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Why You Need a Succession Plan
for Your Small Business

Business and finance journalist TeriCettina" @
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You may love your work so much that you don’t plan to retire anytime soon. But have
you considered how you’d keep your company running if you were to get seriously ill
or-on a more positive note-suddenly got a buy-out offer for your business that you
couldn’t refuse?

It could take some time to identify and train someone (or a team) to take your place.
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That’s just one of many good reasons to create a succession plan for your small
business as early as possible, according to Minneapolis, Minnesota, attorney Kimberly
Hanlon.

Depending on the nature of your company, it could take three to five years to
comfortably organize and implement a succession plan, says Hanlon. “Some
strategies need a longer time frame to effectively execute, such as a family transfer of
a high-net-worth company, so it’s important to have trusted legal and financial
advisers on your team and start the conversation with them earlier than later.”

Here are five steps for developing your plan: 

FFiinndd,,  ttrraaiinn  aanndd  ssttaarrtt  ggiivviinngg  rreessppoonnssiibbiilliittiieess  ttoo  aa  nneeww  mmaannaaggeerr  oorr  tteeaamm..  Is
there a family member or employee already within your company who would be
a good candidate to replace you? Or do you need to recruit new talent from
outside? Either way, Hanlon advises that you start looking for a “new you” so you
have ample time (years, perhaps) to mentor and evaluate whether or not the
person is a good fit. You don’t necessarily have to tell the mentee right away that
you’re grooming him/her as your replacement. Wait and see how things go first.

1. 

PPuutt  yyoouurr  ppllaann  iinn  wwrriittiinngg.. Once you have a solid decision about your
replacement, be sure that person/team is willing and put the agreement on
paper. Surprises aren’t a great idea. For instance: “The next generation of your
family may not want to work the business, so a gifting strategy that leaves them
shares of the company may not be as welcome as you might think,” notes
Hanson.

2. 

HHaavvee  aa  PPllaann  BB.. Things don’t always go as planned. A key employee may
theoretically be interested in buying the business, but when it comes down to it,
may not be financially ready to buy you out. For these reasons, it’s always smart
to have an alternate plan-such as a way to offer seller financing or alternate ways
to identify buyers.

3. 

GGeett  lleeggaall  aanndd  aaccccoouunnttiinngg  aaddvviiccee.. Most succession plans shouldn’t be do-it-
yourself projects. You’ll need legal documents for the transition plan, and
according to the Small Business Administration (SBA), they’ll be quite different.
For example, whether you’re gifting the business to a family member or selling it
to an employee or someone you don’t know. “Also, the way a sale or transition is
structured can potentially make a huge difference in capital gains tax,” notes
Hanlon. “Getting the advice of legal/financial counsel well in advance can save

4. 



you both stress and money.”

PPrreepp  yyoouurrsseellff  ffoorr  yyoouurr  eexxiitt.. Leaving your small business may be a huge
transition for you personally too. The Service Corps of Retired Executives
(SCORE) suggests outlining a clear plan for bowing out with a set timetable if
possible. Consider how you could transition to part-time work or a consulting
arrangement with your company before leaving altogether. As your successor
takes on more responsibilities, you can slowly shift to your exciting, next
venture-whatever that might be.

5. 
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3 Ways to Shake Up Your
Mentoring Program for Better
Results

Remember that old song we learned as kids, "Make new friends, but
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keep the old. One is silver and the other's gold?"

Author and Consultant LindseyPollak" @
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It's a good reminder for the workplace. 

As individuals, we benefit from having a professional network comprised of both
longtime connections and new workplace relationships. If you primarily hang out
with the "old guard" in your organization or industry, you risk missing out on fresh
perspectives. If you only spend your time with newbies, you miss out on the wisdom
of more experienced connections.

To address this issue, many companies offer mentoring programs to help employees
forge relationships that might not arise naturally. Historically, such relationships
tended to consist of an older, experienced "gold" employee mentoring a younger, less
experienced "silver" employee. 

But, as with so many elements of the 21st century workplace, the concept of
mentoring is in the midst of some serious - and smart - disruption. Today's most
progressive companies are adopting the practice of "reverse mentoring" (sometimes
called "co-mentoring" or "reciprocal mentoring"), in which a younger and older
employee jointly mentor one another. 

Here's why unconventional mentoring relationships are so valuable:

1.    The multigenerational workplace requires a multigenerational perspective. With
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four different generations in the workplace (Traditionalists, Baby Boomers,
Generation Xers, and Millennials), your success depends on your ability to interact
with people of different age groups and communication preferences. For example, if
you're a Millennial who prefers to communicate via email or text, you might benefit
from having a Baby Boomer mentor who can share some suggestions for making a
great impression during in-person client pitch meetings or high-stakes, face-to-face
negotiations. 

2.    Too many rules are unwritten. Even the kindest and gentlest workplaces have
some element of office politics. So, it's important to have a trusted mentor to talk to
when you're not quite sure how to approach a particular situation. A more
experienced mentor might provide guidance on how people have successfully earned
promotions from your position. A younger mentor can help you understand the
reason why your younger colleagues don't necessarily want to be your friend on their
personal social media accounts, even though they might really like you.

3.    No one can do this alone. Unconventional mentoring relationships foster
relationships and make the workplace less lonely and more fun. Whether you're in the
first year of your career or the thirty-first, you're probably spending a large portion of
your waking hours at work. Those hours will be a lot more pleasant--and, therefore,
more productive for employees and employers--if you know there are people nearby
who've got your back. By having mentors of different generations, you're essentially
creating a workplace family. And, like healthy family relationships, strong mentor-
protégé connections are good for your long-term career goals and your day-to-day
well-being.

If you don't already have a cross-generation mentor--or any mentor, for that
matter--where should you begin? If your organization does not yet offer a formal
mentor-matching program, simply take the initiative to invite an older or younger
colleague out for coffee and discuss ways you might be able to help each other. Then,
repeat this strategy again and again with contacts both new and old--for the rest of
your career.

Editor's Note: For an interesting look at how small-business owners feel about
mentoring, check out a recent Bank of America survey here.
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