
Tomorrow’s partners
The expectations of today’s employees – and potential senior partners – are changing,  
so it is time to think differently about succession planning, says Derek Smith

Although there is now greater pressure 
on firms to diversify and become more 
commercially minded, succession 
continues to be a major challenge 
for many. The demographics show an 
ageing partner base and a real need 
to fund exit routes, but currently 
there does not seem to be a ready 
stream of candidates who wish to buy 
into the business. 

The current generation of younger 
professionals frequently place reward 
before risk, and this and lifestyle 
considerations seem to dominate 
individual thinking. However, as the 
average age of current partners hovers 
around 50, where do independent firms 
go to find the partners of the future? Why 
do the current generation show such 
reluctance to follow in the footsteps of 
their current practice leaders? What are 
the attributes required to suit the needs 
of the practice going forward? Should you 
replace like-for-like or go with something 
different? Is a merger or sale a solution?

As the future of any practice is entirely 
dependent on the skills and aspirations 
of the people who are running that 
business, and strong, expert leadership 
is vital to success, finding answers to 
these questions is key. The longer-term 
planning for the practice must look at 
which services and skills are needed 
in future.

Engage with career planning
The process for developing future 
partners should start relatively early in 
the careers of those identified as having 
potential. This could be through the firm’s 
performance review and appraisal system, 
as well as by defining the recruitment 
strategy for professional staff, looking 
further than immediate requirements and 
seeking to identify future stars right from 
the beginning.

Those responsible for the continued 
success of the business will require 
leadership training and induction 
processes to ensure the success of the 
transition. The aim must be to prevent 
a repetition of the past, when many 

new partners faced a steep and difficult 
learning curve that failed to benefit the 
firm or its clients. A partner development 
programme would help to identify those 
who are unsuitable and encourage 
those with potential by concentrating 
on developing the right attitudes, as 
well as the wider range of skills that will 
be needed. Successful firms are led 
by individuals whose focus is the best 
interests of the business rather than 
the individual, and new entrants to the 
partnership team need strong emotional 
intelligence and to understand the 
demands of leadership. They will need 
to be: 

* commercial

* focused on client service

* able to build relationships 

* capable of problem-solving and 
identifying solutions 

* effective communicators

* team players.
A properly structured partner 
development process will cover all these 
aspects together with the necessary 
management and leadership skills, and 
also help to identify those who perhaps 
have the desire, but not the aptitude, 
for leadership; or those who discover 
that the role is not quite what they had 
envisaged and decide that their career 
needs to take a different path. One 
of the major reasons that firms lose 
good-quality people is a failure to show 
commitment to developing the careers of 

these employees. Providing a career plan 
and the training and encouragement for 
employees to progress will help the firm 
become an attractive proposition to the 
very type of people they need in order to 
grow the business.

It is also important for the current 
leadership to ensure that they act as good 
role models and vocalise the benefits that 
they have experienced working in the 
profession – sadly all too often the current 
partners spend more time bemoaning 
their lot than celebrating it.

Thinking differently
While in the past it has been tempting to 
seek to clone an outgoing partner, this 
is almost certainly no longer the right 
approach. Individual aspirations and 
businesses need change. There are now 
different business structures available 
(incorporated entities, LLPs and so on) to 
accommodate these potential changes. 
These structures allow equity partners 
to organise their affairs and create value 
in their holdings that can be realised on 
their retirement.

This has put a new perspective on 
how the firm’s ownership can be dealt 
with and recognises that, just as with 
their owner-managed business clients, 
ownership has value. The ability to buy 
and sell equity allows partners to join or 
leave in midstream, producing greater 
flexibility to obtain the skillsets needed 
for the development of the firm and its 
services. Interestingly, there are some top 
30 practices that have an internal share 
valuation review on a regular basis to 
facilitate necessary changes. 

Given that processing work is truly 
enhanced by the considered use of 
IT, and technical issues can be more 
complex and require special skills, 
adopting a mix of equity and fixed 
share or salaried partners is one way 
of sharing responsibility. Put simply, 
the risk-taking equity partners would 
maintain relationships, generate new 
business, develop new services, run the 
business and share the major rewards. 
The technical compliance qualities and 

organisation would be provided by the 
salaried partners/directors. 

Internal arrangements are all very 
well, but for many small firms the choice 
of recruiting and training a successor is 
not an option. In such cases the answer 
may be merger or sale – the former to 
find a good home for clients and ongoing 
stability; and in both situations to provide 
succession and realise capital. 

M&A is a major step that requires a 

clear vision and proper due diligence 
on the parties. This is no different in 
principle from recruiting a successor into 
the firm who has the necessary attributes, 
personality, drive and commitment and 
who fits in with the other partners. 

In today’s competitive environment, 
new partners in a practice must make 
an early contribution to the business. 
Whether they are promoted from within 
or recruited externally, they must have 

a clear view of their role. Currently too 
many new partners are forced into a 
steep and difficult learning curve that 
fails to adequately benefit the firm, its 
staff or its clients. A well planned partner 
development process will ensure that the 
transition into an instantly productive new 
role is seamless. ■

Derek Smith is a senior consultant at 
Foulger Underwood Associates

While in the 
past it has been 

tempting to 
seek to clone an 

outgoing partner, 
this is almost 

certainly not the 
right approach

26 27Practice | Succession planning

01/2017 Accounting and BusinessAccounting and Business 01/2017

Succession planning Practice




