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Family-owned businesses are the backbone of an economy.
Over 50% of the world’s GDP comes from family-owned
enterprises, making them an important economic driver.
Succession planning for family-owned businesses is essential

as it ensures leadership continuity and governance excellence.
Despite a strong desire among entrepreneurs to keep businesses
within the family, globally, around 70% of them do not have a
succession plan.

Modern day family businesses

are also increasingly faced with
challenges such as disrupting
technologies, shifting global
dynamics, increasing mobility and
evolving family structures (e.g.,
nuclear families, solo aging). A
formal, well-structured plan ensures
that the business passes on to the
intended hands, even when heirs
are geographically dispersed and as
family structures evolve.

As families prepare for business
succession, they will need to examine
strategies that accommodate
complex dynamics and address
challenges unique to family
enterprises.

This report explores the basics

of succession planning, strategic
approaches and the governance
mechanisms needed to support the
success of family-owned businesses.
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Need for succession planning
and governance

The risk of wealth and leadership erosion can be severe without a formal
succession plan. Statistics suggest that nearly 70% of family businesses fail to
survive beyond the second generation and only around 12% make it to

the third.
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Apart from leadership continuity and legacy preservation, there are several
other reasons to consider formalising a business succession plan and
governance structure.

To avoid family disputes

Family disagreements refer to conflicts among family members concerning
business control, ownership, succession and compensation/profit-sharing

that often spill into workplace dynamics. These disagreements can have
repercussions beyond business interests as they involve family ties and emotions.
Forinstance, an Italian luxury fashion house’s family feud that severely
destabilised the family business through the 1980s and 1990s. Succession-
related lawsuits and reputational damage dented the brand’s prestige and
caused sales to plummet. Ultimately, the internal family turmoil led to the loss of
business control, which in turn led to the loss of ownership and, in some extreme
cases, the fall of the business empire. A formal business succession plan can
help prevent family conflicts by clearly defining leadership roles, ownership
structure and decision-making hierarchy, thereby reducing any ambiguity and
increasing transparency for all family members. This is also critical as many
Family members play a role in a family business, and a role within the family
nucleus. Sometimes, the priorities of these roles may conflict and contradict one
another. Families need to ensure family members have well-defined roles in the
family business and governance structure.

Effective liquidity management

Inadequate liquidity during family business succession can lead to forced asset
sales, insufficient liquidity to meet claims and taxes, and potential conflicts

and business instability. Cash shortages can even lead to business disruptions,
valuation clashes and in some extreme cases, dissolution of businesses. This
could jeopardise both financial security of the family and the legacy it wishes
to preserve. Furthermore, effective liquidity planning allows the next generation
to avoid selling core assets or shares to outsiders, avoiding dilution of family
control and preserving family legacy.

Proactive risk management

Modern-day family businesses face a new set of risks such as cybersecurity
threats, reputational risk, cross-jurisdictional liabilities, financial instability

and complexities of evolving family setups. The lack of a formal structure can
exacerbate family tensions and amplify external risks such as competition,
digital disruption, regulatory changes and geopolitical uncertainties. A formal
business succession plan, proactive governance and risk management can help
mitigate and manage these risks while ensuring long-term sustenance and
resilience of family businesses.



Understanding
succession planning

Business succession planning is a strategic process that identifies and
consciously develops internal talent (often next generation family members)
to fill Future leadership roles. This coaching ensures seamless transition,
business continuity and legacy preservation as current leaders retire.

A comprehensive business succession plan will need to consider having the right ownership structure
within the family to ensure legal control, taking into consideration jurisdictional differences and
potential tax implications. The plan should also articulate clear decision-making hierarchy and
governance structure, while ensuring that potential successors continue to uphold the family's core
values and legacy. An effective succession plan includes:

- aformal and legally sound document involving trusts and governance structures as required

+ astructured process to identify and groom successors early and a mechanism to curate training
and mentorship to fill gaps

« clear roles and responsibilities of retiring leaders and incoming heirs; decision-making hierarchy,
family council and advisory boards to reduce ambiguity and conflicts during transition

+ a primary family council that governs key decisions, connects family members and facilitates
management of shared assets across generations

In fact, a thoughtful succession plan requires a multi-dimensional approach that considers both
financial and non-financial priorities, including long-term vision, value and culture that defines the
family-owned business. One important element apart from a succession plan and the right legall
structure is communication and engagement of family members. Even with the right structures and
documents, it is important that the succession plan is supported by the family, particularly by the
successors. It is usually not easy for the family to speak about succession topics, and hence it is all the
more important to make a deliberate effort to do so.

In this context, some families also use philanthropic initiatives as a practical tool within succession
planning and next generation engagement. Structured philanthropic platforms — such as family
foundations or similar vehicles — can provide next generation members with early exposure to
governance, decision making and stewardship responsibilities. This allows potential successors to
engage with shared family values and develop leadership capabilities in a structured environment,
complementing their commercial and operational experience.
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Approach to succession planning

Putting together a structured succession plan requires clarity of the family’s
vision, robust governance structures and strong legal and financial strategies
to ensure leadership continuity, family harmony and business resilience. In fact,
you may need to consider several structures and expert guidance to secure
the long-term success of your business.

Structured approach to succession planning

Define . . , . ‘ . R
. An effective succession plan begins by clearly articulating your family business’ vision

vision and o ; : .

goals and long-term objectives. At this stage, a successor does not need to be identified,;

however, it is important for the next generation of leaders to be aligned with your
family’s unique culture and collective aspirations. A formal document that captures

the shared purpose, strategic priorities and expectations for future leadership should
\/ be in place. This document will:

+ clarify ownership structure — whether the business will strictly remain family-owned
or eventually allow external partnerships,

- define the business’ core focus and strategic direction — whether the business will
remain focused on its current offerings or explore new growth opportunities, and

+ address the integration of professional management - ensuring that experienced
managers help drive innovation and efficiency under continued family oversight.

Establishing a platform for the family to communicate and agree on the family’s
collective legacy, vision and objectives is critical. This ensures any implementation
steps put in place will be aligned with the family members.

Identi
IeadeZhi Families and family-owned businesses should involve next-generation family
early P members into succession, legacy, business and decision-making conversations as

soon as possible. To provide early exposure, these members are given opportunities
such as internships and summer jobs across departments. The selected members

are encouraged to pursue advanced education in relevant fields, helping them
\/ broaden their skills and perspectives. Senior leaders and external advisors may curate
mentorship programs that are aligned with specific goals and milestones; consistent
feedback and executive coaching are intended to prepare them for future leadership.
These potential successors are guided to embrace the family’s values and long-term
vision; they are also expected to find the golden mean between driving innovation
and preserving the family’s legacy. To groom the next generation of leaders, several
family businesses create dedicated development platforms. Family offices, for
example, serve as training grounds where future leaders can build essential skills. In
some cases, philanthropic initiatives could serve as an additional platform for early
leadership exposure, allowing next generation members to develop governance
experience that complements their involvement in the core business.
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A family council is a formal group within family businesses, made up of only family
members. It serves as a dedicated forum to openly discuss and manage important
topics such as succession planning, family values, stewardship education and conflict
resolution. There are various types of family councils, each suitable for a specific type
of family businesses that serves a distinct purpose.

- Suitable in the early stages of

succession planning

- Handles succession planning,

conflict resolution and family
disputes

- Makes key decisions on

family vision, legacy and
business strategy

- Ideal for large families to

ensure broad representation

A solid governance structure is equally important. Governance bodies are formal
business structures that may include board of directors, advisory boards or
committees that oversee strategic and operational decisions within family-run
businesses. These set-ups often include independent advisors and professionals
to ensure transparency, accountability and objectivity. The prominent types of
governance bodies are:

Governance structure - types

Board of
directors

Adyvisory
board

Family office

directors

+ Includes professionals

+ Professional managers

to handle money and
administrative matters for
the fFamily

Source: Standard Chartered

T T

+ Includes independent - Oversees strategic decisions

« Ensure objectivity and ethical

conduct

+ Provide guidance without

formal authority

- Manage money centrally
+ Ensure cross-border

compliance and reporting

Together these entities can ensure smooth leadership transition, family harmony and
long-term sustainability.
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Legal and financial frameworks operate as safety nets that help family businesses
avoid unexpected disruptions. Rather than relying on informal agreements, families
should formalise the transfer of ownership by using wills, trusts and shareholder
agreements. These frameworks can smoothen the leadership transition and reduce
the risk of family disagreements. Businesses operating with cross-border exposures
should consider evaluating various inheritance laws, tax regulations and local
governance rules, and chalk out strategies for asset protection and tax optimisation.
For example, a trust can help in navigating international inheritance regimes while
optimising on costs and taxes. A solid legal and governance framework, together with
a nimble professional team, can help in reducing ambiguity by setting clear rules and
protecting assets through cost-efficient structures. For instance, Hong Kong's leading
telecom and technology conglomerate maintains a ‘SWAT team’ that continuously
reviews and optimises the company’s tax positioning. They also foster trust and
transparency in a family enterprise.

Family businesses should plan well before the current management intends to step
down. In most cases, the business continues to remain within the family and, hence, it
is easier to start planning and coaching the next leader early. However, it is important
to consider the family dynamics and carve out relevant and specific roles, especially if
there are multiple heirs. Handing over of control should be done in a phased manner
with the oversight of senior leaders. Provisions for emergency transition owing to
unforeseen circumstances like health issues or market disruptions should also be
considered. Having a structured timeline in place can help prevent leadership gaps
and family conflicts while supporting successor readiness and business continuity.

One of the most common mistakes is for families is to assume that there is always
family harmony, across generations. Harmony requires the family to align their legacy
and succession expectations and objectives, and communication is key to achieving
this. Sharing your plan with the family and heirs will ensure that they understand

the enterprise’s vision, role and expectations. With everyone on the same page, the
transition can be smooth and without any operational disruptions. It preserves family
harmony, avoids emotional conflicts and builds transparency and trust. In case of

a disagreement with the succession plan, the family should approach the situation
with structured dialogue through the governance mechanism. This is where family
council and governance bodies step in to resolve misalignment. Open communication
in scheduled family council meetings help build trust, resolve conflicts and facilitate
collaboration.
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Key challenges

Most family businesses realise the importance of a succession plan and
governance structure, yet only a few implement one effectively. There are
several challenges that need to be tackled when chalking out a leadership
transition. Some prominent challenges are listed below:

Failing to plan for
succession

Family conflicts

Insufficient

preparation of
successors
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Nearly two-thirds of family business owners in China, Hong Kong, Singapore and Taiwan
have not formalised a succession plan, even as 60% of Asian family businesses are
expected to see a leadership transition in the next five years. The lack of a formal plan
can often lead to rushed decisions, leadership vacuums, family disputes and operational
disruptions. Several entrepreneurs lack awareness around the legal, tax and governance
implications upon leadership transition and often believe that family harmony will suffice.

In family-run businesses, it is tough to keep family and professional ties relationships
separate. Unresolved generational family disputes can tailgate into boardroom issues and
disagreements. They can delay succession planning, reduce business valuation and hinder
the chances of business sustenance. According to Kreisher Miller’s family business survey,
around 16% of succession discussions are derailed owing to family dynamics and people
issues. Disagreements among family members often happen over issues such as:

- Picking one successor over others, leading to tension and competition among siblings
+ Outgoing and incoming leaders having conflicting ideas about the business’s future

- Several founders finding it hard to let go

Without structured executive mentorship and curated educational initiatives, potential
successors struggle to develop the necessary skills to succeed in their leadership roles.
First generation leaders who have laid the foundation of the family business often gain
experience shaped by years of struggle. For generations that follow, much of the learning
tends to be from roles within the family business. At least, the grind they go through is
not comparable; this makes it harder for successors to gain the same depth of problem-
solving skills that their predecessors had. Often, founders may engage a “train on the
job” approach for successors, without outlining key objectives and milestones for them
to achieve in their career with the family business. Without a structured approach and
deliberate planning to prepare business successors, the depth of skills and rigour among
family business leaders may diminish with each passing generation.



Inadequate liquidity

Business succession requires planning on potential taxes, fees and other costs, and
hence, liquidity is an imperative. Liquidity planning should not be considered in isolation;
a business needs cash to run its operations and also when it changes hands. While
considering liquidity as part of your succession plan it is important to:

- actively discuss liquidity management during family council meetings and chalk out
dividend policies, reinvestment strategies that balance growth with operational
cashflow,

+ include guidance and oversight from governing structures on liquidity strategies to
ensure cash flow is aligned to long-term goals of the business,

» structure ownership transfers and governance through trusts and family offices which
will provide liquidity, thereby ruling out the possibility of forced sale of core assets owing
to financial strain,

- use life insurance and key-person insurance solutions that can provide immediate
liquidity to handle successions including emergency transitions and

- leverage technology to simulate liquidity needs and plan for a variety of scenarios
including sudden departure of a prevalent leader, market downturn, or changes in the
regulatory or competitive landscape.
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Cross-border
complications

Resistance to
professional
management

Modern-day family businesses are spread across geographies. Cross-border regulatory
frameworks can introduce a variety of complications spanning legal, tax and regulation
that may vary significantly across jurisdictions. It is, therefore, important to address cross-
border complications while planning a business succession and governance structure:

- Consider the varying regulations and laws that govern taxes and inheritance.

- Several countries have treaties to prevent double taxation. When planning cross
broader structures, it is important to ensure such treaties and credits are considered.

- Consult a cross-border advisor to ensure that the legal documents and structures
are aligned with each jurisdiction where the family business operates.

At times, a family-owned business may require professional management, wherein a
qualified, non-family executive will need to be brought in (often by diluting ownership and
control) to manage the day-to-day functioning of the business. This external leadership

is likely to bring a fresh perspective, objectivity and corporate governance practices that
may not be available with the potential heirs in the family. However, this decision is not

an easy one. Several reasons such as fear of losing control and family legacy, lack of trust
in outsiders, losing objectivity owing to emotions and bias, and governance gaps may
contribute to senior leaders resisting this path. A family business that pivots to professionall
management at the right time for sustained business growth and resilience can:

- ensure continued leadership based on skills and experience,

- structure a governance framework that includes clear performance metrics and
accountability,

- facilitate a fresh perspective, continued innovation and adoption of global best
practices, and

- reduce emotional bias and ensure that decisions are data-driven rather than led by
family dynamics
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Conclusion

Succession and governance in a family-owned business are
critical pillars that ensure continuity of business, leadership and
family legacy. Investors with family-owned businesses that span
across geographies should commit to comprehensive succession
planning to ensure long-term growth and seamless transition
across generations. With proactive, robust planning and
guidance from experts, family businesses can transition risks into
opportunities for generational growth.
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Commission Malaysia. The product lodgement, registration, submission or approval by the Securities Commission of
Malaysia does not amount to nor indicate recommendation or endorsement of the product, service or promotional activity.
Investment products are not deposits and are not obligations of, not guaranteed by, and not protected by SCBMB or any of
the affiliates or subsidiaries, or by Perbadanan Insurans Deposit Malaysia, any government or insurance agency. Investment
products are subject to investment risks, including the possible loss of the principal amount invested. SCBMB expressly
disclaim any liability and responsibility for any loss arising directly or indirectly (including special, incidental or consequential
loss or damage) arising from the financial losses of the Investment Products due to market condition. Nigeria: This document
is being distributed in Nigeria by Standard Chartered Bank Nigeria Limited (SCB Nigeria), a bank duly licensed and
regulated by the Central Bank of Nigeria. SCB Nigeria accepts no liability for any loss or damage arising directly or indirectly
(including special, incidental or consequential loss or damage) from your use of these documents. You should seek advice
from a financial adviser on the suitability of an investment for you, taking into account these factors before making a
commitment to invest in an investment. To unsubscribe from receiving further updates, please send an email to
clientcare.ng@sc.com requesting to be removed from our mailing list. Please do not reply to this email. Call our Priority
Banking on 02 012772514 for any questions or service queries. SCB Nigeria shall not be responsible for any loss or damage
arising from your decision to send confidential and/or important information to Standard Chartered via e-mail. SCB Nigeria
makes no representations or warranties as to the security or accuracy of any information transmitted via e-mail. Pakistan:
This document is being distributed in Pakistan by, and attributable to Standard Chartered Bank (Pakistan) Limited having
its registered office at PO Box 5556, || Chundrigar Road Karachi, which is a banking company registered with State Bank of
Pakistan under Banking Companies Ordinance 1962 and is also having licensed issued by Securities & Exchange Commission
of Pakistan for Security Advisors. Standard Chartered Bank (Pakistan) Limited acts as a distributor of mutual funds and
referrer of other third-party financial products. Singapore: This document is being distributed in Singapore by, and is
attributable to, Standard Chartered Bank (Singapore) Limited (Registration No. 201224747C/ GST Group Registration No.
MR-8500053-0, “SCBSL"). Recipients in Singapore should contact SCBSL in relation to any matters arising from, or in
connection with, this document. SCBSL is an indirect wholly owned subsidiary of Standard Chartered Bank and is licensed
to conduct banking business in Singapore under the Singapore Banking Act, 1970. Standard Chartered Global Private Bank
is the private banking division of SCBSL. IN RELATION TO ANY SECURITY OR SECURITIES-BASED DERIVATIVES CONTRACT
REFERRED TO IN THIS DOCUMENT, THIS DOCUMENT, TOGETHER WITH THE ISSUER DOCUMENTATION, SHALL BE
DEEMED AN INFORMATION MEMORANDUM (AS DEFINED IN SECTION 275 OF THE SECURITIES AND FUTURES ACT, 2001
(“SFA™). THIS DOCUMENT IS INTENDED FOR DISTRIBUTION TO ACCREDITED INVESTORS, AS DEFINED IN SECTION 4A(1)
(a) OF THE SFA, OR ON THE BASIS THAT THE SECURITY OR SECURITIES-BASED DERIVATIVES CONTRACT MAY ONLY BE
ACQUIRED AT A CONSIDERATION OF NOT LESS THAN S$200,000 (OR ITS EQUIVALENT IN A FOREIGN CURRENCY) FOR
EACH TRANSACTION. Further, in relation to any security or securities-based derivatives contract, neither this document nor
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the Issuer Documentation has been registered as a prospectus with the Monetary Authority of Singapore under the SFA.
Accordingly, this document and any other document or material in connection with the offer or sale, or invitation for
subscription or purchase, of the product may not be circulated or distributed, nor may the product be offered or sold, or be
made the subject of aninvitation for subscription or purchase, whether directly or indirectly, to persons other than a relevant
person pursuant to section 275(1) of the SFA, or any person pursuant to section 275(1A) of the SFA, and in accordance with
the conditions specified in section 275 of the SFA, or pursuant to, and in accordance with the conditions of, any other
applicable provision of the SFA. In relation to any collective investment schemes referred to in this document, this document
is for general information purposes only and is not an offering document or prospectus (as defined in the SFA). This
document is not, nor is it intended to be (i) an offer or solicitation of an offer to buy or sell any capital markets product; or
(ii) an advertisement of an offer or intended offer of any capital markets product. Deposit Insurance Scheme: Singapore
dollar deposits of non-bank depositors are insured by the Singapore Deposit Insurance Corporation, for up to S$100,000 in
aggregate per depositor per Scheme member by law. Foreign currency deposits, dual currency investments, structured
deposits and other investment products are not insured. This advertisement has not been reviewed by the Monetary
Authority of Singapore. Taiwan: SC Group Entity or Standard Chartered Bank (Taiwan) Limited (“SCB (Taiwan)”) may be
involved in the financial instruments contained herein or other related financial instruments. The author of this document
may have discussed the information contained herein with other employees or agents of SC or SCB (Taiwan). The author
and the above-mentioned employees of SC or SCB (Taiwan) may have taken related actions in respect of the information
involved (including communication with customers of SC or SCB (Taiwan) as to the information contained herein). The
opinions contained in this document may change, or differ from the opinions of employees of SC or SCB (Taiwan). SC and
SCB (Taiwan) will not provide any notice of any changes to or differences between the above-mentioned opinions. This
document may cover companies with which SC or SCB (Taiwan) seeks to do business at times and issuers of financial
instruments. Therefore, investors should understand that the information contained herein may serve as specific purposes
as a result of conflict of interests of SC or SCB (Taiwan). SC, SCB (Taiwan), the employees (including those who have
discussions with the author) or customers of SC or SCB (Taiwan) may have an interest in the products, related financial
instruments or related derivative financial products contained herein; invest in those products at various prices and on
different market conditions; have different or conflicting interests in those products. The potential impacts include market
makers’ related activities, such as dealing, investment, acting as agents, or performing financial or consulting services in
relation to any of the products referred to in this document. UAE: DIFC - Standard Chartered Bank is incorporated in England
with limited liability by Royal Charter 1853 Reference Number ZC18The Principal Office of the Company is situated in
England at 1 Basinghall Avenue, London, EC2V 5DD. Standard Chartered Bank is authorised by the Prudential Regulation
Authority and regulated by the Financial Conduct Authority and Prudential Regulation Authority. Standard Chartered Bank,
Dubai International Financial Centre having its offices at Dubai International Financial Centre, Building 1, Gate Precinct, P.O.
Box 999, Dubai, UAE is a branch of Standard Chartered Bank and is regulated by the Dubai Financial Services Authority
(“DFSA”"). This document is intended for use only by Professional Clients and is not directed at Retail Clients as defined by
the DFSA Rulebook. In the DIFC we are authorised to provide financial services only to clients who qualify as Professional
Clients and Market Counterparties and not to Retail Clients. As a Professional Client you will not be given the higher retail
client protection and compensation rights and if you use your right to be classified as a Retail Client we will be unable to
provide financial services and products to you as we do not hold the required license to undertake such activities. For Islamic
transactions, we are acting under the supervision of our Shariah Supervisory Committee. Relevant information on our
Shariah Supervisory Committee is currently available on the Standard Chartered Bank website in the Islamic banking
section. For residents of the UAE - Standard Chartered UAE (“SC UAE”) is licensed by the Central Bank of the U.AE. SC UAE
is licensed by Securities and Commodities Authority to practice Promotion Activity. SC UAE does not provide financial
analysis or consultation services in orinto the UAE within the meaning of UAE Securities and Commodities Authority Decision
No. 48/r of 2008 concerning financial consultation and financial analysis. Uganda: Our Investment products and services
are distributed by Standard Chartered Bank Uganda Limited, which is licensed by the Capital Markets Authority as an
investment adviser. United Kingdom: In the UK, Standard Chartered Bank is authorised by the Prudential Regulation
Authority and regulated by the Financial Conduct Authority and Prudential Regulation Authority. This communication has
been approved by Standard Chartered Bank for the purposes of Section 21(2) (b) of the United Kingdom's Financial Services
and Markets Act 2000 (“FSMA”) as amended in 2010 and 2012 only. Standard Chartered Bank (trading as Standard
Chartered Global Private Bank) is also an authorised financial services provider (license number 45747) in terms of the
South African Financial Advisory and Intermediary Services Act, 2002. The Materials have not been prepared in accordance
with UK legal requirements designed to promote the independence of investment research, and that it is not subject to any
prohibition on dealing ahead of the dissemination of investment research. Vietnam: This document is being distributed in
Vietnam by, and is attributable to, Standard Chartered Bank (Vietnam) Limited which is mainly regulated by State Bank of
Vietnam (SBV). Recipients in Vietnam should contact Standard Chartered Bank (Vietnam) Limited for any queries regarding
any content of this document. Zambia: This document is distributed by Standard Chartered Bank Zambia Plc, a company
incorporated in Zambia and registered as a commercial bank and licensed by the Bank of Zambia under the Banking and
Financial Services Act Chapter 387 of the Laws of Zambia.
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