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Executive Summary

Wealthy family enterprises often underestimate how urgent and complex succession
planning can be. Research shows that only about one-third of substantial families have any
formal succession plan in place, and many next-generation members are neither involved
nor prepared. This report challenges the assumption that “success will sort itself out” when
leadership passes on. It draws on new insights - from a 2024 Wharton global family office
survey to in-depth case studies - to reveal how lack of preparation can threaten even the
strongest legacies. We explore why treating succession as a process, not an event, is vital,
how leading families blend meritocratic and inheritance models, and what steps ultra-
wealthy patriarchs can take now to ready heirs for future leadership. Key takeaways include:
the importance of instilling business acumen and shared values in the next generation,
the benefits of formal succession frameworks (often including outside talent), and the
need for open dialogue long before the handover. Ultimately, succession planning is
presented not just as good governance, but as a “safeguard for the family’s legacy”.

When was the last time you revisited - or even discussed - your own succession plan
with your family and board? Are your chosen successors truly prepared to lead, or are you
relying on hope and assumptions?



In a recent Harvard case discussion, an Indian family patriarch faced a pivotal choice:
should he outline a growth strategy for his real estate firm and then handpick a successor
to carry it out, or select a new leader first and allow them to chart the company’s future
direction? And crucially, should that successor be a family member or an outsider? This
real-life scenario resonates with many ultra-HNW founders. After decades of success, you
stand at the crossroads of legacy and leadership transition. The stakes are immense - for
your business, your family harmony, and your personal legacy.

New research underscores how high the failure rate can be when succession is left to
chance. Studies have long shown that less than 15% of family firms survive under family control
by the third generation. And while that statistic is sobering, recent surveys indicate the root
cause isn’'t inability of heirs, but lack of structured planning and communication. A 2024 Cornell
Smith Family Business Initiative survey found the next generation’s top concern is the lack
of family communication about the future, followed closely by the absence of a clear
succession plan. In other words, the rising generation is hungry for guidance and
transparency - they worry that silence today could mean chaos tomorrow.

The Readiness Gap: Why Most Heirs Aren’t Prepared

Despite being highly educated and accomplished in their own right, next-gen family
members often aren’t fully ready to take over the reins. The Wharton Global Family Alliance’s
latest survey revealed a startling insight: in substantial families, the next generation’s role
in the family office or business is very limited - only about 12% of next-gens are expected
to work in their family office in the future. Professor Raffi Amit of Wharton cautions that
this implies many successors “may not be ready to deal with the complexities of
succession in ownership, management, and control.” Such complexities include not only
running the enterprise but managing family dynamics and the expectations that come
with wealth.

Why does this readiness gap persist? One factor is a natural parental impulse to protect.
Many patriarchs built their empires through hardship and want to spare their children the
same struggles. But shielding heirs from adversity or “doing it all for them” can backfire.
Without hands-on experience, the next generation doesn’t build the confidence or
competence to lead. Conversely, some families errin the other direction - the “sink or swim”
approach. They might insist heirs earn everything with no special support, which can be
equally problematic. The ideal lies in between. Harvard experts describe a blended path
between pure inheritance and pure meritocracy: give heirs opportunities to prove
themselves, but within a framework that holds them accountable and instils the family’s
values and work ethic.

Combining merit and inherit models can set up next-gens to succeed better than either
extreme. For example, one might require next-gen members to gain outside work
experience (merit) yet also provide mentorship inside the family enterprise (inheritance of
wisdom).The goal is a capable heirwho has both external credibility and internal grounding
in the family’s mission.



Succession Planning as a Process - and a Safeguard

Recent thought leadership reframes succession planning not as a one-time decision, but
as an ongoing process that touches strategy, governance, and family development. In a
2024 Deloitte family enterprise study, advisors emphasise treating succession with
urgency and structure - warning that without a strong process, the risks to continuity
multiply. In fact, leaders who better understand the risks of not having a solid succession
plan are more likely to prioritise creating one, often with board involvement to ensure it’s
robust. What does a robust process entail? It means identifying potential successors early,
establishing criteria for leadership (aligned with family values and business needs),
rotating heirs through key roles to build their skillsets, and delineating clear contingency
plans for unplanned transitions.

Importantly, succession planning should be transparent to those it affects. The Wharton
survey noted that only one-third of stakeholders were even aware a succession plan existed
in their family office. This lack of awareness can breed uncertainty or conflicts. In contrast,
when families openly discuss “who will lead and how,” it sets expectations and reduces the
chance of nasty surprises. As Professor Amit bluntly puts it, “Succession planning isn’t just
a good business process; it's a safeguard for a family’s legacy, harmony, and sustained
success.” It protects not only the wealth and enterprise, but also the relationships -
preventing rifts that often emerge when heirs feel blindsided or ill-prepared.

Rethinking the Heir Apparent: Family vs. Outsider

A nuanced finding in new research is that more enterprising families are challenging the
assumption that a blood relative must take over at all costs. While a generation ago it was
almost a given that the eldest son (or occasionally daughter) would inherit leadership,
today’s ultra-HNW families are open to alternatives if it best serves the business. In fact,
seeing the risks of unprepared heirs, “more families are now turning to non-family
members to lead, and merit-based factors - like expertise in family dynamics and industry
experience - are prioritised over seniority orownership when selecting the next leader.” This
doesn’t mean family leadership is obsolete; rather, it means families are applying the same
high standards to choosing a CEO as they would in any major company.

For a patriarch, this raises hard questions: Is my preferred successor truly the best person for
the job, or would the family’s interests be better served by an external executive for a period of time?
Some opt for a hybrid approach - installing an outside CEO or COO to partner with a next-
gen family member until they are ready to fully take over. What’s clear is that legacy
families now realise the “family” in family business should refer to ownership and values,
not necessarily every management position. If a non-family leader can steward the
company and mentor the heirs, that can ultimately preserve the legacy rather than betray it.



Preparing the Next Generation

So how can patriarchs actively prepare their heirs to eventually assume leadership, whether
as executives or engaged owners? One key strategy is intentional development via
education and exposure. This might involve rotating a next-gen family member through
different departments or business units, enrolling them in executive courses tailored for
family enterprises, or encouraging them to work outside the family firm to gain fresh
perspectives. In the words of one IMD study, “Today’s enterprising families need to ‘mentor’ the
next generation to impart wisdom... They also need to listen and be the ‘mentee’,” embracing two-
way learning such as reverse mentoring between generations. This mutual mentorship
allows the senior generation to pick up new ideas (say, on technology or modern
management) from younger members, while imparting to them the deeper lessons and
values that built the wealth.

Equally crucial is instilling a sense of ownership purpose in heirs, not entitlement. Families
that successfully transfer leadership often engage heirs in discussing the family’s mission,
values, and philanthropic vision from early on. By the time an heir is asked to lead, they feel
a responsibility not just to financial performance but to the family’s legacy and
stakeholders - employees, customers, community. Next-gen readiness is as much about
mindset as skillset.

Finally, planning for succession should include preparing the organisation and
stakeholders, not just the successor. Top families quietly put in place governance
structures (like advisory boards or trustee committees) that will support the new leader.
They might also stagger the transition, having the outgoing patriarch serve as an advisor
or chairman emeritus to provide guidance without undermining the new leader’s authority.
The objective is a smooth handoff, not a sudden drop.

Are your children or chosen successors gaining the experiences today that will allow
them to confidently lead tomorrow? Consider whether you’ve clearly communicated the
“why” of your succession plan - not just the “who.” A next-gen leader who understands
the family’s values and long-term vision will be far more effective than one who is handed
a title without context. Is your succession plan truly setting them (and your broader
family enterprise) up for success?
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