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Who follows the founder?

It’s perhaps the most important question a founder-led company can face, regardless of
size or industry. The timing and choosing of this leader can be a tricky and often a highly
emotional process. And it’s one that will have significant impact on the business world
over the next two years as economic conditions unleash a wave of founder successions.

The wave shouldn’t come as a surprise. Since 2020, there have been more than 1,000 IPOs,
many of which were founder-led. This crop of companies went public at accelerated rates,
driven by SPACs and the hot capital markets. But since their IPO, market dynamics have
changed. With the global economic challenges of inflation and recession, companies
have had to shift from focusing on growth rates to focusing on burn rates. Leaders have
been forced to put off new products and new innovation and instead spend time on less
energizing tasks such as fighting for new customers or even conducting layoffs. This is a
shift felt especially keenly by founders. Founders are builders and warriors but for most,
this kind of warfare goes against their grain.

For many of these companies, this shuffle in priorities will precipitate a change in
leadership. Sometimes it will be initiated by a founder, who no longer enjoys the role, as
it has changed so considerably. Sometimes it will be initiated by a board that appreciates
that the context has changed and may warrant a different type of leader. But no matter
the impetus, change at the top will impact everyone in the company and set the tone for
the firm’s next act.

To manage this transition, founder-led companies should be proactive. Don’t wait for the
wave to wash over you. Craft your founder succession.

Step One: Understand why founder successions are different.

It’s critical to understand the cultural and governance implications of a founder
succession. To ensure a successful transition, the firm must untangle the company culture
from the persona of the founder. Which traditions and behaviors will live on and which
will need to be adapted to a new era of leadership? What organizational and structural
policies need updating to accommodate a leadership transition? A founder-led company
may have developed an organizational structure bespoke to complement the founder.
With new leadership, evolution is inevitable. Also, unlike a traditional company, a
founder may stay on during a leadership transition to coach and develop the successor.
What policies and practices need tweaking so that this relationship benefits the founder,
successor and company at large?
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There are also emotional reasons why a founder succession is different. Stepping

away from the helm of a company you built is personal and impacts core identity. The
succession is more than just a job change; it’s the building of a legacy. These intensely
emotional topics will need to be addressed in a founder succession process. Supporting
the founder through their identity shift, helping them shape their legacy must be part
of the mandate. Establishing new behaviors and policies that will enable the founder to
step back are all necessary but complex and bespoke. Founder successions are intimate
journeys requiring a non-transactional approach. This is not an ordinary succession.

Step Two: Take control of the succession timeline.
The timing of the founder succession will inform your next steps. Where are you on the
continuum?

' No timeline is set, but founder and board agree in the wisdom

of having a plan in place. That calls for external mapping and

Contingency internal assessment.
Option
Founder and/or board planning for a transition 1-2 years
% down the road as company needs or founder preferences
change. That calls for the start of external mapping, internal
Planning assessment and development and coaching to prepare and
support the founder.
— Founder and/or board has confirmed need for new leadership
% within a year. That means you're ready to start the external
search and/or internal appointment. This is a good time to

Ready start coaching the founder on transition issues. It’s also time
to undertake a review of governance and organization to start
any adaptations that will be needed.

Step Three: Craft a framework for effective transition.

Founder succession is more than the process of choosing a new leader. It means setting
the new leader up for success. To do that effectively demands bifurcating the founder
identity from the company identity. The founder identity consists of the founder
narrative and reputation, the sense of purpose and accomplishment. The company
identity is made up of the evolving needs of the business, the goal of empowering others,
a sustainable model and what we call a Trust Radar — a tool we developed to quantify
how one engenders organizational trust.
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The process of succession often involves a lot of emotions on the part of the founder.

For this individual, it’s not simply a business process, but a personal journey. It’s the
vision you manifested, the risks you took on, the business you built, the organization you
constructed, the culture you nurtured. Yet, transition is right for you, for the business,
and for the team.

The presence of emotions in this process is not because founders are needier; it’s not
just the weight of responsibility and the pain of courageous determination but also the
expectations set forth by the investor community. In the last two decades, venture capital
returns were extraordinary and substantial monies flowed into this asset class. To appeal
to the founders and to win the investment, VCs would appeal to the founder ego. As
such, there are many firms that are deeply founder-centric. Investments were made in
the founders themselves. This created a mandate of protecting and supporting founders
on their journey. And, in many cases, we “trapped” the founder into feeling dutiful to
continuing as a leader long after it may have been preferred or suitable. A successful
founder succession demands an empathy for the complexity of this transition.

The Next Frontier

Ultimately, all parties must make space for the ongoing succession conversations. For
the incoming leader, the one bravely succeeding the founder who is inspired to take
the asset to the next level, there are ways to best onboard and set up for success. This is
often rooted in a deep discussion with the founder, exploring how they are similar and
how they are different and how they can collaborate. In this discussion process, there is
shared understanding — and shared vulnerabilities. This is not easy work. Vulnerability
is never easy; but it’s time well invested, particularly upfront to set the stage for candor,
communication and collaboration. It is the emotional foundation on which the

new phase of the company will be built. And, this informs the legacy as the founder
transitions to her or his next frontier.
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Are you ready for a founder-led transition? Ask yourself the following

questions:

N

&

Founders

Board Members

Am I best suited to lead my company in today’s context?
What about in the future, given our current strategy?

What elements of my role are most energizing? Most
draining?

If I was not leading my company, what would I be doing?
What are my greatest fears if I were not leading?

What is my vision for the company after I leave?

What values and behaviors are sacred to this company?

What will be my legacy?

Is the founder best suited to lead the company given the
current context? Given the future strategy?

What are the risks of a founder transition? How do we get
ahead of them?

Do we have internal successors ready/getting ready?

How do we continue to engage the founder? What are the
implications to governance and organization structure?

What are the risks to the culture? How can we proactively
address them?
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For more information, contact:

Lindsay Trout Jodie Zimmerman Frenkiel
Palo Alto Montreal
lindsay.trout@egonzehnder.com jodie.frenkiel @egonzehnder.com

About Egon Zehnder

Egon Zehnder is the world’s preeminent leadership advisory firm, inspiring leaders to navigate
complex questions with human answers. We help organizations get to the heart of their

leadership challenges and offer honest feedback and insights to help leaders realize their true being
and purpose.

We are built on a foundation that supports partnership in the truest sense of the word and aligns
our interests with the interests of our clients. Our 560+ consultants across 63 offices and 36 countries
are former industry and functional leaders who collaborate seamlessly across geographies,
industries and functions to deliver the full power of the Firm to every client, every time.

We partner closely with public and private corporations, family-owned enterprises, and non-profit
and government agencies to provide a comprehensive range of integrated services, including
executive search, leadership solutions, CEO search and succession, board advisory and diversity,
equity & inclusion. Our leadership solutions cover individual, team and organizational effectiveness,
development and cultural transformation. We work with world-class partners including Mobius
Executive Leadership, a transformational leadership development firm. In addition, we have
partnered with Paradox Strategies, co-founded by Harvard University Professor Linda Hill, to
develop the Innovation Quotient (IQ), a proprietary culture diagnostic.

We believe that together we can transform people, organizations and the world through leadership.

For more information visit www.egonzehnder.com and follow us on LinkedIn, Twitter,
and Instagram.
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