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• Exiting a business can be a moment of truth for an 
entrepreneur. A solid succession plan can make the 
difference between success and failure. 

• Lack of an exit plan can force entrepreneurs to sell 
in a hurry at a lower price. It can also cause costly 
disputes among family members - explaining why 
70% of family-owned businesses do not survive even 
one generation after the founder moves on. 

• But despite the high stakes, nearly eight in 10 
founders say they are too preoccupied with the day-
to- day running of the business to make such plans. 

Source: Getty Images • We believe that a solid succession plan can help 
entrepreneurs – both young and old – in four main 
ways. 

• Maximizing value: Reducing key person risk, for 
example, can help a business can maintain its growth 
trajectory during a transition. 

• Harmony among the next generation: Fostering 
a sense of common purpose for the family and 
stakeholders can help defuse conflicts and tensions. 

• Seize new opportunities: Serial entrepreneurs need to 
be ready to seize new opportunities at short notice. 

• Preserve a legacy: Many entrepreneurs are proud 
of the positive impact their business has had 
on employees, the local community and the 
environment. Finding a like-minded succession can be 
the best way of ensuring these values persist.

 

 

This report has been prepared by UBS Switzerland AG and UBS AG. Please see important disclaimers and disclosures 
at the end of the document. 
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Introduction 
Exiting a business can be a moment of truth for 
entrepreneurs. After many years and much effort in forging 
a company, entrepreneurs typically want their business to 
flourish after they leave and for it to continue to embody 
their principal values. A succession plan can be crucial to 
achieving these goals. Business succession can take many 
forms such as passing a company to the next generation 
or selling your interests – whether to a partner, a rival, or 
the public market. Robust succession planning opens up 
multiple opportunities. It is vital for entrepreneurs whether 
they are planning to retire, to move on to a new challenge, 
or to maintain some role in the stewardship of the company. 

It is a myth that such plans are just for older entrepreneurs. In 
fact, younger business people can benefit greatly from such 
forward thinking, giving them greater flexibility to pivot into 
new business opportunities swiftly, to step back temporarily 
if their lifestyle changes, or adjust if a key business partner 
becomes unable to work. 

Despite the merits of making a plan, close to seven in 10 
business owners have none in place, according to Rocket 
Lawyer, an online legal technology company. Nearly eight 
in 10 founders say they are too preoccupied with the day-
to-day running of the business to make such plans, based 
on surveys by Wilmington Trust, and four in 10 say their 
departure is too far off to justify the time and effort in 
planning. By the time the need for a plan becomes clear, it 
can be too late to find the best buyer or family successor that 
shares the owner’s principles. This can create an opportunity 
for rival entrepreneurs or private equity funds to buy poorly 
prepared businesses at a bargain price. 

In this report we explore how succession planning can 
help entrepreneurs in four main ways: maximizing the 
value of a business, securing harmony among the next 
generation well in advance, helping entrepreneurs to seize 
new opportunities, and preserving their legacy. 
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Source: gettyimages 

1. Maximize the value 

Why? 
A core priority of most entrepreneurs is to maximize the 
value of their business whether they intend to sell it 
or pass it on to a family successor. In the event of a 
sale, the amount raised will have a major impact on a 
number of entrepreneurs’ goals. Retirement plans, taxation, 
compensation levels, insurance, shareholder agreements, 
and corporate finance strategies can all depend on it. 
Valuation also matters to other stakeholders, notably 
partners, staff and family members. But an entrepreneur 
leaving a business to family members also wants to ensure 
it has the maximum value and long-term potential. A 
farsighted succession plan can help in a number of ways: 

1. Business continuity and operations: The departure 
of a founder or owner can interrupt the operations 
of a business, reduce product and service quality or 
jeopardize business growth. Clients won't often be 
patient during a disruption or decline in standards 
of service. While founders or owners may be able to 
control much of their own lives, they have less control 
over the priorities of partners or key stakeholders. This 
is a potential issue, even for younger entrepreneurs. 
Older entrepreneurs who intend to pass on their 
business to family members should also be aware of 
the destructive potential of disputes to derail business 
growth. This partly explains why 70% of family-
owned businesses do not survive the transition from an 
entrepreneur to the next generation of the family, 88% 
fail to pass on to the third generation, and 97% don’t 

reach the fourth generation or beyond, according to 
[1]

statistics from Deloitte. 

2. Boosting the value at sale: Unlike listed companies, 
private businesses are by nature illiquid assets and 
can take plenty of time to sell at a price that reflects 
their true value. A strong succession plan—with robust 
financial information and strong management and 
structures in place—makes a company look more 
appealing and may boost its value. Entrepreneurs also 
need to explore the different routes of sale—whether 
to a rival, partner, or the public market—as different 
buyers appreciate different business qualities. Before 
looking at ways to boost value, however, business 
owners need a robust valuation estimate. Liquidation 
value may not reflect the intangible assets or the 
goodwill embedded in the business. And a fair market 
valuation (as opposed to an investment value) may 
not capture the value of running a turnkey operation 
that a buyer can take over with less effort or slot 
neatly into an existing business framework. Buyers 
may pay a premium valuation if an acquisition quickly 
contributes to their bottom line. On the flipside, a 
failure to plan for succession can provide an opportunity 
for competitors or private equity firms to buy firms at 
closer to liquidation valuations. 

3. Maximizing tax efficiency: Depending on the country 
in which a company operates, there can be a variety 
of ways to boost value legitimately by reducing tax 
costs. This can begin as early as inception, as in some 
jurisdictions the initial business entity chosen can have 
major tax, administrative, and transparency implications 
(even shutting down some exit routes due to complexity 
or excessive cost). Company or holding company 
adjustments often need to made years in advance to 
gain approval from the tax authorities. These factors 
speak to considering a succession plan even at the 
early stages of a business. And failure to plan can 
potentially lead to outsize tax liabilities that compromise 
the viability of a business or shut down potential routes 
of sale. 

[1] Deloitte (2015) Business succession planning: Cultivating 
enduring value (All six volumes in one collection), p.7. 
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Case study 

How? 

1. Establish and maintain an up-to-date plan of 
sale. This can include buy-sell agreements, company 
buybacks, a plan for initial public offering, or direct pass 
down to the next generation. Such agreements can 
stipulate how a partner's share of a business may be 
reassigned if they leave it. Establishing such frameworks 
in advance can be especially important if business 
partners or family members unexpectedly withdraw 
from the business and want to sell their stakes. For 
family businesses, it can be especially important that 
such agreements reflect the entrepreneur’s goals and 
those of the wider family. 

2. Identify, educate, and train potential successors 
early, whether a family member, partner, or 

outside executive. Finding the right individual—and 
team—to take the helm can be a lengthy process, often 
taking years. Similarly, finding the right professional 
to guide a sale (whether to public markets or to close 
associates) can be time-consuming. It can be helpful 
to have a range of options, given that a preferred 
successor or preferred sale route can fall through. 
Companies that have devoted attention to this process, 
including cultivating several possible future chief 
executives, can be more attractive to outside buyers. 
More broadly, an HR strategy that reduces key person 
risk can boost the value of a business as a going 
concern 

3. Consider governance models. These can determine 
how decisions over family interests are made and 
open up multiple sales options (including initial public 
offerings). Decisions made without consultation can 
lead to conflict, which can undermine value creation. 
Without such structure, decision-makers may overlook 
the broader interests of the family. A family governance 
council may be better able to take into account the 
long-term value for both the business and the wider 
family, while any single individual family member may 
have narrower interests. For more details on how to 
think long-term amid uncertainty, please see here. 
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Source: gettyimages 

2. Secure harmony among 
the next generation well in 
advance 

Why? 
Succession is a time of heightened risk for business owners 
whether or not they propose to hand control to family 
members or sell. An overall wealth plan—including a 
succession plan for the business and an idea on how to 
distribute any sales proceeds—can help to avoid or mitigate 
these risks, while also cementing family relationships across 
generations. 

Disagreements over the running of a business or the 
distribution of assets after a sale can cause breakdowns 
in family relations. For example, entrepreneurs working 
in partnership may be happy to hand over to their 
next generation, but the other partners may not be 
happy with this arrangement. Succession planning can 
help to overcome this problem by, for example, defining 
how businesses pass between generations by drawing up 
agreements between partners and their respective families. 

Entrepreneurs need also to consider what types of business 
interests they pass on to the next generation. This could 
involve passing a controlling stake to a family member that 
shares the entrepreneur’s care for the business, while giving 
non-controlling stakes to other family members that decide 
to pursue other interests. In the event of conflict, a shared 
family mission statement or family council can help find 
consensus. 

Potential problems are magnified when only some children 
in a family decide to work in the business, or if family 

members are treated unequally when a business owner 
shares the proceeds of a sale. Ways to resolve such 
conflicts include maintaining up-to-date valuations that 
are frequently reappraised, and even setting up a holding 
company that distances family members not working in the 
business from day-to-day operations. 

Passing on or selling a successful business can ensure 
prosperity for a founder or owner and their families for 
generations to come. It can also cause siblings to stop 
talking and engage in long and costly litigation that 
ultimately damages the business. 

Case study 
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How? 

1. Make a wealth plan and a succession plan. 
Entrepreneurs need to make a plan on what to do 
with their business (sell it or pass it to family members) 
and how to use their money (whether distributing 
sales proceeds or treating family members equally). 
Succession and wealth planning may also involve 
exploring borrowing strategies to release liquidity, or 
private sale routes (such as selling to a rival, partner, 
or public markets). If set out long in advance and 
transparently communicated, this planning can reduce 
the threat of conflict. On the other hand, there is 
potential for dispute or disappointment if entrepreneurs 
are unclear about what to do with their business and 
their subsequent financial plans. Entrepreneurs may 
allocate more money to their spending or retirement 
than heirs had expected, leaving fewer financial 
resources for family members. For more details on 
borrowing in a lower-for-longer interest rate 
environment, please see here. 

2. Develop a shared family mission. Having a common 
purpose for the family can help defuse conflicts and 
tensions that arise from a business transfer or sale. 
This common purpose beyond profit can take many 
forms, but sustainability has additional benefits, notably 
reducing long-term business risks and potentially 
improving future growth prospects. 

3. Separate family and executive roles where 
appropriate. Tensions can arise when certain relatives 
want to take an active role in managing a business, 
while others have less interest. But it can reduce the 
threat of tensions if more family members are drawn 
into the process of managing not just the family firm, 
but also the family wealth or any charitable foundation. 
Equally, if certain family members or heirs have entirely 
separate interests, it can be helpful to identify this 
early to ensure that agreement can be reached on 
determining an equitable distribution of business 
and financial assets among heirs, while installing 
an impartial external executive to make commercial 
decisions that maximize business and collective family 
value. 
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3. Be ready to seize new 
opportunities 

Why? 
Many business leaders set up a company and devote much 
of their energies to it for the entirety of their working lives. 
But there are examples of high-profile serial entrepreneurs 
that continually look for the next business opportunity. A 
good succession plan can help this type of entrepreneur 
to embark on a new venture or move into philanthropy at 
short notice. This consideration mostly applies to younger 
entrepreneurs who plan to sell or give up business control 
rather than pass the business to family members. However, 
some serial entrepreneurs could seek to pass control or 
ownership to family members too. It’s also worth noting 
that many entrepreneurs mingle their business and personal 
wealth. Disentangling these sources of wealth may involve 
reworking a company’s corporate or legal structure or 
releasing money through borrowing, not only to free up 
funds for other ventures, but also to make a business 
appealing to an external buyer or investor. 

Succession planning is especially important if one 
entrepreneur wants to leave other partners to pursue other 
opportunities. Without a succession plan there may be no 
buy-sell agreement in place to allow other partners to take 
over the business seamlessly. A lack of succession plan 
may make it harder to pursue alternative sale routes (such 
as selling to a rival or public listing). And without prior 
preparation it may be more challenging for the leaving 
partner to pass their stake onto family members without 
compromising the business’s future growth prospects. 

Entrepreneurs lacking financial and succession plans may 
also struggle to find the necessary capital for their next 
opportunity. 

With an "always on" succession plan, entrepreneurs can 
act quickly if the need arises. For example, they may want 
to release capital (by selling to a partner, back to the 
company, pursuing an external sale, or passing down to 
future generations) or to borrow funds to buy out partners 
or another private business. Alternatively they may decide to 
cede financial and management control to family members. 

The bottom line is that a succession plan allows dynamic 
entrepreneurs to pivot more swiftly into new opportunities. 

Case study 

How? 

1. Regularly value the business, consider opening 
lines of funding backed by it, and gather market 
intelligence on sales to stay ahead of the private 
business marketplace. An up-to-date valuation 
estimate for a business is crucial in succession planning, 
especially for entrepreneurs who intend to use 
gains from their business to finance new ventures. 
Maintaining valuation data can help identify aspects of 
the business that can be adjusted over time to maximize 
a valuation. For example, a corporate finance team 
or investment bank may determine that a business 
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may fetch a lower sale price than peers if it has a large 
exposure to a particular high risk country or industry. 
Valuations may be dragged down by a wide range of 
considerations. Identifying these in advance can help 
with strategic planning and increase an entrepreneur’s 
exit options, whether a transfer or a sale. It can also 
ensure that the company is collecting all the data that 
potential buyers might demand ahead of a sale. The 
valuation process can also help provide access to a 
network of potential strategic investors, helping the 
entrepreneur or successor to finance new projects or 
access new markets. 

2. Learn from peers that don't plan. Entrepreneurs can 
snap up companies with no succession plans at good 
prices, while having a plan of their own. Identifying 
rivals that failed to devise a succession plan can be a 
source of competitive advantage for entrepreneurs 
seeking acquisitions. Rushed sellers are typically forced 
to compromise on price. Monitoring rivals can also 
crystalize an entrepreneur's own succession plans, as 
they learn from the mistakes of others. 

Source: gettyimages 

4. Preserve a legacy 

Why? 
Many entrepreneurs have a very clear sense of purpose 
when it comes to running their businesses. They often 
run their operations with a clear vision and operating 
model, which may or may not be formally documented or 
shared across the business. However, entrepreneurs can also 
consider whether this same purpose and vision would carry 
on as their legacy after they step away from or exit their 
business. The best way to preserve a legacy is to choose 
the right successor in the first place, whether an outside 
buyer or family member. Having done so, entrepreneurs can 
build up an enduring corporate culture that reflects their 
values. Finally, some entrepreneurs can continue to play a 
stewardship role as a minority shareholder or non-executive 
director. 

Entrepreneurs often feel a sense of pride in the contribution 
their companies have made to local communities or the 
wider society. The company may embody their ethical 
values, and these can be a source of ongoing value as 
intangible assets are an increasingly large share of total 
business wealth. A well-considered and rigorous succession 
plan can be the best way to ensure that your staff are treated 
well after your exit and that your ethical values—including 
environmental, social, and governance (ESG) frameworks— 
remain core to the running of the business and its financial 
performance. 

After a business sale or transfer to the family, an 
entrepreneur or owner may want to spend the profits on 
their retirement, a family foundation, a philanthropic trust, 
or a trust for heirs. A succession plan with firm intentions for 
the company’s directions can ensure that the entrepreneur’s 
charitable, philanthropic, or investment impact matches 

08 



Executives & Entrepreneurs 

what their former business is doing, rather than be erased 
through a deterioration in the company’s environmental 
stewardship or a loosening in labor standards. 

Case study 

How? 

1. Define and document the key tangible and 
intangible assets of the company and consistently 
update this document. ESG considerations are 
increasingly a necessity to doing business. Setting up 
systems to measure and monitor their impact on the 
environment and society can be a multi-year challenge. 
A robust succession plan centered on sustainability 
which is widely shared across the company can help 
ensure that ESG criteria are not neglected when a 
founder or owner exits, potentially to the detriment of 
the firm’s profitability and growth. 

2. Increase the likelihood that the entrepreneur's 
ethical influence will continue to be felt. Systems 
that enshrine strong corporate ESG practices are 
increasingly viewed as a must-have for businesses. As 
above, founders or owners can increase the chances 
that their influence will continue to be felt by choosing 
the right future owner, putting in place the right 
business systems, and even retaining some type of role 
within the company. 

3. Work closely with partners to realize the 
entrepreneur’s wider philanthropic, sustainable 
and impact investing goals. Seeking outside advice in 
these areas can enable entrepreneurs to draw on best 
practice in insuring their philanthropic and sustainable 
goals are achieved. To discover more about how to 
embed sustainability in an entrepreneur’s business 
and personal wealth, please click here. 
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Appendix 

UBS Chief Investment Office's ("CIO") investment views are prepared and published by the Global Wealth Management business of UBS 
Switzerland AG (regulated by FINMA in Switzerland) or its affiliates ("UBS"). 

The investment views have been prepared in accordance with legal requirements designed to promote the independence of investment 
research. 
Generic investment research – Risk information: 

This publication is for your information only and is not intended as an offer, or a solicitation of an offer, to buy or sell any investment or 
other specific product. The analysis contained herein does not constitute a personal recommendation or take into account the particular 
investment objectives, investment strategies, financial situation and needs of any specific recipient. It is based on numerous assumptions. 
Different assumptions could result in materially different results. Certain services and products are subject to legal restrictions and cannot be 
offered worldwide on an unrestricted basis and/or may not be eligible for sale to all investors. All information and opinions expressed in this 
document were obtained from sources believed to be reliable and in good faith, but no representation or warranty, express or implied, is made 
as to its accuracy or completeness (other than disclosures relating to UBS). All information and opinions as well as any forecasts, estimates and 
market prices indicated are current as of the date of this report, and are subject to change without notice. Opinions expressed herein may differ 
or be contrary to those expressed by other business areas or divisions of UBS as a result of using different assumptions and/or criteria. 
In no circumstances may this document or any of the information (including any forecast, value, index or other calculated amount ("Values")) 
be used for any of the following purposes (i) valuation or accounting purposes; (ii) to determine the amounts due or payable, the price or 
the value of any financial instrument or financial contract; or (iii) to measure the performance of any financial instrument including, without 
limitation, for the purpose of tracking the return or performance of any Value or of defining the asset allocation of portfolio or of computing 
performance fees. By receiving this document and the information you will be deemed to represent and warrant to UBS that you will not use this 
document or otherwise rely on any of the information for any of the above purposes. UBS and any of its directors or employees may be entitled 
at any time to hold long or short positions in investment instruments referred to herein, carry out transactions involving relevant investment 
instruments in the capacity of principal or agent, or provide any other services or have officers, who serve as directors, either to/for the issuer, 
the investment instrument itself or to/for any company commercially or financially affiliated to such issuers. At any time, investment decisions 
(including whether to buy, sell or hold securities) made by UBS and its employees may differ from or be contrary to the opinions expressed in 
UBS research publications. Some investments may not be readily realizable since the market in the securities is illiquid and therefore valuing the 
investment and identifying the risk to which you are exposed may be difficult to quantify. UBS relies on information barriers to control the flow 
of information contained in one or more areas within UBS, into other areas, units, divisions or affiliates of UBS. Futures and options trading is 
not suitable for every investor as there is a substantial risk of loss, and losses in excess of an initial investment may occur. Past performance of 
an investment is no guarantee for its future performance. Additional information will be made available upon request. Some investments may 
be subject to sudden and large falls in value and on realization you may receive back less than you invested or may be required to pay more. 
Changes in foreign exchange rates may have an adverse effect on the price, value or income of an investment. The analyst(s) responsible for 
the preparation of this report may interact with trading desk personnel, sales personnel and other constituencies for the purpose of gathering, 
synthesizing and interpreting market information. 
Tax treatment depends on the individual circumstances and may be subject to change in the future. UBS does not provide legal or tax advice and 
makes no representations as to the tax treatment of assets or the investment returns thereon both in general or with reference to specific client's 
circumstances and needs. We are of necessity unable to take into account the particular investment objectives, financial situation and needs of 
our individual clients and we would recommend that you take financial and/or tax advice as to the implications (including tax) of investing in any 
of the products mentioned herein. 
This material may not be reproduced or copies circulated without prior authority of UBS. Unless otherwise agreed in writing UBS expressly 
prohibits the distribution and transfer of this material to third parties for any reason. UBS accepts no liability whatsoever for any claims or 
lawsuits from any third parties arising from the use or distribution of this material. This report is for distribution only under such circumstances as 
may be permitted by applicable law. For information on the ways in which CIO manages conflicts and maintains independence of its investment 
views and publication offering, and research and rating methodologies, please visit www.ubs.com/research. Additional information on the 
relevant authors of this publication and other CIO publication(s) referenced in this report; and copies of any past reports on this topic; are 
available upon request from your client advisor. 
Important Information about Sustainable Investing Strategies: Sustainable investing strategies aim to consider and incorporate 
environmental, social and governance (ESG) factors into investment process and portfolio construction. Strategies across geographies and styles 
approach ESG analysis and incorporate the findings in a variety of ways. Incorporating ESG factors or Sustainable Investing considerations may 
inhibit the portfolio manager’s ability to participate in certain investment opportunities that otherwise would be consistent with its investment 
objective and other principal investment strategies. The returns on a portfolio consisting primarily of sustainable investments may be lower 
or higher than portfolios where ESG factors, exclusions, or other sustainability issues are not considered by the portfolio manager, and the 
investment opportunities available to such portfolios may differ. Companies may not necessarily meet high performance standards on all 
aspects of ESG or sustainable investing issues; there is also no guarantee that any company will meet expectations in connection with corporate 
responsibility, sustainability, and/or impact performance. 
Distributed to US persons by UBS Financial Services Inc. or UBS Securities LLC, subsidiaries of UBS AG. UBS Switzerland AG, UBS Europe SE, UBS 
Bank, S.A., UBS Brasil Administradora de Valores Mobiliarios Ltda, UBS Asesores Mexico, S.A. de C.V., UBS Securities Japan Co., Ltd, UBS Wealth 
Management Israel Ltd and UBS Menkul Degerler AS are affiliates of UBS AG. UBS Financial Services Incorporated of Puerto Rico is a subsidiary of 
UBS Financial Services Inc. UBS Financial Services Inc. accepts responsibility for the content of a report prepared by a non-US affiliate 
when it distributes reports to US persons. All transactions by a US person in the securities mentioned in this report should be 
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effected through a US-registered broker dealer affiliated with UBS, and not through a non-US affiliate. The contents of this report 
have not been and will not be approved by any securities or investment authority in the United States or elsewhere. UBS Financial 
Services Inc. is not acting as a municipal advisor to any municipal entity or obligated person within the meaning of Section 15B of 
the Securities Exchange Act (the "Municipal Advisor Rule") and the opinions or views contained herein are not intended to be, and 
do not constitute, advice within the meaning of the Municipal Advisor Rule. 

External Asset Managers / External Financial Consultants: In case this research or publication is provided to an External Asset Manager 
or an External Financial Consultant, UBS expressly prohibits that it is redistributed by the External Asset Manager or the External Financial 
Consultant and is made available to their clients and/or third parties.For country disclosures, click here. 
Number 06/2019. CIO82652744 
© UBS 2020.The key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved. 
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