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Q10. Do you have a written or formal business succession plan? 

 

 

 The survey shows that only a minute proportion of sole practitioners have a formal business 

succession plan. 

 

 Specifically, less than one in twenty (3%) of sole practitioners have a written or formal 

business succession plan at their firm.  In fact, only one per cent of sole practitioners 

under the age of 55 have a written or formal business succession plan drafted. 

 From a regional perspective, sole practitioners who are members of the ICAEW, IDW 

and SAICA are the most likely to have a succession plan.  However, incidence is still low 

in these regions with fewer than one in ten having a business succession plan (8%, 9% 

and 9%, respectively). 

 

These results are consistent with what we have seen.  The most common option for the transition 

of a sole practitioner’s firm is to merge or sell the practice.  That is, their succession plan 

generally involves selling or merging.     

 

On another level, the reason why any percentages of responses indicate that sole practitioners 

have a succession plan is because, for many sole proprietors, their succession plan is really a 

practice continuatuion plan.  This is an agreement with another firm or person to step in and take 

over the practice if they decide to retire, but typically it is really about having a backup plan 

should something devastating happen to the sole practitioner, such as debilitating health issues 

either with themselves or a familly member, partial or full disability, or death.  We recommend 

that these plans include provisions for: 

 

 Identifications of the party (a firm or individual) responsible to buy your firm  

 Conditions that will trigger the agreement (e.g., retirement, death, disability after a 

specific period of time, etc.) 
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 Definition of disability required to trigger agreement 

 Provisions for short-term disability (does the agreement have a provision outlining the 

terms should the disability be temporary?) 

 Provision for the buy-back of the practice should the practitioner recover from the 

disability 

 Outline of payment terms to the firm or person stepping in to keep the firm operating in 

case of short-term disability (e.g., percentage of billings, price per hour, etc.) 

 Non-compete clause in place for disabled or retired owner (how the individual or firm 

taking over is protected in cases where the disabled or retired partner decides to compete 

or lure back old clients.) 

 In case of short-term disability, are there quality controls in place to ensure acceptable 

standards of work during this period? 

 Upon notice of a triggering event (e.g., retirement, death, disability), how soon the 

responsible party is required to take over the firm 

 A clear formula for calculation of the sales price of the firm (e.g., clients to be included 

or excluded, method for determining value of clients, etc.) 

 Payment period and terms 

 Plans for existing employees (is there an obligation to retain the employee(s) for a certain 

period?) 

 Client transition requirements (for the retiring owner in the case of retirement) 

 

While it makes sense that few sole practitioners will have a succession plan, it certainly does not 

make sense that they wouldn’t have a practice continuation agreement in case something 

happens to them unexpectedly. 
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Q13. Please indicate why you do not have a business succession plan?  

 

 

About half of the firms stated that they could benefit from more information surrounding 

succession planning topics.  This is a good sign. 

 

Sole practitioners typically don’t think of the need for a succession plan because they don’t plan 

on transitioning to someone internally, but rather to sell or merge their firm.  And when the time 

is right, they will put their firm on the auction block and see what they can get for it.  So while 

35% don’t think they need a plan, many more are not sure or want more information.  They feel 

like they could likely benefit from information on the following succession planning topics;  

 ‘reasons why thinking about succession planning is important/relevancy,’  

 ‘time management for developing a succession plan,’ and  

 ‘knowing where to go for resources.’ 

 

Sole proprietors with employees should create a succession plan, if only for the reason of 

providing them with one more viable option when it comes to maximizing the residual value of 

their practice.  For one thing, the merger and sale options actually end up being one and the same 

inasmuch as many firms merge in order to sell after a couple of years.  For another, a seller will 

benefit from having multiple options available when the time comes.  If the market is soft when 

it is time to merge or sell, having the possibility of transitioning the firm to someone internally is 

a great safety net, especially given that we find internal buyers will usually end up paying the 

owner more money by the end of the payout period than an acquiring firm would have. 

 

For those firms that don’t have employees and don’t want to hire them, the owners should at 

least consider developing a practice continuation agreement as a succession plan.  If the 

practitioner is healthy at the time he or she is ready to retire, they can sell or merge the practice 

as intended.  But without a contingency plan in place in the event of death, disability or a health 

crisis it will be difficult to maintain the residual value of the practice. 
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Based on the breakdown of this question by country, succession planning may be the least 

relevant to members of the JICPA. 

 

 Over half (57%) of sole practitioners who are members with the JICPA ‘don’t believe 

they need a succession plan’ due to relevancy to their circumstances.   

 Time management may be more of an issue for members of the SAICA, ICAA, CPA 

Canada, AICPA and the HKICPA where a higher proportion of sole practitioners say 

‘they are conscious of the need for a succession plan, but haven’t had the time to develop 

one.’ 
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Q14. Do you have a written or formal business continuity plan to ensure continuity of 

service to your clients in the event that you are unable to do so (e.g. through illness 

or otherwise)? 

 

 

Compared to the succession planning responses, there is a higher incidence of those with a 

business continuity plan than a succession plan, but not nearly high enough with 84% not having 

a written or formal continuity plan.  Based on the comparison between question 10 and 14: 

 

 Sole practitioners are more than five times more likely to have a business continuity plan 

than they are to have a business succession plan in place at their firm (16% vs. 3%). 

 Among sole practitioners who have a continuity plan in place, the majority (51%) rely on 

professional staff to handle any issues that could arise regarding continuity arrangements. 

 

As we pointed out previously, a practice continuation plan, often called a continuity plan, needs 

to address the issues we included above. 
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Q15. What kind of formal business continuity arrangements do you have in place? 

 

A firm may rely on professional staff to handle a crisis change in ownership, and while it might 

work on a temporary basis, it will rarely work permanently.  Unless there is a plan in place, that 

the professional staff have agreed to uphold, and that shows who is clearly in charge, who will 

buy the practice, at what price, how will they buy it, based on what factors, etc., it is more likely 

that the professional staff will leave the firm and either join another firm or start their own firm 

taking the best staff and clients with them.  

 

A practice continuation plan executed with another firm is the best approach, but in this case 

only 38% of the 16% with continuity arrangements state that this is what they’re doing, (which is 

roughly 6% of the total responses and is much closer to the results we get with this same group 

regarding whether they have a succession plan in place). 

 

The problem with an executor, or someone with Power of Attorney (with 84% of the 16% 

selecting these solutions), is that although they can take action, the value of an accounting firm 

dissolves very quickly and likely faster than they are prepared to act.  Clients need someone to 

do their taxes and employees need someone to pay their wages.  In the face of ambiguity and 

lack of accounting firm ownership and leadership, both the staff and the clients will quickly find 

another home.  While an accountant with a Power of Attorney could be valuable, unless they are 

going to step in and run the firm, which means actually doing billable work in the firm or 

actively calling other accountants to whom they might sell the firm, it is an option that will likely 

have very limited success in protecting the value of the firm. 
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Q16a. From which sources, if any, have you sought advice on business succession and 

continuity planning topics?  

 

 
 

73% of sole practitioners have not sought information on succession or continuity planning from 

anyone.  Of those who have, roughly half have sought information from their regional member 

associations and half have looked to other sources.  Although members of some associations 

have relied more heavily on the member associations, there are still very few practitioners 

seeking to educate themselves on the topic.  This points to the opportunity for member 

associations to provide significant benefits to practitioners through awareness-raising and 

educational programs. 
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Q17a. How important do you believe it would it be to have the following items addressed in 

your firm’s succession or continuity plan? 

 

Some of the items identified as important to be addressed in a succession or continuity plan 

would seem more logical to be included in one or the other, rather than both.  For example, any 

approach to dealing with practice continuation or succession should address incapacity or death 

(rated as very or extremely important by 63% of respondents).  Similarly, addressing client 

retention and communication to key personnel should be addressed as well (cited by 59% and 

58%, respectively).  As well, valuation issues should be covered in both continuation and 

succession plans.  The rest of the items noted below as important would make sense to be 

included in a succession plan. 
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Q18. How useful would it be to have information on the following topics? 

 

With the exception of the topic addressing family business succession management at 39%, a 

majority of most sole practitioners indicated that information on the following topics would be of 

use to them: 

 
 

It is interesting that while the vast majority of firms don’t have succession plans or continuity 

plans, 13 of the 14 items listed above were of interest to 50% or more of the survey participants.  

These results seem to validate our experience that few people presently define succession 

planning in the same way.  For example: 

 

 75% of the respondents are interested in valuation,  

 78% are interested in choosing an exit strategy,  

 76% are interested in developing a business succession plan,  

 70% are interesting in learning how to prepare a firm for sale, and we can go on down the 

list. 

 

A succession plan is nothing more than documentation of one’s consideration of these kinds of 

issues, making appropriate decisions for your firm, and eventually transferring those decisions to 

your partner agreement (which 58% were interested in developing). 
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Some countries were far more interested in some subjects than others.  For example, most 

countries had a fairly high interest in learning about buying and selling an accounting practice, 

but members of JICPA, IDW and HKICPA were not nearly as interested.  JICPA was even less 

interested in preparing a firm for sale; however IDW and HKICPA (up 8% and 6% respectively) 

had a noticeable increase in their interest in that topic.  SAICA, NZICA and ICAEW, from an 

overall perspective, were the most interested in learning about all of these issues.  And the 

JICPA, overall, was the least interested in learning more about any of these issues. 

 

 

General Summary Remarks Regarding the Questions Answered by Sole Proprietors 

 

Relatively few sole proprietors have a business succession plan, and for 35% of them, there is no 

perceived need for a business succession plan.  This is not unusual, given the fact that many sole 

proprietors practice alone and may be more likely to enter into a business continuation agreement 

with an employee or another firm than they would be to develop a full-blown succession plan.  If 

a sole proprietor’s practice is not highly leveraged, with one or more professional staff who have 

the desire and capability to take over the practice, implementing a practice continuation 

agreement can make a lot of sense.  Done properly, a practice continuation agreement can allow 

the practitioner to continue working until he or she either decides to sell out or can no longer 

perform the work, and ensure some sort of continuity of care for clients while extracting some 

residual value for the practice.   

 

  

For many small professional practices, such as those with no to only a few employees, a business 

continuation agreement will be much more simple and easier to implement than a succession 

plan.  However, there are pitfalls the sole practitioner may wish to avoid, such as: 
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 Executing a practice continuation agreement with a firm that does not have the capacity 

to take on the practitioner’s book of business; 

 Executing a practice continuation agreement with a firm whose processes, rates and 

culture are not a match for the sole practitioner’s; and 

 Not identifying clear terms for payments required once the practice is taken over. 

 

47% of the respondents indicated that they might benefit from information on the following: 

 

 ‘reasons why thinking about succession planning is important/relevancy,’ 

 ‘time management for developing a succession plan’ and  

 ‘knowing where to go for resources.’   

 

Clearly, this presents an opportunity for member bodies to provide a value-add to their respective 

members by providing more education and raising the awareness of the benefits of proper 

succession planning.   Similarly, providing resources for member firms would seemingly be a 

benefit to them. 

 

Some of the sole practitioner respondents indicated that they haven’t had time to get into 

succession planning.  Generally speaking, one makes time for what he or she considers 

important.  In fact, the reason why many talented professionals procrastinate in getting started 

with a key initiative, whether it is dealing with succession planning or any other topic, is that 

they simply don’t know how to do so.  This should serve as reinforcement for the need to 

provide more resources, training and increased awareness for sole practitioners. 
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QUESTIONS IN THE GLOBAL SURVEY ANSWERED BY MULTI-OWNER FIRMS 

 

Q19. What is the size of your firm? 

 

 
 

Sixty percent of the respondents to the survey from multi-owner firms were from firms with two 

to five owners, while 17% were from larger firms with more than twenty owners, and roughly 

one-fourth of the respondents were from firms with from 6 to 20 owners. 

 

CAI, SAICA, ICAA and NZICA had the highest percentages of members from 2-5 

partner/principal firms, while the ICAS, HKICPA, Canada and IDW had the highest percentages 

of firms with more than 20 partners/principles responding to this survey. 
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Q19c. Are any of the partners/principals known to be planning their retirement from the 

firm? 

 

 
 

At the firms responding to this survey, over half (52%) expect one or more owners to retire 

within the next five years, and at 30% of the firms, ownership is expected to change hands within 

the next year or two.  This represents significant opportunities and challenges for those firms 

with owners who are expected to retire soon.  If a firm has the better part of five years to prepare 

for the departure of an owner, it has the opportunity to put in place more robust decision-making 

infrastructure and leadership development activities to better prepare for the departure.  The 

reason why some firms can benefit from more robust decision-making infrastructure is that a few 

key, entrepreneurial partners likely have been running the firm by the sheer force of their will, 

ownership percentage or influence they have from the size of client book they manage.  While 

they have done so successfully, typically they’ve not created processes that will guide the 

remaining group to function effectively together without them.  Similarly, most firms can benefit 

from more thorough preparation of the next generation of leaders so when the owner or owners 

who have been the driving force behind the firm leave, the firm can easily maintain consistency 

in its operations as it transitions to new leadership, which not only impacts its economic 

viability, but also its sustainability.    

 

As well, when a firm retires an owner, particularly in smaller firms, which tend to be built 

around less leverage of the work through other professionals, that action will result in the loss of 

three important factors that we refer to as the CKR™ functions: 

 

 The production (both billable and non-billable hours) capacity of the retiring owner  

 The technical knowledge/skill and intellectual capital of the retiring owner 

 The relationships the owner has built with clients and with referral sources 
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Planning in advance of the retirement provides the firm and remaining owners with the 

opportunity to build up the capacity and technical strength required to more smoothly transition 

the workload to others within the firm.   

 

Just focusing on the point mentioned above, replacing the work capacity (C), the technical 

knowledge (K) and the client relationship management (R) skills of the retiring partner is a big 

enough challenge, but there is a trickle-down effect that many firms don’t think through.  For 

example, even if you bring in a new partner to replace the retiring one, typically the new partner 

can’t replace all three (CKR™) functions the more experienced partner is performing.  And even 

in the exceptionally rare case when someone can do so, the only way they have a chance of 

doing it is to completely hand off the work they are currently doing, which is rarely the case.  So, 

in reality, the way transitioning works is that while one partner might be retiring, a minimum of 

four or five other people in the firm will be asked to step up and change what they are doing to 

make this work.  Staying with the example of a new partner being added, he or she will need to 

take on as much of the responsibilities of the retiring partner as possible.  But the other partners 

in the firm are likely going to take on some additional client work as well.  Therefore, the other 

partners will have to pass some of their work down to others as there is a strong likelihood that 

those partners are already working at or close to capacity already.  Therefore, managers will have 

to step up and take on work being passed down to them because the multiple partners will have 

to absorb the most difficult of the CKR™ work requirements of the retiring partner.  For 

managers to take on this extra work, they have to pass some of their work down to the 

supervisors and so on.  The reality is that, even in the most progressive of firms, the focus on 

retirement is on the partner leaving and a partner taking his or her place.  But a successful 

transition typically requires a transition plan to be created for multiple people.  Each partner 

assigned new clients from the retiring partner’s book needs a transition plan for what they plan to 

pass down to managers to free up enough time to take on their new assignments.  The managers 

that are taking on work trickling down from the partner group need a transition plan to guide 

them as to what to hand down to the next level in the firm, and so on.  In essence, one retiring 

partner impacts multiple people and because of this, multiple transition plans should be created 

to effectively manage this change if you expect effective client transitioning and sustained 

profitability. 

 

The lesson here is that the less time a firm has remaining before the departure of an owner, the 

more difficult it will be to cover any shortfall in CKR™, and to design and implement a smooth 

transition.  Fixing these problems can be costly.  At the very least, a departing owner should plan 

on two years of time during which he or she will be actively transitioning client relationships to 

others within the firm according to a plan set out by the Managing Partner/CEO of the firm.  

Lack of a planned and carefully implemented client transition (including key referral source 

transition) process is the most common way retiring owners damage their firm upon their 

retirement.  For firms with a closer horizon for departing partners (the 14% expecting a departure 

within the next 12 months), transitioning and the attendant client retention are likely going to be 

significant issues if transition of both the work and the relationships are not well underway 

already.  By the way, while transitioning the work is an essential step, transitioning the 

relationship is the most important step in this process, which takes time. 
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Q20. Which of the following exit strategies are likely to be considered when you are ready 

to retire from your business? 

 
 

Selling their share of the business to others in the firm, that is, conducting an internal transfer of 

ownership, is something that 65% of the respondents will consider doing.  Another 14% of the 

respondents might consider this strategy as well.  This is a standard strategy for many multi-

owner firms, especially if the owners have executed a buy-sell agreement in advance to cover the 

admission of new owners and the departure of retiring owners, which is why it makes sense that 

79% of the firms are likely going to pursue this option.  We’ve found that some owners in 

smaller firms may be heading into retirement with an expectation that their partners will buy 

them out at some fixed price paid over a time certain.  However, in those smaller firms, it is not 

at all uncommon to find that the owners have not developed the next tier of owners, nor have 

they created the CKR™ to physically complete the work that the retiring owner leaves behind.  

Thus, an owner’s expectations for retirement may not be in alignment with the practical reality of 

retirement if these issues aren’t addressed in advance.  

 

The second suggested option of remaining as a consultant to the firm after transferring 

ownership, which 78% of respondents may or will consider, can be a viable one under certain 

conditions.  As previously noted, we recommend first of all, that a transition period of two years 

prior to the transfer of ownership be used to transfer ALL client and referral source relationships 

to the new or remaining owner(s).  Then, after that has occurred, if the remaining owner(s) wish 

to have the retired partner continue to work for the practice, the retired partner should be placed 

on a one-year contract, renewable at the sole discretion of the firm, with specified duties and 

remuneration for that work spelled out in the contract.  These duties would not include client 

relationship management.  The reason anyone would be willing to pay a practitioner for his or 

her share of the business is because the remaining owners expect to retain the client relationships 

and to keep those clients in order to pay off the withdrawing owner.  Allowing a “retired” owner 

to continue in a client relationship role means that the firm or remaining owners will be paying 

for clients for which they won’t have a controlling relationship.  Based on years of experience 
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seeing this type of situation and the related outcome, the remaining partners will likely be held 

hostage by the part-time retired owner to provide additional perks or financial incentives for the 

actual transition of those clients when he or she is finally ready to stop working.  

 

In our experience, the most common thinking from the retiring owner or "consultant" is that he 

or she wants to reduce the amount of client book managed and continue to take care of those 

clients on a part-time basis.  There are many problems with this idea.  First, the “consultant” 

usually wants to keep working on the larger, more lucrative clients in his or her client book.  So 

now you have a retired owner, someone no longer part of the firm leadership or management of 

the firm, making decisions about client work for large clients of the firm.  Second, one of the 

ways firms can afford to pay retirement benefits is to put less expensive partners in place of the 

retiring partner to manage those larger more lucrative clients.  If those relationships are being 

maintained by the retired partner, then the firm will not only be paying retirement benefits, but 

also paying too much in current compensation to the retired partner to manage a relationship that 

someone else should be managing.  And finally, when it comes time for the retired partner to 

actually transfer those lucrative clients to someone else in the firm years down the road, the 

organization no longer will have a hammer to make sure this happens because the retirement 

benefits have been set with limited leverage left to force transition compliance.  A common 

statement we hear from firms in this situation is, “Don’t worry, our retired partners are ethical 

and would never do that.”  Our response is two-fold: 

 

 We see this abuse all the time in our work.   

 If the retiring partner was that ethical, they would have transitioned those clients when 

they retired as they were expected to do then.  

 

Nearly half (48%) of the multi-owner firm respondents might consider or will consider merging 

with another practice prior to retirement.  Arguably this means that they’re expecting to merge 

their entire firm into another practice inasmuch as most multi-owner firms have or should have 

restrictive covenants in their buy-sell agreements that prohibit departing owners from competing 

with the firm.  In that context then, on one hand, merging with another firm will be a viable 

option for some firms.  If a firm is well managed and has a specialty niche that is of interest to 

other firms, the owners could make out quite well in a merger.  Even at the other end of the 

spectrum, a merger might make sense.  For example, if the owners of the firm have not prepared 

the firm for their exit—that is, they have not prepared the next generation of leaders and have not 

invested adequately in their people, technology and marketing, they may be left with few 

practical choices other than to merge with, or sell to, external parties when the time comes for a 

senior partner to retire.  However if the owners of the firm have not developed a quality, 

profitable practice with good economics, good clients and good employees, the value of their 

firm to any acquiring firm will be diminished.  Poor economics—low billing rates and lackluster 

profitability—will make any business less desirable.  As the aging Baby Boomer generation 

continues to move toward retirement, firms that are acquiring practices will continue to become 

more selective about acquisition targets.  We’ve seen the beginnings of this trend already.  

Consequently, many firm owners may not realize what they’d hoped for from the residual value 

of their shares of their practices, especially when those owners are taking all of the money out of 

their firms in their last few years and not making the necessary investments to maintain and 

constantly improve the value of their firm. 
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On the other hand, when owners of a firm tell us that they are entertaining an upstream merger 

with another, larger firm, we remind them that the grass truly is not always greener on the other 

side of the professional fence.  In fact, if the owners of the firm simply would do for their firm 

what the acquiring firm most likely will be doing once the merger is complete, a merger 

probably would not be necessary in the first place.  Any well managed firm should have 

processes in place to assure quality outcomes in: 

 

 Hiring, developing and retaining personnel 

 Acquiring and updating appropriate technology 

 Business development and marketing so the firm does not rely on one or two rainmakers 

 Decision making and governance to allow the owners to make consistently good business 

decisions 

 Accountability for everyone, including the owners 

 

Usually, it’s the last point that creates friction for firm owners—they’ve often practiced for many 

years with minimal, if any, accountability for what they do and how they do it, so the 

implementation of any accountability and related incentive pay around that accountability is a 

difficult prospect for them to consider.  Yet, once a firm merges into a larger firm, the owners 

almost always can count on being held accountable to the new firm’s processes and procedures.  

 

A smaller portion (39%) of the respondents stated that they would consider selling the entire 

firm.  For all practical purposes the preceding discussion regarding mergers generally applies to 

the sale of the practice.  In most firm sales, most of the owners are expected to stay on for some 

period of time after the purchase to assist with transitioning the business.  In both mergers and 

sales, there is a strong likelihood that partners with small books of business will not end up being 

brought into the acquiring firm as partners.  

 

Besides mergers and sales of the entire firm, two strategies listed in the survey involved selling 

one’s share of the business to someone other than the existing partners in the business: 

 

 Sell share of business to a non-partner in a firm 41% 

 Sell share of business to an external partner  39% 

 

We find these strategies occurring most often among owners in the smaller firms.  At those 

firms, as noted previously, the other owners may not have the capacity or desire to take on the 

retiring owner’s clients and workload.  If the retiring owner has developed and retained one or 

more key employees over the years, the retiring owner might easily be able to sell his or her 

book of business to the employee(s).  However, a key distinction here is that no retiring owner 

should be able to independently sell his or her book to an employee with the understanding that 

the employee will be made a partner in the firm.  The remaining partners are the only ones that 

can make that commitment.  So, if a retiring partner sells his or her clients to an employee, and if 

the remaining partners don’t voluntarily admit that partner as an owner, then the employee with 

the new book of clients will have to go out on their own.   
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If we have taken the survey question out of context and what is really being suggested by the 

question is that the retiring partner will decide who in the firm can buy his book, we believe that 

this is a bad practice.  The retiring partner should not be in a position to forever alter the power 

and ownership of the firm by picking and choosing who in the firm should be able to buy his or 

her clients.  That is a decision that should only be made by remaining partners. 

 

If the retiring owner has not developed anyone who can or wishes to take over his or her 

business, and the rest of the firm’s owners are already at capacity, then selling to an outside 

person might be the only option.  However, although the retiring partner may be free to sell his 

or her book to an outsider, the remaining firm owners absolutely should have the only say as to 

whether the buyer comes into the practice with them. 

 

As a point of reference, in an Eat What You Kill, or silo, business model, it is common for each 

owner to have his or her clients that the owner is free to service as he or she sees fit, and in the 

more extreme cases, there is little cross-selling or sharing of work on each other’s clients.  In 

those situations, an owner’s best bet is to enter into a right of first refusal agreement with the 

other owners that allows the departing owner to sell the book of clients to anyone who will buy 

it, as long as the remaining owners have the first right of refusal when a valid offer is received 

from an outsider.  In fact, we recommend this approach for smaller firms that are operating in a 

silo, or in a predominantly silo, form of business.  The reason for this is that, with many two- to 

three-owner firms, a partner might be doing work that no other partner in the firm has the skills 

to do.  Therefore, if no one is ready to be admitted as a partner to take over these clients, or if the 

remaining partners don’t want to buy the book for any number of valid reasons (such as the 

retiring partner wants an unrealistic amount for them, the client book isn’t profitable, the work is 

in a niche that the others are not comfortable with, etc.), then having a way to sell to an outsider 

makes a lot of sense for everyone as long as the firm has a first right of refusal. 
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                             Eat What You Kill or Building a Village? 

 

What EWYK and BAV Operations look like and the distinctions between them: 

 

Eat What You Kill (EWYK) or Silo 

Each partner: 

 decides what clients, what projects, how to bill and how to collect for them 

 decides whether I develop my people and how I will do it 

 decides how much I’ll work and when I’ll retire 

 decides how the work will be performed, using processes, approaches I choose 

 is free to do as he/she wishes, without someone else telling them what to do 

 is free to focus on “doing” if he/she wishes, rather than managing others and leveraging 

the practice through others 

 doesn’t have to, and often doesn’t, spend much time developing people 

 

Building a Village (BAV) or One-Firm Concept 

The Firm: 

 has decision-making authority and governance processes in place 

 sets strategy and policy as a group and charges the Managing Partner with achieving 

them 

 is built around accountability and everyone is held accountable to the firm’s strategy, 

processes, policies and budgets 

 has someone who fills the Managing Partner / CEO position and holds each partner 

accountable 

 has roles and responsibilities the group adopts and then the Managing Partner holds 

partners and staff accountable to them 

 makes sure the partners focus on leveraging themselves through others and developing a 

pyramid-shaped organization 

 ensures that everyone, including the partners, focus on training and developing others 
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For this question, respondents could choose more than one answer as what strategies they are 

considering.  What the frequency of responses really are saying here is that many of the firm 

owners haven’t picked a strategy and are still considering many or all of them.  The idea of 

having multiple strategies in play, which we agree is a good management approach, is also part 

of the problem.  Several of the strategies above simply require putting the firm on the market and 

seeing what you can get for it.  But the first two options, the most popular options, require a great 

deal of preparation work.  If these two strategies were truly the main solutions being pursued, 

many more than 31% of the firms would have a succession plan in place (see question 21 below 

for more details). 

 

Also of interest is that IDW and ICAS firms are less interested in allowing the owner to stay on 

as a consultant than firms in the other countries, with SAICA and ICEAW leading the way with 

this as a desired alternative.  And ICAA members are far more interested in selling part of the 

firm to either a non-partner or external partner, or selling the entire firm, than all of the other 

countries, which makes sense as they had one of the highest number of firms with 2 to5 partners, 

and our guess is that this group probably had a high number of firms responding with 2 to3 

partners. 
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Q20b. Which of the following have you/other partners or principals done in your firm? 

 

 
 

It is encouraging to see that 76% of the respondents have identified suitable prospects for 

ownership in their firms and that 64% of the respondents have discussed ownership opportunities 

with staff.  These percentages compare favorably with the responses to the previous question 

regarding exit strategies that the respondents might or will consider. 

 

It is notable that, although nearly two-thirds of the survey respondents have addressed ownership 

opportunities with staff, less than half (49%) have provided leadership training in the form of 

ownership or partnership training to their people.  This, we find, also is a common occurrence, 

especially for those firms that are too small to develop and conduct this type of training in-house.  

This presents opportunities for institutes and member associations to fill what we see to be a 

growing need for training in firms of all sizes. 

 

Fewer respondents have talked with clients about the practitioners’ succession plans.  We find it 

unusual that 43% have discussed their firms’ succession or business continuity plans with clients.  

Usually this is something that doesn’t happen until the last possible minute and often late in the 

transition plan period, immediately prior to when the ownership transfer event, occurs. 

 

Similarly, if an owner sees himself or herself as being years away from retiring, they may not be 

focusing much effort on either finding an external buyer or identifying an internal buyer.  If a 

practitioner is in his or her 40s or early 50s and plans on working until 60 to 65 years of age, 

outside of executing a buy-sell agreement internally and taking the normal steps to run the firm 

well (developing talent, closing competency gaps, delegating work down to leverage the number 

of clients a partner can manage, etc.), it doesn’t make a lot of sense for the practitioner to be 

talking to potential buyers yet. 
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Q21. Does your practice have a written or formal business succession plan? 

 

 
 

According to Nielsen’s survey report, “Compared to Sole Practitioners, Managers/Owners who 

share ownership are about 10 times more likely to have a written or formal business succession 

plan at their firm (31% vs. 3%).  Moreover, firms from CPA Canada and the AICPA are more 

likely than firms from virtually all other member associations to have a written or formal 

business succession plan in place.”  However, this still means that 60% or more of multi-owner 

firms do not have succession plans in place.  This will be the cause of more drama and trauma 

than is necessary when the first owners head toward retirement. 

 

And as we have mentioned several times throughout this document, most succession plans that 

we see are limited in scope and only address the tip of the iceberg regarding succession planning 

issues. 
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Q22. Please indicate why you do not have a written or formal business succession plan. 

 

 
 

 
 

For those firms who do not yet have a written or formal succession plan, reasons for not having a 

plan fell into four, roughly equivalent sets of responses: 

 

 Succession issues are addressed adequately in the partnership agreement 

 The plan is in development but not yet finalized 

 Succession planning is not currently perceived to be an issue for the firm 

 We are aware of the need for one, but haven’t found the time or don’t know where to 

start 

 

A partnership agreement normally covers many of the terms dealing with the exit of an owner, 

including valuation, payment terms, and related matters.  However, in our experience, few if any 

agreements presently address the key challenges disclosed by this survey.  Based on our 

experience, they omit coverage of issues such as transitioning of clients, development of the next 

tier of leadership, accountability for compliance with agreements made, mandatory retirement 

age and so on.  In fact when retirement agreements do exist, whether as part of the partnership 
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agreement or as a stand-alone document, we often see retirement benefit expectations totally 

inconsistent with the business model being used by the owners. 

 

Not being able to find the time means that either this issue is not seen as a high enough priority 

to devote some non-billable time to it, or that the owners are procrastinating because they don’t 

know where to start. 

 

Some owners don’t believe that they need a succession plan at this time.  Although a firm could 

be owned by relatively young professionals who may not currently see a need for a succession 

plan, this is a short-sighted view to take on their part.  Even if one does not plan on retiring for 

10 or 20 years, unexpected things happen—disability, death, major life changes—and if you 

haven’t thought about succession planning until one of these events occurs, it will be too late to 

address it effectively.  The percentage of respondents who don’t feel a need for a succession plan 

is relatively higher at HKICPA, SAICA and the IDW, and this represents an opportunity for 

awareness-raising on the part of these member bodies. 
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Q23. Which, if any, of the following challenges have you encountered in putting together 

your business succession plan? 

 

 
 

When asked which challenges they faced in developing their succession plan, the respondents 

selected ‘Time or resource constraints to dedicate to the task’ (27%), ‘Reaching agreement 

among the owners on what the plan should contain/details of the plan’ (20%) and ‘Achieving a 

consensus view among owners on the future of the practice and strategies to be pursued’ (18%) 

as their top three. 

 

With respect to the first cited challenge, although over a quarter of the respondents indicated that 

they haven’t had time to get into succession planning, we believe that generally one makes time 

for what he or she considers important.  In fact, the reason why many talented professionals 

procrastinate in getting started with an initiative, whether it is dealing with succession planning 

or any other topic, is that they simply don’t know how to do so.  This should serve as 

reinforcement for the need to provide more resources, training and increased awareness for 

practitioners which is an important opportunity for member associations to address. 

 

The next two challenges are closely related, as is the fourth challenge of insufficient follow 

through.  Difficulty in reaching agreement over firm strategy and succession plans, together with 

lack of follow through are the results we see in firms that are operated more as silo practices than 

as one-firm practices—that is, more under the Eat What You Kill business model than under the 

Building a Village Model or the One-Firm Concept.  In the Eat What You Kill firms, the owners 

have enough autonomy in the way they conduct business that there is little accountability for 

them to follow through on what they promise even if they can agree on a course of action.  The 

fact that they are fairly autonomous creates the difficulties mentioned in this survey—there is no 

downside risk to an owner refusing to go along with the majority of the owners, if indeed the 

majority of the rest of the owners can agree on any particular strategy or related decision.  Most 
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of the rest of the survey responses are related to the business model in use and the implications of 

the business model for governance, decision making and accountability as well.  The apparent 

predominance of the Eat What You Kill model in practice is not necessarily bad in and of itself.  

Many firms that operate under the Eat What You Kill model are quite profitable for the owners.  

However, as noted earlier, an owner’s expectations about what the remaining owners will do for 

him or her at retirement under an Eat What You Kill model should be far different than those 

expectations under a Building a Village model.  The problem is that human nature likes to pick 

and choose the best benefits from each model and then pretend that the combination is a realistic 

and fair solution.  The general advantage of the EWYK model is that partners can operate in silos 

and run their practice like they are operating as an individual firm within a firm.  This model 

gives the owners a great deal of freedom as to how much they work, how they approach their 

work, how much they make, and how they go about working with their clients and running their 

practice.  On the other hand, the BAV model requires that all partners operate within roles, 

responsibilities, policies and processes, while staying focused on achieving the firm’s strategy.  It 

is a democracy so when a partner doesn’t like a decision of the majority, it doesn’t matter, and 

they have to comply with the direction chosen.  So in general: 

 

The more you can do what you want as a partner, the more the remaining partners 

shouldn’t be committed to buy what you have created when you are ready to 

leave.  And the more you are held accountable to creating what the group is 

demanding, the more the group needs to be responsible to buy what you have 

developed. 

 

Generally, when firms are between one and three partners in size, they are almost always 

operated under mostly an EWYK model.  Firms between four and eight partners commonly 

create hybrid models operating partly under EWYK and partly under BAV.  As firms add more 

partners, they find themselves having to morph more fully to BAV and start stripping out those 

final remnants of EWYK remaining in their firm in order to effectively operate in a large firm 

environment. 

 

Much of the conflict encountered in succession planning is having to finally address one of the 

following: 

 

 The remaining EWYK mentality still existing in a predominantly BAV firm, 

 Differences in expectations  for those operating in hybrid models using both EWYK and 

BAV, and 

 Expectations of receiving the benefits of the BAV model while operating under the 

EWYK model. 

 

Finally, for the 48% of the respondents that have encountered none of the above, it is mostly 

likely because they have not seriously addressed succession, or they have developed a plan that 

no one takes seriously and no one has retired under that plan yet. 

 

We have identified 15 broad issues that need to be addressed in succession planning in our 

companion books sold by the AICPA called Securing the Future: Building Your Firm’s 

Succession Plan and Securing the Future: Implementing Your Firm’s Succession Plan, and thus 
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far, regardless of the size of the firm, their prominence in the market and their quality, no firm 

that we have worked with has addressed each of those 15 issues.  So, the possibility of 48% of 

the firms internationally having encountered no problems when developing their succession plan 

is highly unlikely, which is why we are surmising that these responses represent those who have 

not traveled very far down this path yet. 
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Q24a. Has your business succession plan been communicated within the firm? 

And Q24b, Has your business succession plan been implemented within the firm? 

 

 
 

Of the overall 31% of firms that have succession plans, 77% have implemented them.  In other 

words, roughly one-fourth of all multi-owner firms actually have implemented what they view to 

be a succession plan, and slightly less of them have communicated the plans within the firm.  It 

seems a little odd that something as foundational as a succession plan would be communicated at 

a lower rate than it is implemented, so this may simply be a statistical anomaly rather than a 

practical one. 

 

Succession planning for personal service businesses such as accounting firms can be more 

difficult than succession planning for other types of organizations. This is because a personal 

service business, by its very nature, depends on good, strong relationships with clients. By its 

nature, a personal service business is much more likely to be identified with the individual 

partner or partners, rather than with the firm itself; and the smaller the accounting firm and its 

clients, the more likely this will be the case. The more an organization can create an institutional 

identity and loyalty to that organization’s brand, the easier it will be for changes to occur in 

ownership and management without affecting the firm’s viability or future success. But real 

institutional identity and brand loyalty rarely occur in the smaller professional service 

organizations, creating greater risk in long-term viability when key partners transition out of the 

business.   

 

The survey results show that most professional accounting practices have quite a bit of work to 

do to get ready for succession.  And even in those firms that indicate they have succession plans 

implemented and in place, what we usually find is limited to the following features: 

 

 A schedule by age of the partners. 

 An estimate about who might decide to leave when (but nothing more than that because 

no one has truly committed to going, and virtually everyone could go). 

 A schedule outlining what the firm thinks it will owe each partner based on when the 

group guesses they are leaving. 

 An analysis about whether the firm’s cash flow can afford the retirement payments. 



GLOBAL ACCOUNTING ALLIANCE 

WHITE PAPER ON 2014 SUCCESSION PLANNING SURVEY REPORT 

60 

 

 Some list of people who might be named partners in the future. 

 A list of clients who need to be transitioned to someone. 

 

Although these are issues that need to be identified and addressed, as we have been suggesting 

throughout this paper, they just represent the tip of the iceberg.  
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Q25. What challenges have you encountered in implementing your business succession 

plan? 

 

 
 

Approximately four out of five firms have encountered challenges in the implementation of their 

succession plan.  Nearly half (46%) of them indicated that recruiting people to replace the skills 

that will be lost with the exiting owner is an issue, and 38% indicated that their firms struggle 

with training and mentoring people to get them ready for ownership.  What we most often find to 

be the root cause of these conditions is a culture where partners are rewarded for bringing in 

work and creating superstar skills in themselves while not being held accountable for training 

others to have similar skills.  In other words, when we find firms that are experiencing challenges 

in recruiting in the necessary skills to replace the departing owner, it is because the departing 

owner has not done his or her job of preparing the next generation for leadership.  We find this 

most often to be the case in firms with a strong Eat What You Kill culture. 

 

Two apparently closely related challenges deal with pre-retirement transitioning of clients and 

the activity of the retiring owner relinquishing work and the client relationships to others in the 

firm.  These problems can and must be avoided.  If an owner retires from practice and expects a 

stream of deferred compensation or retirement benefits from the firm under the Building A 

Village business model, then that owner needs to transition clients or be held accountable for 

clients who are not subsequently retained by the firm upon the owner’s retirement.  As noted 

above, we recommend a two-year transition period.  If the owner doesn’t satisfactorily transition 

a client and that client is lost by the firm, then the owner’s retirement pay needs to be reduced for 

it.  In an EWYK firm, while transition is still desired and preferential for all, since the retirement 

benefit to the retiring partner should be totally based on collections and client retention, if the 

firm isn’t staffed or built with the capacity or talent to do the work (the retiring partner typically 

has a large say in allocating the necessary resources to develop this), then the person who will 

likely suffer most from this misallocation of resources will be the retiring partner since little 

value will be paid to him or her given that many clients will likely leave or be fired since the firm 

can’t adequately service them. 
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Nearly one fourth of the respondents indicated that the reluctance of partners to retire is a 

challenge for their succession planning implementation.  This is the type of problem that can be 

avoided by using properly drafted agreements that have a mandatory sale of ownership stipulated 

in them.  There are several good reasons for a mandatory sale of ownership at some age and no 

good reasons for not having this type of provision.  For example, with a specified mandatory sale 

of ownership at some age certain: 

 

 The firm can effectively plan for the exit of the owner, and in doing so, develop owners 

to take over his or her book of business.  Without a clear idea of when the owner will 

leave, the firm can’t possibly develop and keep top talent to replace him or her. 

 Younger, high potential professionals and partners will know that at some point, the older 

owners will be moving on and the decision making will be turned over to them, which 

motivates them to want to stay. 

 With any business, generational differences become amplified as owners grow older.  

The younger owners will have a higher appetite for (reasonable) risk than the older 

owners.  The older owners normally don’t want to reinvest as much, if any, of the profits 

in the firm to stay abreast of technology, marketing and people development as they 

would rather take it all out so that they can take it home.  The common response we hear 

from soon-to-be-retiring partners is, “Why should I invest in X for the firm when I won’t 

be around to reap the value it delivers?”  Unfortunately, this short-sighted thinking is also 

why there is so much interest in merging or selling the firm because the owners know 

they haven’t been investing in, and quite frankly have no confidence in, what they have 

built.  That is a sad state of affairs when the cause to merge or sell is the retiring owners 

not taking responsibility to do what they are supposed to do to prepare the firm for their 

departure, while the younger partners don’t force the hand of the retiring partners to do it 

either. 

 Too often, older owners end up being retired in place, gradually performing less work 

while taking out far more pay than they are earning. 

 At some point, the mental acuity of older owners will diminish, representing a risk to the 

firm’s clients and the remaining partners. 

 

A variety of additional challenges were mentioned in the survey responses, most of which are 

related to issues already identified previously—business model, governance and decision 

making, accountability, poorly drafted agreements, etc. 
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Q26. Do you have a written or formal business continuity plan to ensure continuity of 

service to your clients in the event that key individuals (e.g. those with unique 

skills/specialization) in the business are unable to do so (e.g. through illness or 

otherwise)? 

 

 
 

The fact that more firms have a continuity plan in place than a succession plan in place would 

indicate a high probability that those firms with continuity plans are operating predominantly 

under the Eat What You Kill or silo business model.  Thus, and properly so, while not 

necessarily expecting partners to take over one’s book in his or her absence, that owner will have 

executed a business continuation agreement with one or more practitioners to take over and serve 

the clients. 
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Q27. From which sources, if any, have you sought advice on business succession and 

continuity planning topics? 

 

 
 

The fact that more respondents were likely to go to sources other than their member body might 

be indicative of a couple of factors: 

 

 The area of succession planning for professional practices has become highly specialized 

and some firms prefer to go to industry specialists for this assistance 

 The member bodies may not be perceived as offering the resources needed for succession 

planning, either alone or in partnership with industry specialists.  This seems to present 

an opportunity for member bodies in general to create additional value-added offerings in 

this subject matter.  

 There has been an increase in the prominence of accounting firm networks and 

associations, both in country and international, predominantly focused at practice 

management issues such as firm performance, leadership development, training, etc.  

These groups tend to, as their backbone, focus on key issues related to succession, like 

governance, profitability, work processes, people development, and many of the needed 

informational areas listed in this survey. 

 

A conclusion that can be drawn from this is that member bodies have a significant opportunity to 

help their accounting firm members.  As this survey shows, many firms have not really started to 

address the succession issue.  However, it is clear by the number of firms with near-term retiring 

partners that this issue is quickly going to become of greater interest.  And the demographics of 

firms also provide that same insight – that succession and developing an adequate succession 

plan will be of greater and greater importance each year.  For that reason, succession is a huge 

opportunity for member bodies to provide needed services to help their membership, for 

example: 

 

 Understand what succession really is about and what a succession plan should include, 
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 Learn how to go about creating and implementing a robust succession plan, 

 Become aware of the common opportunities and pitfalls typically encountered with 

succession, and 

 Through these actions, build additional loyalty from their members by providing critical 

resources to help them protect, for many, their single biggest financial asset (their firm). 
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Q29. How important do you believe it would be to have the following items addressed in 

your firm’s succession or continuity plan? 

 

 
 

 
 

We agree that the first five items by frequency of response would be good to have in any 

succession plan, to the point that virtually all firms should address these items in their plans.  

Similarly, any succession plan needs to address valuation of the firm or retirement benefits, so 

addressing what has been characterized in the survey as the goodwill valuation policy is also 

mandatory in our opinion.   
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Assuming that preemption rights of existing partners refers to the idea that partners have a first 

right of refusal, that should certainly occur in an EWYK model.  In a BAV model, there is no 

preemption necessary as the firm should be obligated to buy according to the pre-agreed to 

valuation. 

 

Although practice acquisition and merger considerations are often part of the firm’s overall 

business or strategic plan, we don’t believe that the strategic plan or merger and acquisition 

strategy need to be spelled out as part of the succession plan unless a specific merger or 

acquisition is part of a specific partner’s succession plan.  However, we do believe that a firm 

should have a strategic plan as part of the components required when building a firm’s 

succession plan – it just does not need to be in the same document, and neither the strategic or 

succession plan needs to be contained within the other document. 

 

The final two items listed in the survey also make sense to be included in any overall succession 

plan. 
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Q30. How useful would it be to have information on the following topics? 

 

 
 

 
 

The majority of respondents indicated that information on almost every topic listed in the survey 

would be beneficial to them, with the exception of ‘family succession planning for my business,’ 

which likely reflects the fact that fewer firms are family affairs.  The members of the AICPA, 

SAICA, Canada and HKICPA indicated a relatively higher level of interest in developing 
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pathway training/mentoring of partners than did the members of most of the other member  

bodies.   

 

In any event, the findings as a whole for this question, just as with several questions covered 

earlier, point to opportunities for the member bodies to add value to, and build the loyalty of, 

their members by bringing offerings to market, either alone or in partnership with others, that 

address these needs. 

 

 

General Summary Remarks Regarding the Questions Answered by Multi-Owner Firms 

 

Sixty percent of the respondents to the survey from multi-owner firms were from firms with two 

to five owners, while 17% were from larger firms with more than twenty owners, and roughly 

one-fourth of the respondents were from firms with from 6 to 20 owners. 

 

At the firms responding to this survey, over half (52%) expect one or more owners to retire 

within the next five years, and at 30% of the firms, ownership is expected to change hands within 

the next year or two.  This represents significant opportunities and challenges for those firms 

with owners who are expected to retire soon.   

 

With these factors in play, and considering that only 31% of firms have a written or formal 

succession plan, firms have a great deal of work to do to get ready for the challenges succession 

will be bring in the near-term.  While there is clear interest in succession when you consider 

many of its component parts (value of the firm, people development, identification of future 

leaders, partnership agreements, and many more examples included in the above narrative), it is 

surprising how many firms resist developing a robust succession plan.  It is our belief that for 

many, succession is only about the identification of who is leaving and when, who will replace 

them, and what will be paid to the retiring partner.  As we have said so many times in this paper, 

that is just the tip of the iceberg.  Less than five in 100 firms, based on our work with accounting 

practices, actually have developed a comprehensive succession plan, which would include 

answering critical questions such as: 

 

 Who is going to fill the technical ability gap of the retiring partner? 

 Who is going to fill the client service gap of the retiring partner? 

 What is the client transition plan that we will require the retiring partner to complete, and 

what are the consequences if he/she doesn’t carry through with it? 

 What competencies are we expecting from every new partner and how are we fairly 

evaluating who is measuring up? 

 If a new partner is going to be brought into the firm, how are they going to buy in, at 

what ownership level and dollar amount, and when will they vest for retirement benefits? 

 Who is going to fill the role of the person being promoted to partner?  And who is going 

to fill each roll vacated below them due to the ripple effect created by promoting one 

person in the firm? 

 What are we doing to develop people and create the capacity we need within the firm to 

do the work that is already in-house? 
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 What are we doing to close the competency gaps that currently exist in the firm among 

our existing people? 

 Under what circumstances will a retired partner be allowed to work in some part-time 

capacity within the firm after he or she sells their ownership? 

 Have we created a culture that focuses on leveraging work through others so partners can 

retire seamlessly? 

 

Based on the survey results from the multi-owner firms, as well as sole practitioners and 

employees, it is clear to us that there is a great deal of opportunity for the GAA member 

organizations to assist their members in addressing the challenges that lie ahead of them in the 

succession planning arena which should result in increased member loyalty. 

 

 


