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The founder may know that leadership must change while the owners still cannot agree 
who should take charge. A family member knows the company but has not carried the 
full commercial risk. An internal executive has delivered results but may depend on the 
founder's authority. An outside candidate brings experience but has yet to earn trust. 
Waiting may appear to preserve options, yet it can let an untested candidate become 
the default and leave the company exposed if the founder suddenly steps back.

Founder Bottleneck examined the decisions still concentrated in the founder. The Right 
Transition set out the broader leadership and ownership transition. The unresolved 
question is narrower: which person can lead the company's next stage, on what 
evidence, and with whose authority? A credible answer starts with the future mandate, 
tests candidates under comparable conditions, and permits the owners to say that 
nobody is ready yet.

Management implication. The owners and board should approve the role and the test before they approve the 
person.

The successor must fit the business the 
company is becoming
Many succession discussions begin with names. That reverses the decision. A company 
whose next challenge is to run several sites with reliable cash control needs a different 
chief executive from one whose immediate task is to restore a damaged customer 
base. The candidate who helped the founder build the business may be invaluable and 
still be the wrong person for the next mandate.

The owners should therefore write a short mandate covering a defined planning 
horizon, for example the next two to three years: the few outcomes that cannot be 
missed, the material constraints, and the decisions the new chief executive must make 
without appeal to the founder. It should distinguish what the company needs from 
what the family hopes a particular person can do. The mandate may demand 
disciplined capital allocation, stronger operating management, a new market approach, 
or a credible reset with lenders and key customers. It should not read like a generic 
chief executive job description.

For example, consider a founder-led manufacturer planning a second plant. The 
current deputy has handled day-to-day production well, while a family member has 
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developed major customers. Neither achievement alone proves the ability to allocate 
scarce capital between plants, protect cash during ramp-up, and replace 
underperforming managers. Those are the tests the next mandate creates. This is an 
illustrative situation, not a claim about a particular company.

The mandate also sets the threshold for a decision. Owners may reasonably prefer a 
family chief executive, but that preference should not silently lower the evidence 
required for the role. Conversely, family membership must not count against a person 
who has already demonstrated the requisite judgment. The question is who can carry 
accountability for the next set of consequential choices.

Readiness is evidence, not proximity
Years beside the founder, a respected surname, a strong functional record, or a 
polished interview each reveal something. None establishes readiness to lead the 
whole company. A candidate must show how they handled decisions where trade-offs 
were real, information was incomplete, and the founder could not simply rescue the 
outcome.

In Sun Life Asia’s survey released on 26 October 2026, 78% of family-business 
respondents said the next generation was willing to take over, while 26% reported a 
fully developed succession plan. The 406 family-business respondents spanned six 
Asian markets, including Vietnam. These are regional self-reports, not Vietnam rates or 
assessments of candidates’ capabilities. Owners still need to test capability separately 
from willingness and planning.

The board or a small owner-authorised selection group can examine a common record 
for every serious candidate. It should include a consequential assignment with clear 
authority and an observable result; an adverse decision and what the candidate 
changed afterward; a capital, cash, customer, or people decision that crossed 
functional boundaries; and the ability to recruit and hold capable managers. References 
and assessment can challenge the account, but should not substitute for it. Where 
evidence is missing, give an internal or family candidate a bounded assignment with an 
agreed decision remit and review point. For an external candidate, investigate 
comparable operating responsibility and test the actual company mandate in depth.

The evidence must be read in context. A family candidate denied meaningful authority 
cannot fairly be rejected for lacking outcomes they were never allowed to own. An 

https://www.sunlife.com/en/newsroom/news-releases/announcement/two-thirds-of-family-businesses-in-asia-say-fair-inheritance-does-not-mean-equal-inheritance/124148/
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internal executive's apparent success may partly reflect the founder's interventions. An 
external candidate's previous scale may hide a poor fit with the company's ownership 
constraints. Documenting these limits is more useful than assigning a false numerical 
score.

The most revealing evidence may be a decision that did not go to plan. Ask what 
assumptions the candidate made, when they recognised that conditions had changed, 
whom they informed, and what they stopped doing. A clean success story may reflect 
favourable conditions or an invisible rescue. Equally, one setback should not disqualify 
a person who showed sound judgment and corrected course. The aim is to understand 
repeatable decision quality, not to conduct a ceremony of blame.

Decision principle. Choose on demonstrated ability to carry the future mandate, with explicit uncertainty about 
what has not yet been tested.

Four routes, different conditions
Route When it can work Critical test Failure signal

Family successor
Has the required 
judgment and wants 
the operating role

Has delivered across 
functions under real 
accountability

Kinship substitutes 
for evidence or 
dissent becomes 
impossible

Internal executive
Knows the system 
and can lead beyond 
their former function

Makes hard 
enterprise choices 
without the 
founder's backing

Delivery depends on 
informal founder 
intervention

External chief 
executive

Missing capability or 
change mandate 
calls for outside 
experience

Can operate within 
an agreed owner 
mandate and earn 
team credibility

Owners expect 
professional 
leadership but retain 
hidden vetoes

Interim leadership

No candidate is 
ready or a sudden 
vacancy forces a 
bridge

Has a limited 
mandate to stabilise 
decisions during a 
time-bound search 
or development plan

Temporary authority 
becomes permanent 
ambiguity
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These routes should not be treated as a contest between family loyalty and 
professionalism. A family member can be the strongest candidate. An external chief 
executive can fail if the owners cannot grant the authority the job requires. An interim 
appointment can be responsible governance, provided it has a limited mandate, a 
named appointing authority, and a date for a fresh decision. The comparison becomes 
real only after the mandate and evidence are recorded.

There is also a genuine countercase to an external search. A family successor who has 
run a business unit through a difficult cycle, built a strong team, made defensible 
capital choices, and earned candid challenge may be better placed than a candidate 
with a larger corporate résumé. Their familiarity with owners and counterparties can 
shorten the transition. The advantage is earned through the same tests, rather than 
assumed from inheritance. If the family candidate is strongest, the process should 
make that conclusion more credible to managers who are not family members.

Authority has to survive a disagreement
Selection on paper is insufficient if the founder remains the court of final appeal. The 
decisive test is a disagreement over a material issue: a plant investment, a major 
customer concession, or a senior appointment. Who decides after the appointed chief 
executive has heard the relevant advice? If managers can routinely bypass that person 
and obtain a different answer from the founder, the company has announced a 
successor without transferring leadership.

The owners should define reserved matters that genuinely require owner or board 
approval, then leave operating decisions inside the chief executive's remit. They should 
agree how the founder contributes expertise and relationships without issuing parallel 
instructions. Board oversight must be strong enough to challenge performance, but 
should not become a second management chain. If ownership and board roles overlap, 
the decision record should still make clear which capacity is being exercised.

This is a practical test of legitimacy. Employees need to know whose direction governs 
their work. Lenders, customers, and partners need to know who can make 
commitments. Family owners need a way to question performance without turning 
every dispute into a contest of personal loyalty. The selected leader needs authority 
that works when a decision is unpopular, not only when the founder agrees.
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An appointment letter cannot by itself create this authority. The founder can 
demonstrate it by redirecting operational requests to the new chief executive, 
supporting a decision after a private disagreement, and explaining the new division of 
roles to a small set of critical counterparties. The board can reinforce it by reviewing 
results against the approved mandate rather than rewarding whoever most closely 
imitates the founder. These visible acts are more persuasive than an organisational 
chart.

AI-generated diagram for explanatory purposes.

Figure 1. Proven capability and usable authority must coincide. Interim leaders also need an explicit, limited 
mandate.

Make the appointment a governed decision
Before announcing a name, the owners should settle five linked elements. First, 
approve the next-stage mandate and its few measurable outcomes. Second, name the 
body authorised to compare and appoint candidates, with conflicts disclosed and 
handled. Third, review the same categories of evidence for each route and write down 
the important gaps. Fourth, set the chief executive's powers, reserved matters, 
reporting rhythm, and founder role. Fifth, establish a review point and the conditions 
that would prompt support, correction, or replacement.

The sequence matters. Announcing a successor before defining the remit forces the 
organisation to infer where power sits. A beautiful governance chart without tested 
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authority achieves little. Nor should an emergency plan be mistaken for the full choice: 
owners need to know who can sign and stabilise operations if the founder is suddenly 
unavailable, while the considered selection can proceed on its own timetable.

If the leading candidate is promising but unproven, a staged appointment can expose 
the uncertainty honestly. Give the person a defined enterprise assignment, the 
authority to perform it, and a review by people able to challenge both the result and 
the founder's account of it. Avoid a prolonged acting title with no decision rights. If no 
candidate passes the present threshold, appoint credible interim leadership and 
develop or search against the mandate. A vacancy is costly; an untestable permanent 
appointment can be costlier.

For the review to matter, distinguish performance from the conditions the owners 
created. If an appointed leader misses a cash target because an approved investment 
changed, examine both the decision and execution. If a founder reverses personnel 
decisions, the resulting instability cannot fairly be attributed only to the new leader. A 
governed appointment is a mutual commitment: authority and oversight have to 
remain aligned long enough to learn whether the choice works.

Three questions for the decision meeting
The final discussion should expose the choice, not merely endorse a preferred name. 
Ask first: what will this company require from its chief executive that it did not require 
five years ago? A shift from one plant to several, from founder-led sales to a repeatable 
commercial system, or from organic growth to debt-funded expansion changes the 
work. Owners who disagree on the next-stage business model should resolve that 
disagreement before choosing a person to execute it.

Ask second: which candidate has shown the most relevant judgment under comparable 
responsibility, and what remains unknown? The answer should identify specific 
decisions and consequences. A family member may have earned the strongest claim; 
the case should be stated in operating terms. An internal leader may need a cross-
functional test. An outside candidate may have a compelling record but require more 
scrutiny of owner fit and retention risk. A short list with explicit evidence gaps is more 
honest than a rank order built from impressions.

Ask third: will the owners live with a decision by this person that the founder would not 
have made? That question tests the appointment's operating reality. The board can 
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retain approval for a defined class of capital decisions, appoint or remove the chief 
executive, and review performance. Within that boundary, it must allow the executive 
to exercise judgment. If the answer is no, the immediate task is to change the mandate 
or ownership agreement before announcing a permanent chief executive.

Record the answers, dissenting views, the evidence still to obtain, and who may change 
the decision. Such a record is useful when circumstances change. It makes a delayed 
appointment disciplined rather than evasive, and it protects the company from 
rewriting the criteria after a favoured candidate has been named.

The choice the owners must be willing to 
make
The goal is not to remove the founder from the company's story. It is to make the next 
leader accountable for a business that can operate without borrowed authority. That 
may be a prepared family successor, a proven internal executive, an external chief 
executive, or a temporary bridge while the evidence is built. Each is legitimate under 
the right conditions.

The owners preserve more freedom by deciding the mandate and testing authority 
while the founder can still help. They lose freedom when a crisis, family expectation, or 
organisational habit chooses the leader for them. The next board or owner discussion 
should end with an approved mandate, a fair evidence plan, an emergency delegate, 
and a date on which a decision will be made.
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