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John’s Worst Moment Finally Arrives: It was a Sunday night when John, the eldest son, age 32, got 
the call. His 66-year-old father had suffered a heart attack and died in the ambulance on the way to 
hospital. At the funeral, John felt lost. His mood did not improve when afterwards his mother handed 
him the keys to his father’s office, a place that had always been a mystery to him. Two days later, he 
arrived at his father’s business, a toy manufacturing company that employed 300 workers. He had 
never worked in the family firm, having always made a point of showing no visible interest in the toys 
his father brought home during his younger days. Likewise, his emotionally constrained father never 
tried to encourage him to join the business or even inquire if he was interested in running the firm one 
day. Adding to this gap in knowledge, John had never once discussed his father’s succession with his 
younger sister, age 30, or with his younger brother, age 28. During the funeral, the surviving members 
of the family had been completely self-absorbed by their own thoughts of a life without their father. 
Pulling out the keys his mother had given him, John opened the office door and stepped inside. 
 
Mary’s Dream Comes True: After a long and successful career, the founder reflected on the adventure 
that brought her to this crossroads, the end of a fascinating career as an entrepreneur and the time to 
pass the baton to her two children. Planning for a retirement in the sun, Mary was sitting in her old 
corner office for the last time. Her daughter and son now ran the firm as co-CEOs, having joined the 
business more than 20 years ago. As their responsibilities developed over time, all three family 
members learned to develop complementary skills sets that enabled the firm to benefit from their 
contributions and go from strength to strength free of conflict and in family harmony. Ten years ago, 
the three family members formally planned the transition process by which management and 
ownership of the firm would pass from Mary to them. Since then, no serious frictions had emerged 
between them, even if many adjustments had been made along the way. Mary was proud of her 
accomplishments and confident that the firm would prosper in the future under the best possible 
leadership. 
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Connecting the Dots 

 Lack of transition planning is too common and very costly  
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 Strong family assets should be a driver of management succession 

 
 

 Succession planning is to cope with the four great succession challenges: Context specific 
transition planning; engaging next generation; developing competent leaders; and, revising 
business strategies and corporate govern 
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 Succession planning starts early and is a process that may take 10 years: 

 

 

The Essentials 

Surveys across the world have documented that succession planning is the single largest problem that 
owner-managers face. Most owner-managers focus on day-to-day management and postpone the 
emotionally complexed problems of transition planning. In a study of more than 5,000 owner-
managed firms, more than 40% of them expected a transition within five years. Among the four out 
of 10 owner-managed firms that were expecting a transition relatively soon, one-third of the owner-
mangers had already put a transition plan in place, one-third were in the process of planning, but fully 
one third had not started designing a plan.1 In other words, more than 660 owner-managed firm had 
no succession plan in place even though they were aware of an imminent transition. The absence of 
transition planning even when succession is relatively urgent goes beyond the country where this 
particular study was conducted and extends to all countries around the world. 

Succession is a challenge and too many family firms suffer economically when management is 
transferred within the family. A study of 335 management handovers in publicly traded firms in the 
United States revealed that family succession had a significantly negative effect on operational 
performance.2 A study of successions of 217 publicly traded family firms in Singapore, Taiwan and 
Hong Kong revealed a loss of more than half their market value following the exit of a founder. The 
study showed that one of the main reasons for the loss of value was because successions were not 
supported by adequate transition planning.3 Similar results were found in small and medium sized 

                                                             
1 The Value of Long-Term Planning, by Morten Bennedsen and Kasper Meisner Nielsen, working paper, 2018. 
2 Inherited Control and Firm Performance, by Francisco Pérez-González, American Economic Review, December 
2006, Vol. 96 Issue 5, p1559-1588. 
3 Morten Bennedsen, Joseph P.H. Fan, Ming Jian, and Yin-Hua Yeh, The Family Business Map: Framework, 
Selective Survey, and Evidence from Chinese Family Firm Succession, Forthcoming in Journal of Corporate 
Finance 2014. 
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family firms, but much less dramatic. A study of 5,334 successions between 1994 and 2002, showed 
that family businesses performed less effectively when the CEO position was inherited by a family 
member. It revealed that operating profitability on their assets fell by on average four percentage 
points around inherited CEO transitions.4 

Given the risks involved in intergenerational succession, under which conditions are family successions 
most likely to succeed whereby firm and family prosper before, during and after the transition? The 
answer is that family succession a priori is the right choice when the family have strong value creating 
family assets and have mitigated the cost of current and future roadblocks through effective corporate 
and family governance. Thus, family succession should be chosen if and only if family members in top 
management can create more value than non-family executives. 

Families that decide to do a managerial family succession faces at least four great succession 
challenges: 

1) Planning the most appropriate succession model specific to the cultural and institutional 
environment of the firm and the family. Many family owners start too late on serious 
succession planning and the delay can have catastrophic consequences for the family and 
the firm. Succession planning takes at least a decade and should be a process that is 
communicated to all relevant parties. Furthermore, succession plans cannot be copied 
across firms, countries and cultures. A unique context-specific process, it is shaped by the 
culture in which the family and the firm is rooted. Planning is the best mechanism to reduce 
the key personal risks arising from succession forced by health shocks to the current family 
leaders. 
 

2) Engaging the next generation and transferring intangible family assets across generations. 
The strength of family succession is the ability to sustain value-creating family assets across 
generations. The next generation may not be in general the world’s best business managers 
but they have the opportunity of using the specific family assets to create business value. This 
means getting next gens engaged with the family business through communication. However, 
this pre-supposes that they have been involved in the firm, that the networks, the values and 
the use of the family legacy has been transferred across generations. In the old days, the 
assets were automatically transferred in families living close together. However, many of 
today’s children go abroad for their education. Today’s families are more fragmented than 
before and spend less time together. In such circumstance, family assets, such as family values 
or business-promoting networks, can easily be lost during a family succession. 
 

3) Encouraging the next generation to develop a strong CV. If next gens are going to run the 
family firm, they need to have the experience and qualifications to do so. Needless to say, a 
strong CV matter when it comes to choosing a suitable leader. However, a recent study of 
CEOs who had recently been named CEOs of family firms found that next-generation family 
CEOs had weaker CVs compared to those of non-family CEOs. To run a family firm – as the 
case with any firm – a CEO should have relevant business and leadership education preferable 
at the MBA level and relevant business experience from outside the family firm. Recruiters 

                                                             
4 Bennedsen, Morten, Kasper Meisner Nielsen, Francisco Pérez-González, and Daniel Wolfenzon, Inside the 
Family Firm: The Role of Families in Succession Decisions and Performance, Quarterly Journal of Economics, 
122(2), 647–691, 2007. 
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recommend that potential candidates have at least five years of relevant work experience 
before joining the family firm. Outside experience will allow them to make a real contribution 
to the family firm when joining. In addition, owner-mangers are right to be concerned if next 
gens start a career outside the family firm, but do not want to join the family firm. However, 
joining a family firm shall be an attractive option even for the most competent family 
members, not a choice forced by guilt. 
 

4) Designing changes to business strategy, organizational structure and governance. If next 
generation family members are going to take over the family firm, the existing owner-
managers should realign the business strategies and internal organization of the family firm 
with the strengths of the next generation leadership and the opportunities available to them. 
Internally, there may be a need for a generational transition among key employees to allow 
the new generation to bring in new people. Business strategies have to be re-evaluated for 
their future sustainability and re-adjusted to reflect new strategic vision that may have to be 
implemented. 

 

Case Studies 

Yung Kee: When the Patriarch Turns a Blind Eye to Potential Family Troubles 

The Yung Kee restaurant is one of the most popular eateries in the island city of Hong Kong and world 
famous for its signature charcoal roasted goose. Opened in 1942, Yung Kee was founded by Kam Kwan‐
Ki, an entrepreneur who started out with a simple food stall in the 1930s. He single-handedly turned 
it into an empire that included the anchor restaurant, farms to raise geese, warehouses and other 
properties, and a fortune stashed away in the British Virgin Islands. 

In 2004, the 96-year-old patriarch died, leaving the entire business estimated at HK$2 billion to two 
sons, both of whom had different roles in the business at the time of his death. When the founder 
turned 70, the older son Kinsen replace him as the day-to-day manager, an operational position that 
involved tasks like setting the menus to attract new customers. The younger son Ronald managed the 
properties. However, the founder had no long-term plan in place. When he died, a dispute broke out 
over the fortune between the founder’s wife and Kinsen on one side, and the founder’s daughter and 
Ronald on the other side. Lawyers were hired who took the colourful “roasted goose” feud all the way 
to Hong Kong’s highest courts, generating much adverse publicity to the family and firm. 

Ultimately it was the younger son, Ronald, who succeeded in becoming the majority shareholder, 
leaving his older brother Kinsen without a job. Lost and rejected, Kinsen died in mysterious 
circumstances about eight years later. Kinsen’s two sons who had also worked in Yung Kee opened 
their own small restaurants in Hong Kong, employing some of Kinsen’s devoted chefs. Meanwhile, 
Ronald now owns and manages Yung Kee and all the other assets with his wife and two children. The 
Kam family succession story could have been much different had the founder developed a structured 
approach to succession planning and had followed some basic rules in long-term planning. 

Hoshi Ryokan: When History institutionalizes the succession model 

The Hoshi Ryokan Hotel has been owned and run by the Hoshi family for more than 1,300 years. Built 
over a natural hot spring, the Hoshi Ryokan is not far from Mount Haku in today’s Ishikawa prefecture. 
According to the legend, a Buddhist monk named Taicho Daishi had a dream in which the god of Mount 
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Haku revealed to him a divine truth: that in the nearby village of Awazu an underground hot spring 
with curative powers could be found. Daishi discovered the hot spring and ordered one of his disciples 
Garyo Hoshi to build a hotel on the spot. After opening the inn for business and running it for 40 years, 
the childless Garyo Hoshi adopted a son as his successor. This young man took his childhood name 
Zengoro as his nom de guerre. Ever since then, the Hoshi Ryokan and the owner’s name, Zengoro 
Hoshi, have been passed down for generations. 

Hajime Hoshi, the current 46th generation Zengoro to own and manage the hotel, lost his eldest son 
to cancer in 2013. He and his wife had four children, but only Hisae, the youngest daughter, following 
the death of the son, kept an active interest in the business. Hisae had been working as a secretary at 
a nearby doctor’s office at the time of her brother’s death, but immediately afterwards joined the 
hotel temporarily to help her parents through the difficult times. But she soon realized that her elderly 
parents needed her services on a more permanent basis, and so following discussions with them she 
took on most of their management responsibilities.  

Hajime Hoshi and his wife Chizuko, both close to retirement age, have come to realize how much has 
fallen on their daughter Hisae’s shoulders. Should Hisae be the next Zengoro, they wondered? Since 
opening the hot-spring hotel in AD 718, the Hoshi family have followed a simple formula for 
succession. The eldest son inherits the business and takes on the same name as his predecessor, 
Zengoro Hoshi. However, no female has ever been named Zengoro. This poses a dilemma to the 
elderly couple. 

If Hisae ever marries, her husband would assume the name Zengoro to ensure the name’s survival. 
But in reality, marriage is far away from her mind. She also wonders if her elder sister, who is married, 
could one day give birth to a son who would become the next Zengoro. Trouble is, that implies that 
her infirm parents would live another 20 years. Ultimately, it looks like Hisae will become the 47th 
generation Zengoro of the Hoshi Ryokan, which would make her the first female to assume the great 
name.  

Writing down the rules: De Kuyper Royal Distillers 

Founded in 1695, De Kuyper Royal Distillers plays a leading role in the highly lucrative cocktail 
business, which is characterized by an intense loyalty of bartenders and mixologists to the exotic 
drinks they create for a sophisticated clientele. The Rotterdam-based firm has become one of the 
largest brands of cocktail liqueurs in the world. 

In 2009, Bob de Kuyper (10th generation) retired as CEO of De Kuyper Royal Distillers, giving rise to a 
search for his replacement. In the end, the firm’s supervisory board hired an experienced non-family 
professional named Ben van Doesburgh to replace him as CEO. At that time, none of the next 
generation members of the de Kuyper family had sufficient experience or qualifications to take on the 
role. Six years later in September 2015, the supervisory board replaced Doesburgh with another 
experienced non-family professional, Mark J. De Witte, the former CEO of Bacardi Germany. He was 
selected because the family and board wanted a professional who knew how to run a drinks company.  

To avoid the impression that the de Kuyper family would no longer consider their own family members 
as potential candidates for the top job, Bob de Kuyper implemented a formal framework for 
succession and communicated it to next gens as a way to encourage them to build a measurable CV. 
He came up with the following criteria that family members who wanted to join the firm should 
consider before applying for a job with the firm: 

 Minimum university-level degree; 
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 Possession of all other appropriate qualifications for position; 
 Relevant work experience in related industries with successful outcomes; 
 Availability of an open position within the firm; 
 Willing to undergo capabilities testing by an outside agency; 
 Approval by the supervisory board before family member can start j 

As a result of the transparent approach, many de Kuyper family members began to consider joining 
the firm. Bob de Kuyper’s eldest son Marc, for example, became the CEO of the company’s Miami-
based importing division, Royal Dutch Distillers. Other member of the de Kuyper family joined 
management trainees. Time will tell if any of these next gens will replace the current non-family CEO. 

Engaging a very large family: VMC 

Viellard Migeon & Cie (VMC) has been making metal nuts and bolts in the same village of France since 
1796. With two centuries of uninterrupted control and ownership, the Viellard family have developed 
an expertise in metallurgy. Over time, VMC has diversified into the manufacture of precision fasteners 
for the automotive, aerospace and medical industries. It also specializes in fishing tackle. Originally 
based in Morvillars near the city of Belfort close to the Swiss and German borders, VMC employs 
15,000 staff worldwide. The largest business unit within the family holding, the LISI Group has 
revenues of €1.6 billion, 11,500 employees and 47 factories in 14 countries. Emmanuel Viellard is the 
CEO. 

With more than 160 shareholders, the Viellard family organizes reunions every year. In the privacy of 
these meetings, young next gens who are interested in joining the company can learn more about the 
employment prospects. Emmanuel Viellard, for example, went to a top-ranked private business school 
in France and got outside experience at a well-known consulting company for eight years. He is now 
the head of the family’s largest business unit. 

VMC has always strived for harmony and transparency. Of the 190 family shareholders holding 99% 
of the share capital, only about 60 are large shareholders. However, the 130 small shareholders are 
treated with utmost respect and given incentives to get involved in the family network. Very few of 
them want to sell their shares even though they have every right to do so. The Viellard family have 
created a liquidity tool with an annual valuation so that all shareholders can sell shares should they 
need to. The statutory auditors certify the valuation every year. Sellers can sell their shares and twice 
a year the buyers are allocated with the available shares upon a supervision of a special committee, 
according to the bylaws of the special committee. 

Focusing almost exclusively on metal manufacturing and its by-products, the Viellard family has 
enabled each of their business units to become leaders in their markets. Moreover, the next gens are 
encouraged by the many opportunities this strategy has offered them to advance their careers within 
the business unit of their choosing. 

 

Summary 

TBD 

 

Questions for Owner-Managers and Family Members 
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1. Why do family business need to plan for succession? 
2. What are the pitfalls of succession?  
3. How can family CEOs create a favourable environment for next generations? 
4. Why is building a measurable CV important for aspiring next gens? 


