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When business owners think about succession, the first questions are often about who will take 

over or when a transition should happen. In practice, many transitions stall for a simpler reason: 

the financial realities were never fully examined. 

 

Succession is not just a leadership decision. It is a financial event for the owner, the business, 

and often the family. Until those financial implications are understood, even well‑intended plans 

can create pressure, confusion, or unintended risk. 

Why financial readiness matters early 

Owners often assume the financial details can be worked out later, once leadership roles or 

timelines are clearer. In reality, financial constraints shape what is possible from the start. 

 

Key questions are best addressed early: 

- How much income the owner will need after stepping back 

- What the business can realistically afford 

- Whether a transition can be funded internally or requires outside financing 

- How timing, taxes, and risk affect different transition paths 

Real-world situations like these show how financial readiness can either preserve options or 

quietly limit them, depending on when and how it is addressed. 

 

Real-World Applications of Financial Readiness in Succession 
 

Situation What Happened Key Takeaway 

An unexpected need for 

financing 

Because of a tough economic season and 

the need to replace critical equipment, a 

construction company sought financing 

sooner than expected. During the lending 

Succession readiness influences 

financing and flexibility, even 



process, questions arose around owner 

dependency and succession risk, which 

affected borrowing terms and timing. 

when no immediate transition is 

planned. 

Leadership was ready, 

ownership was not 

A manufacturing business planned to 

transition leadership to the owner’s 

daughter. Financial review showed that 

transferring ownership at the same time 

would have required the daughter to 

take on debt or accept reduced 

compensation before the business could 

reasonably support it. That financial 

pressure would have made it harder for 

her to lead effectively and for the 

business to stay healthy. Leadership 

transitioned first, while ownership was 

deferred until the economics made 

sense. 

Early financial clarity allows 

transitions to be paced 

realistically, protecting both the 

business and relationships. 

Everyone agreed, but left 

out the numbers 

For years, a service business owner and a 

key employee discussed a future 

ownership transition, and both wanted it 

to happen. However, they never had 

straightforward conversations about 

purchase price or payment terms. When 

those discussions finally occurred, the 

gap in expectations strained the 

relationship and disrupted the business. 

Shared intent is not enough. 

Financial clarity needs to come 

before assumptions harden into 

expectations. 

These situations highlight why financial readiness is most effective when addressed as part of a 

broader, sequenced succession process rather than as a stand-alone exercise. 


