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Family Business Succession Planning: Breaking the Cycle of
"Shirtsleeves to Shirtsleeves in Three Generations"

The saying “Shirtsleeves to shirtsleeves in three generations” describes a phenomenon we see far too often: a
first-generation entrepreneur works hard to build a business, the second generation takes over and maintains
it, and by the third generation, the business falters. The wealth and values that built the business fade away,
and the family returns to where it started—often with strained relationships in the aftermath.

Why Does This Happen?

This isn’t a new story. Studies show that 70% of family-owned businesses fail by the second generation, and
90% by the third. Why? Because the very thing that builds a business—entrepreneurial grit and a singular
vision—can become the weak link during succession. Transitioning leadership, maintaining family harmony,
and preserving wealth across generations requires more than just hard work; it demands careful planning,
clear communication, and an understanding of what truly matters.

The good news: you can break the cycle. Succession planning done right not only safeguards your business
but also your family’s relationships and legacy.

Case Study: A Story of Success

Take the example of the Johnson family. When David Johnson, founder of a successful construction business,
started thinking about succession, he knew his children had different strengths and ambitions. He also knew
that leaving things unsaid could lead to conflict.

David worked closely with a team of experts—his lawyer, financial advisor, and a family business
consultant—to craft a governance structure that clearly defined roles for his children. A family council was
created, where the next generation could voice their concerns and ambitions. David didn’t just focus on the
business—he focused on the relationships. The Johnsons had open conversations about their shared vision
and the future, and each family member’s role in it.

Today, the Johnson family business is thriving under the leadership of David’s eldest daughter, who steers the
company while her siblings focus on other pursuits. Their governance structure, built during succession
planning, ensures that all voices are heard, and family ties remain strong.

A Story of Struggle

Contrast this with the Smith family. John Smith started a manufacturing company, and by the time he was
ready to step down, he handed the reins over to his son without much conversation. John assumed that
because his son had grown up around the business, he would naturally lead it as John had.

Unfortunately, John's son wasn’t interested in running the business, and the lack of clear succession
planning led to friction between the siblings, who felt excluded from decisions. Over time, communication
broke down, and the family business—once a point of pride—became the source of significant conflict.
Within a few years, the business was sold at a loss, and family relationships were deeply strained.

The difference? The absence of open communication and a defined governance structure.
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The Key to Success: Plan Early, Communicate Often

There are a few essential steps to prevent your business from becoming another “shirtsleeves to
shirtsleeves” story:

1. StartEarly
Succession planning is not a one-time event. It’s a process that can take years. Starting early ensures
that you have time to get it right and adjust as needed.

2. Define the Timing and Rationale
When should the transition happen? What’s the reasoning behind it? Defining the “why” and “when”
of succession gives clarity to both current leadership and future generations.

3. Bringinthe Right Experts
A successful transition needs a team—lawyers, accountants, financial planners, and perhaps a
family business consultant. These experts can help with everything from governance structures to
tax implications.

4. Create a Governance Structure
Establishing clear roles, whether through a family council or a board, ensures that decisions are
made thoughtfully and inclusively. Everyone knows their role and what’s expected of them.

5. Communicate
One of the biggest mistakes families make is not having open, honest conversations about
succession. Regular, transparent discussions ensure that everyone is on the same page, avoiding
resentment and confusion down the road.

6. Follow Up
After the transition, continue to monitor and adapt. Succession is not the end of the process but the
beginning of a new phase. Ensure that post-succession issues are addressed promptly.

Succession Is More Than Just Business

It’s easy to think of succession planning purely in terms of finances and operations, but at its heart, it’s about
relationships. Success in passing down a family business is as much about protecting those relationships as
itis about protecting the business itself.

The next generation doesn’t just inherit the company—they inherit the legacy you built. And with thoughtful
planning, clear communication, and the right structure, that legacy can continue to thrive, generation after
generation.

Strategos Group specializes in guiding family-owned businesses through complex financial planning and
succession strategies. Our team of experts ensures that your business and family legacy are protected
through customized planning solutions, from governance structures to financial management and beyond.

For more information, visit www.strategosgroup.ca.

Schedule a consultation or contact us at info@strategosgroup.ca | 902-754-1053.



