
Succeeding at 
Business Succession
The process of business succession is 
comprised of three basic steps.



According to the Conway Center for Family Business, family businesses account for 64% of the U.S. Gross 
Domestic Product (GDP), yet 57% of family businesses have no formal succession plan.1

While the number may shock you, it is not surprising that many small business owners are consumed by 
the myriad responsibilities of running their businesses. Nevertheless, owners ignore succession 
preparations at their peril and possibly at the peril of their heirs.

There are a number of reasons for business owners to consider a business succession structure sooner 
rather than later. Let's take a look at two of them.

The first reason is taxes. Upon the owner’s death, estate taxes may be due, and a proactive strategy may 
help to better manage them.² Failure to properly prepare can also lead to a loss of control over the final 
disposition of the company.

Second, the absence of a succession structure may result in a decline in the value of the business in the 
event of the owner’s death or an unexpected disability.

The process of business succession is comprised of three basic steps:

1. Identify your goals: When you know your objectives, it becomes easier to develop a plan to pursue 
them. For instance, do you want future income from the business for you and your spouse? What level of 
involvement do you want in the business? Do you want to create a legacy for your family or a charity? What 
are the values that you want to ensure, perhaps as they relate to your employees or community?

2. Determine steps to pursue your objectives: There are a number of tools to help you follow the goals 
you’ve identified. They may include buy/sell agreements, gifting shares, establishing a variety of trusts, or 
even creating an employee stock ownership plan if your desire is that employees have an ownership stake 
in the future.

3. Implement the strategy: The execution step converts ideas into action. Once it's implemented, you 
should revisit the strategy regularly to make sure it remains relevant in the face of changing circumstances, 
such as divorce, changes in business profitability, or the death of a stakeholder.

Keep in mind that a fundamental prerequisite to business succession is valuing your business.

As you might imagine, business succession is a complicated exercise that involves a complex set of tax 
rules and regulations. Before moving forward with a succession, consider working with legal and tax 
professionals who are familiar with the process.
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1. Conway Center for Family Business, 2019
2. Typically, estate taxes are due nine months after the date of 
death. And estate taxes are paid in cash. In addition to estate 
taxes, there may be a variety of other costs, including probate, 
final expenses, and administration fees.



ABOUT THE PACIFIC FINANCIAL GROUP

Founded in 1984, The Pacific Financial Group, Inc. (TPFG) is a dynamic wealth management innovator 
that blends three decades of traditional asset management experience with leading-edge financial 
technology know-how, to provide products and services that empower financial freedom for advisors 
and their clients.

The firm focuses on the group retirement space and was an early pioneer in the evolution of Self-
Directed Brokerage Account Management for 401(k), 403(b), and 457 plans. Strategy PLUS™ is the firms 
next gen investment platform that includes a suite of over 40 model strategies built especially for 
retirement plan participants. A unique blend of choice, world-class strategists, and sophisticated 
modeling not found in traditional retirement plans.

The firm also offers Separately Managed Accounts, Core Retirement Optimization, and a Variable 
Annuity Program. TPFG technology affiliate RiskPro®, is a risk profiling and portfolio construction 
system providing “always-on” risk monitoring for all TPFG model portfolios. www.tpfg.com.

DISCLOSURES

The information provided herein is the opinion of The Pacific Financial Group (“TPFG”), a registered investment adviser, and may change 
without notice at the discretion of TPFG. Market Data is as of the time period noted and TPFG makes no warranties as to the accuracy of 
the information or any representations made or implied at any time given. The information should not be construed or interpreted as an 
offer or solicitation to purchase or sell a financial instrument or service. The information is for informational purposes only and should not 
be relied on or deemed the provision of tax, legal, accounting, or investment advice. Past performance is not a guarantee of future results. 
All investments contain risks to include the total loss of invested principal. Diversification does not protect against the risk of loss.
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