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India has a strong entrepreneurial culture, and a long 
history of successful business founders, including many 
who have spawned a family-owned dynasty.

While the environment is supportive of entrepreneurship, it’s 
the people who create and run businesses that actually make 
the difference. It is their creativity and skills that determine 
the longevity and success of these ventures.

In fact, at River, we go further. When it comes to 
understanding the reasons why some founders succeed and 
others don’t, we believe that leadership is the difference all 
the time, every time.

Because of that belief, we spend time studying leaders and 
leadership. In 2016, we conducted the first ever large-scale 
investigation into the experience of being a first-time Chief 
Executive Officer (CEO) – Exchanges 16. We interviewed  
75 CEOs from organisations around the world. Some of those 
organisations were based in India.

And this time in 2017, as a follow-up from Exchanges 16, 
we decided to study the leadership journey of founders 
exclusively in India.

We wanted to know what leadership qualities enable them to 
successfully scale their businesses.

The question we asked was:

“How do you multiply yourself so that others are able to 
follow your vision for what your organisation could be?”

When it comes to 
understanding the 
reasons why some 
founders succeed and 
others don’t, we believe 
that leadership is the 
difference all the time, 
every time.
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In this qualitative study, our focus was on conversations 
with founders to understand their leadership journey. 
But, to widen the perspective, we also talked to important 

stakeholders in founder-led companies: successor CEOs, 
venture capitalists (VCs) and Chief Human Resources 
Officers (CHROs).

We met and had rich conversations with 30 diverse leaders 
across sectors in India. Each of these discussions uncovered 
the truths and challenges of being a front-runner in the 
entrepreneurial scene of India.

These conversations were confidential. For that reason, there 
are many non-attributable quotes in this report. However, 
we asked a small number of interviewees for permission 
to provide attribution to a quote and you will see that 
throughout the report.

Our interviewees candidly shared their personal experiences 
of creating and growing their businesses. We heard stories of 
dreams, successes, failures and persistence. We were inspired 
by their passion and optimism.

Our mission with this study is to provide current and future 
founders a guide on what to expect on their leadership 
journey. And to offer advice to those who work closely with 
them, on how to get the best from that working relationship, 
and effectively play their role in enabling the organisation to 
realise its potential.

Our mission with this 
study is to provide 
current and future 
founders a guide on 
what to expect on their 
leadership journey.
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Our research indicates that there are two types  
of Indian founders – thrill seekers and institution  
builders.

Thrill seekers are entrepreneurs who have great ideas. They 
want to kick-start the idea, see it take off, and then move on 
to their next big idea and venture.

Institution builders, on the other hand, are founders who 
have a long-term vision for their ideas. They want to create 
change and meet an unfulfilled customer demand. Their way 
of doing this is to build an institution to execute their ideas 
and create sustainable impact.

This report is about the leadership journey of the institution 
builders. As they develop their organisations, they learn 
to understand that they cannot achieve their vision alone. 
Clearly, there is a lot of individual hard work in the early years 
to establish a foothold. However, as momentum gathers, it 
becomes clear to them that they must build an organisation 
around them that can help them to make it happen.

As we learned about the journeys of successful founders in 
India, we built a framework that helps to make sense of the 
founders’ leadership experience as their organisation grows 
through various phases.

We refer to our five-stage model as ‘The Founder’s Leadership 
Journey’, and share the insights from our conversations 
in this structure. And, in our conclusion at the end of 
this report, we present on page 52, a magnification of this 
framework.

The founder’s leadership journey is intense and packed with 
decisive moments. Exhibit 1 is a summary of the five stages, 
and the leadership advice offered by our interviewees, for 
founders, as they traverse through them.

CREATING – ‘IT’S MY IDEA’
The founder creates the organisation

The organisation begins small, with the founder ‘creating’ the 
product/service and the business model. In this phase, the 
passion and creativity of the founder is paramount and, at best, 
he may gather a handful of trusted individuals to embark on 
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the journey with him. Usually, these individuals are picked 
more for their loyalty to the founder or trustworthiness rather 
than because of any specific competence they possess.

ADVICE OF FOUNDERS

The organisation is your life. It is 24/7 for you. Don’t expect 
that of others, though. If you do, you will create a high degree 
of tension. Also, try to define your culture and values early, and 
codify processes and practices; you are more likely to be trusting of 
others more quickly if you do so.

SCALING – ‘I NEED A FEW OTHER LEADERS’
The founder grows the organisation

Soon, the organisation starts ‘scaling’ – experiencing high 
growth on its small revenue base. Customers, channels and 
employees are rapidly added. The founder has her finger in 
every pie, is personally managing most aspects of the business, 
and is stretched physically and mentally. The need to bring in 
professionals to manage different functions is now felt.

EXHIBIT 1 – THE FOUNDER’S LEADERSHIP JOURNEY
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ADVICE

Know that you can be quite difficult to work with. You have lots 
of energy and determination. Others will need more time to solve 
problems than you do. What’s more, you find it difficult to define 
what you are looking for in senior leadership talent. So, spend 
much more time on specifying the type of person you want and the 
role you are hiring for. Don’t just hire people you know. And don’t 
be cheap. Hire good talent; it’s worth it. If you hire the wrong 
person, cut them loose quickly; don’t procrastinate.

NORMALISING – ‘IT’S TIME FOR ME TO STEP BACK’
Planning for a non-founder CEO

With growth comes increasing complexity. The organisation 
continues to grow, but on the increased base, the rate of 
growth may taper off a bit. This can feel like a slowdown 
when compared to the previous stage, so it becomes critical 
for the organisation to ‘normalise’ and steady itself and its 
ambition. The founder must resist the temptation to focus 
on minimising costs only. The professionals already hired 
into the organisation start taking on different aspects of 
the business, and the founder experiences the first pangs 
of letting go. Amid this insecurity, he now needs to start 
planning for succession.

ADVICE

You know you need to make a big personal transition. You 
don’t like letting go. Get advice from those you trust outside the 
organisation. Involve some others internally in debates about 
your role. Start thinking about and planning for your succession 
in time. But don’t make the move until you are sure that the 
operating model is set and can be replicated.

SUSTAINING – ‘WHO DO I HAND OVER TO?’
Selecting the right successor

If the organisation survives the first three phases, it 
then enters a phase of ‘sustaining’ what it has built by 
institutionalising processes and systems. Relationships 
between the founder and other leaders develop, and they 
hopefully earn the right and trust to exercise greater 
autonomy. The moment of truth arrives when the founder 
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needs to hand over the baton of running the organisation 
to someone else — either because the founder does not like 
running such a large business, does not have the skills for it, 
or feels that it is someone else’s turn. Rarely does the founder 
exit the organisation completely. Usually her role evolves into 
one that will continue to add value to the business, but in a 
different capacity.

ADVICE

When you are looking for a successor, look for leadership skills 
and cultural fit first, and technical skills later. Don’t have high 
expectations of getting it right the first time. Start thinking about 
how your own role will evolve to smoothen this transition. Create 
and leverage the right enablers to make it work.

MATURING – ‘HOW DO I EVOLVE MY ROLE?’
Making sure the founder does not get in the way, but continues to 
add value

Over time, sometimes a few short years, sometimes many 
years, the organisation grows. As it is ‘maturing’, it will 
need to question some of the fundamentals of its strategy, 
structure, processes, and especially, culture to cope with scale. 
The organisation will need the discipline and professionalism 
of processes and systems. The founder has to decide what his 
role is so that he continues to add value.

ADVICE

The most important thing needed to survive and surpass this 
phase is trust. You may continue to stay strategically involved, 
but give your leadership team space and support to make changes. 
With autonomy to create the future will come ownership for it. 
Debate and disagree with your successor in private. In public, 
share an aligned view. Make sure the Board has the stature and 
confidence to challenge as well as back both of you.
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GENDER OF INTERVIEWEES

AGE OF ORGANISATION

A 1-5 YEARS 5%
B 6-10 YEARS 20%
C 11-20 YEARS 40%
D 21-50 YEARS 20%
E >50 YEARS 15%

A FEMALE 22%
B MALE 78%

A 1-100 35%
B 101-1,000 15%
C 1,001-10,000 15%
D 10,001-50,000 30%
E >50,001 5%

A SUCCESSOR CEO 15%
B CHRO 26%
C FOUNDER CEO 52%
D VENTURE CAPITALIST 7%

ROLE

NUMBER OF EMPLOYEES

BC

A
A

B

B

C

D

D

E

A

A

B

C

D

E



THE RIVER GROUP

Multiply Yourself: How Indian Founders Learn to Let Go and Grow Their Business

AVERAGE REVENUE (USD) SINGLE/MULTI-FOUNDER ORGANISATION

IS A FOUNDER STILL CEO?

A 1-100 MILLION 29%
B 101-500 MILLION 21%
C 501 MILLION-1 BILLION 29%
D >1 BILLION 21%

A SINGLE FOUNDER 28%
B MULTI-FOUNDER 72%

A CONGLOMERATE 5%
B FINANCIAL SERVICES 10%
C FMCG 10%
D NGO 15%
E PHARMA/HEALTHCARE 10%
F MEDIA 5%
G RETAIL 15%
H TECHNOLOGY 20%
I VENTURE CAPITAL FIRM 10%

A YES 44%
B NO 56%

A EXTERNAL 30%
B EXTERNAL-INTERNAL* 50%
C INTERNAL 20%

INDUSTRY

HOW WERE THE CEOs HIRED?

A
B

C

D

EF

G

H

I

A

A

A

A B C

B

B

BC

D

*Internal  leader  who went  out  and came back as 
CEO, or  External  leader  who was hired into  a  ro le 
other  than CEO and groomed internal ly  before 
being appointed CEO



“I was very confident of accepting 
failures - it was very therapeutic.”

Ester Martinez
Founder & Editor-in-Chief at People Matters

“As a founder, I tend to lean on a small 
group of people who have been here a 
long time. People who are loyal to the 
vision and to the organisation, who are 
solid and dependable and who have good 
judgement with institutional history.”

Jo McGowan Chopra
Founder and Executive Director of Latika Roy Foundation
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The Founder Creates 
the Organisation
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Our interviewees uniformly shared that stamina 
is an indispensable leadership trait for the founder 
of a business. The founders we met self-identified 

as high-energy individuals, and others who work with 
them agreed. Their mind is on the go 24/7, and they need 
substantial amounts of physical energy. The role of a founder 
also calls for a heightened sense of equanimity; to stay 
emotionally steady through the highest of highs and the 
lowest of lows. Specifically, founders need to stay focused 
during periods of ambiguity – and phases one to three of 
their leadership journey bring a lot of that.

Founders often don’t want to be told what to do – instead, 
they want to find their own path. As they pursue that path, 
they learn to find comfort in discomfort. They don’t like to 
fail, but they can deal with it when it happens.

Hurdles inevitably appear in their paths. Resilient, highly 
driven and results-oriented, these founders find their way 
over, under and around these obstacles.

For most founders, they struggle as their lives are consumed 
by the enterprise. The boundary between work and life blurs. 
Homeostasis is disrupted. While our interviewees survived 
the physical and mental demands of launching a new 
venture, some of them wished that they had the tools and 
knowledge to maintain a balanced lifestyle.

Given their vigour and intense passion for their visions, founders 
can be difficult to work with. They tend to be maniacal about 
their vision, immersed in the details and at times micromanaging 
those below them. For them, in the ‘creating’ phase, their life is 
co-mingled with their venture and vision; they can be impatient 
with those around them seeing and wanting a life beyond.

Yet, the successful ones also know that it is not a one-man 
show. They need a team of people whom they can trust 
around them. These are people they gather early on, often not 
for specific competence that they bring, but more because 
they can count on their loyalty and support.

For many of our interviewees, in the early stages of the 
business, the two roles they leaned on the most were Chief 
Financial Officer (CFO) and Chief Human Resources Officer 
(CHRO). And some of them thought it’s important to have 
competent professionals in these roles.

“I can live with a 
failure, but not a regret, 
that’s why I turned 
entrepreneur.”

“Our organisation has 
always believed we must 
experiment and fail but 
fail fast and learn from 
mistakes.” 

“There are three qualities 
of founders that enable 
early success: 1. The 
ability to tell a story 
helps with everything, 
2. Having the details of 
the business at their 
fingertips – in other 
words, not being hands-
off, 3. The ability to 
connect the dots.”

“Most founders I have 
met are creative, bright 
and passionate, but 
also controlling and 
impatient, with a low 
attention span and poor 
ability to listen. They 
believe that they are the 
best person to protect 
their asset. That prevents 
them from trusting and 
letting go.” 
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ADVICE FROM THE INTERVIEWEES 

• Founders often struggle with trusting others. Codify processes 
and practices as early as possible so that you at least trust 
activities, if not the people

• Define the desired culture and values early on to guide decisions, 
including those on whom to hire

• Don’t just hire people you know. You will make hiring mistakes 
if you don’t hire for professional skills

• Hire critical functional experts like your HR and finance heads 
early on

• You are committed emotionally and physically 24/7. Don’t 
expect the same from everyone else

“In any company, the 
CEO, the CHRO and 
the CFO are the three 
most important roles. I 
spend a lot of time on 
my relationship with 
these three and ensuring 
that we are working well 
together.”

THE CHANGING LANDSCAPE OF THE FAMILY BUSINESS

“I DON’T believe in family succession. It must be the 
best person for the job.”

Through our conversations, we noticed a change 
of approach in many family-owned, founder-led 
businesses. There is a growing importance of 
meritocracy and an equal need to earn the right to 
lead the organisation.

If they are interested in the family business,  
the second generation is now having to work hard  
to build rapport and credibility within the 
organisation.

Even family members who have succeeded in 
top roles have gone through the same grind as 

professionals. They have been educated at the top 
schools, then brought in to start at the bottom of 
the organisation and really get their hands dirty. 
They have been given stretch assignments to test 
them, and only when they have proved themselves 
have they earned the big jobs.

Performance rigour is applied equally to  
the family members. They are given realistic 
360-degree feedback so that they can learn and 
grow. Sometimes, in the shortlist of potential 
successors, the founder’s children and other 
family members don’t even figure. In some family 
businesses, the founder looks purely at merit.



“Over time I realised that it’s not about 
hiring the best, but about hiring the 
‘right’ leaders for us. The problem is that 
entrepreneurs struggle to hire people better 
than themselves. And yet this is absolutely 
critical. If you hire a good team, then they 
take initiative and it works. That gives the 
promoter confidence to start letting go.”

Harsh Mariwala
Founder and Chairman, Marico

“Founders think long term. Executives 
have short tenures and often even shorter 
foresight. But founders need to constantly 
expand their own bandwidth and horizons, 
and most of them don’t know how.”

Dhruv Prakash
Industry Stalwart and Fund Advisor, Jungle Ventures

“Founders have excellent domain 
knowledge. They often mistake this for 
organisational leadership. Beyond a 
point, organisations don’t grow because 
of domain knowledge. In fact, you need 
professionals with updated domain 
knowledge constantly coming in, as the 
founders can get dated.”

D. Sundaram
Vice-Chairman and Managing Director, TVS Capital Funds
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“I need other 
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The biggest challenge for all our founders was finding 
the right people to help grow the business. Beyond 
sharing the passion, founders are looking for people 

who are driven and equipped with the right attitude.

Most of our interviewees said that the talent they need in 
their entrepreneurial organisations is different from the skills 
possessed by professionals coming out of more steady-state, 
established companies.

Nearly every founder told us that as the organisation grows, 
finding talent with the right cultural fit was more important 
than finding people with the right technical skills. When 
leaders with a similar mindset and values are hired, the team 
is productive and enjoyable. But founders bemoan the fact 
that there is no foolproof way to assess candidates’ values and 
beliefs. Culture is a rather abstract construct, so, finding the 
right people is often simply about luck.

The growth in founder-led businesses is particularly evident 
in the technology and technology-enabled services sector. 
Tech founders are often millennials. VCs often notice that 
young tech founders avoid hiring people from a previous 
generation. Because of their youth, they are insufficiently 
mature or secure in their own skins to feel comfortable 
with more experienced and wiser executives around them. 
Therefore, they reject older, more experienced talent.

Often, the young techies hire only people who appear similar 
to them, instead of looking to hire seasoned talent who 
complement them. And there is creative tension between 
founders and VCs. The founders often stretch their own role 
and end up limiting the hiring of others, especially in the first 
two phases of growth. While often VCs have their preferred 
group of executives whom they trust. They know these people 
can scale a business.

Even at a stage where the enterprise is just launched, many 
of our interviewees commented on the need for the founder 
to step away from some day-to-day activities. Many of the 
stakeholders remarked that the founders’ passion about their 
ideas sometimes interferes with employees’ everyday work. 
This is problematic for two reasons: first, it can disempower 
other leaders because it can undercut their authority; second, 
it can lead to a fragmented strategic message.

“I want people who think 
like they are in a start-
up, all the time. We are 
10,000 people now and 
seven or eight years old, 
but I still want people 
with a start-up attitude. 
In other words, people 
who are ‘always on’, who 
work fast and who see 
the need for speed, who 
actually get things done 
– rather than wait to be 
told, who learn quickly 
and with agility about all 
sorts of things, and who 
can take a chance – be 
a bit of a risk taker. We 
don’t want people who 
will play it safe.” 
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As growth accelerates, the preservation of the organisational 
DNA becomes a challenge. Resources are spent to define and 
clarify the main characteristics of the business, so that they 
can be codified and passed on to others. Scale also means 
more employees. And having more employees implies many 
more assumptions about how to do things in the right way.

People from diverse backgrounds bring different beliefs: about 
how to treat people, how to handle poor performance, how to 
give feedback, and so on. While diversity of ideas can drive 
innovation, without an appropriate framework to guide people’s 
thoughts and behaviours, the founder’s DNA may be diluted.

Yet, as the organisation grows, more experts are needed. As 
the team grows, complexity increases. While experts bring 
knowledge and insights from their experiences, they often 
come with their own ideals and preferences. They have been 
trained a certain way; they have specific experiences that they 
rely on. These individual differences are rarely synchronous 
with the dispositions of the founder. Naturally, interpersonal 
conflicts ensue.

“For our verticals, we 
need strong functional 
skills, a growth mindset 
not a cost mindset (you 
need a certain scale for 
momentum to kick in), 
willingness to colour 
outside the lines/ 
courage to be different 
from the industry, 
tolerance of ambiguity 
and of failure. And for 
us, personal integrity 
and cultural fit are non-
negotiable while hiring 
talent.” 

ASIAN PAINTS: FOUNDER-OWNED, PROFESSIONALLY RUN

During World War II, India placed a temporary ban on 
paint imports. Seeing room to gain market share, four 
friends, Champaklal H. Choksey, Suryakant C. Dani, 
Arvind R. Vakil and Chimanlal N. Choksi, founded 
Asian Paints in a garage in Mumbai. The success 
of Asian Paints was not accidental. Externally, the 
founders paid attention to customer needs and 
introduced innovation to their products. Internally, 
Asian Paints maintained a highly competent senior 
management profile by hiring the brightest minds 
from top schools in India.

Observers cited Asian Paints’ approach to 
leadership to be a key to its consistent business 
performance. During a spurt of growth in the 1960s, 
Choksey recognised that capabilities must be built 
within to respond to an increasingly complex network 
of distributors. To establish a high-performing senior 

management team, Asian Paints led the movement of 
recruiting talent from top engineering and business 
schools. These people were trained and developed to 
move up the professional ladder within the company.

For the past seven decades, the founder families 
have owned Asian Paints, and a team of high-calibre 
professionals have run the company. The consistency 
in its ownership has provided organisational stability, 
and it has allowed space for the professional 
management to focus on realising its long-term 
strategy and vision.

Today, Asian Paints is the leading paint  
company in India, enjoying more than half of the 
market share. By differentiating the responsibilities 
and expectations of the founders and professionals, 
Asian Paints truly sets itself apart in India’s  
business world.
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At times, founders hire professional talent and things 
don’t work out. That induces them to question the merit of 
bringing in professionals from outside the organisation. 
And this sets back the process of external hiring. Rather 
than stalling external hiring, founders at this point need 
to articulate better what they are looking for. Defining the 
progression of their business, critical levers for progress at 
various stages, and hence the skill sets needed is a useful 
approach to take.

ADVICE FROM THE INTERVIEWEES 

• You can’t do it all yourself. To grow quickly and manage growth, 
you need competent others

• You often struggle to define what you are looking for in 
complementary senior professionals. So, work hard at role and 
person specification before looking for senior talent 

• Don’t be cheap. If the talent is worth it, pay them

• You will make hiring mistakes. Learn quickly and move on. 
Most mistakes happen when you hire the person with the right 
skills, but the wrong attitude

• You can be difficult to work with because of your energy and 
determination. Give others more time to solve problems than you 
need yourself 

“While hiring 
professionals, look for 
competence, character, 
commitment, and 
stamina and resilience. 
While competence is easy 
to establish, character 
and commitment only 
time tells.” 

“We spend a lot of time 
and effort in the hiring 
process to discuss the 
culture and evaluate 
cultural alignment. We 
want to ensure that 
external candidates really 
understand our culture 
before they come in. For 
this, we conduct multiple 
interviews and even 
get the person to meet 
unrelated people from 
other parts of the wider 
organisation.”

ROLE OF THE CHRO

THE CHRO in a founder-led business can be, and 
often is, the chief counsel to the founder. The founder 
often seeks advice about talent and cultural issues, 
and a high-quality CHRO is well-placed to provide it.

‘High quality’ in this context means a CHRO who 
is a strategic thought leader and not only a builder 
and administrator of great HR processes. These 
people are in short supply, though. But really good 
ones are the eyes and ears of the founder in the 
wider organisation. They interpret and represent the 
mood and general level of engagement.

As growth accelerates, an important skill is 
to attract and hire professional talent into the 
organisation. And to create simple and non-
bureaucratic processes for talent management. 
The founder will likely baulk at bureaucracy, so the 
simpler the HR processes, the better.

As the organisation grows and the founder hires 
a professional CEO, the relationship evolves still 
further. A vital skill for a strong CHRO in this context 
is someone who can enable dialogue between the 
founder and the CEO.
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THE IMPORTANCE OF CULTURE

FOR A founder to start a business, find a space in  
the market and then grow it is a huge challenge. 
Most fail. Perhaps, what is harder still, though, is 
preserving the essential DNA of the organisation as  
it scales.

The original DNA is created by the founder. Her 
beliefs about what is important, what is the right 
way to do things and what matters become the core 
tenets of the organisation – simply by osmosis.

But, how much of that should evolve with scale? 
What is added and what is removed?

The precise amount of change to the culture 
depends on the specific context. What we do know 
is that NOT paying attention to culture as the 
organisation grows can be dangerous. Drucker 
espoused that you may have the right strategy, but 
it will fail if the culture is misaligned or toxic.

The founder must also recognise that defining 
the culture and values is essential to enabling scale. 
As new people are hired, they bring with them 
assumptions and expectations based on previous 
experiences. They have to adapt to their new 
environment. But they won’t unless it is well-defined 
for them, and made clear to them what is normal 
and expected.

ILLUSTRATION

Founded in 1868 by Jamsetji Tata, the Tata group is 
India’s largest conglomerate, with $100.39 billion in 
revenue in 2016-17. The group comprises over a hundred 
operating companies across diverse industries.

In 2012, Cyrus Mistry became Chairman of Tata 
Sons, the group holding company, taking over from 
Ratan Tata. Mr. Mistry was the second non Tata family 
member in this role. At the announcement of his 
succession, the selection committee noted Mistry’s 
character as “bright and selfless”.

However, Mistry’s vision for the group was 
in stark contrast to those of his predecessor. A 
CEO of one of the operating companies revealed 
in an interview: “Ratan Tata is a big picture man, 
a visionary. Mistry brims with energy and is very 
hands-on (for a Tata Chairman). The change was very 
‘in- your-face’ for the old guard.”

In 2016, the Board decided to remove Mistry as 
the Chairman. In a nine-paged statement issued by 
Tata, Mistry was criticised for poor performance and 
eroding shareholder value. Misalignments between 
Mistry’s vision and the Board’s expectations fuelled 
disagreements between the two parties. The media 
speculated that Mistry’s failure to keep the Board 
informed throughout his decision-making process was 
one of the reasons for his ouster. In addition, Mistry 
disrupted the cultural norm at Tata by being outspoken, 
a leadership style not appreciated from an outsider.

In January 2017, the Board elected Natarajan 
Chandrasekaran to be the Chairman. An engineer 
by qualification, Chandrasekaran had spent a long 
and successful career at Tata Consultancy Services. 
Instead of hiring an external candidate to lead Tata, 
the Board decided to identify an internal leader 
to overcome the cultural misalignment that led to 
Mistry’s mishap and ouster. 



“My first learning from this experience of 
funding and heading a company was that 
it’s important to be very tight on strategy, 
but loose on execution, with strong 
governance. I have found that holding 
strategy close and devolving execution 
works well. By letting go of execution, 
you multiply the growth potential.”

Sanjeev Aggarwal
Former Founder-CEO of Daksh (successful ITeS venture acquired by IBM)

 “A key thing for a founder to realise is 
that his or her individual interests must 
always come after the organisation’s 
interests. A question we always ask is 
– can the founder stay true to the value 
system that he was a part of creating, 
irrespective of fair or foul weather? For 
example, the Mindtree founding team 
decided on a policy of no relatives to ever 
be employed in the business. What if the 
founder violates the principle himself 
under pressure at a later time?”

Rostow Ravanan
Co-Founder and CEO of Mindtree
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“It’s time for 
me to step 
back”

Planning for Succession

3.
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We were told that there are very few people with 
the skill to evolve from being a founder CEO to 
becoming a professional CEO.

What is the difference in those two roles? A founder CEO 
is an entrepreneur with a mindset and capability to disrupt 
markets and existing business models. He is comfortable 
with the ambiguity of roles.

On the other hand, a professional CEO is usually a seasoned 
business leader who knows how to leverage scale by building 
processes, discipline and repeatability.

We heard that only a minority of founders learn to become 
professional CEOs. For most, it is not in their DNA and they 
don’t want to do it. So, with growth comes change. And, at 
some point, the founder has to let go of some activities. He has 
to move away from being a part of each step of the process.

Interestingly, even in cases where the founder is unable to 
grow and scale with the business, and becomes a constraint 
or bottleneck for progress and growth, replacing a founder 
is extremely hard. And, if this is done, the business loses 
tremendous value.

Of course, unlike in other organisations, where succession 
means handing over completely to someone else and exiting, 
in a founder-led entity, this may not be, and most often is not, 
the case. Even if the founder selects and transitions his CEO 
role to a successor, he usually continues to stay involved in 
the company. And many of our interviewees argued that this 
is actually for the best.

Understandably, many founders are unwilling to let go 
because the organisation is synonymous with them. It is part 
of their personal identity – who they are. They are deeply 
emotionally connected.

In our conversations, we observed that the higher the level of 
self-awareness by a founder, the easier it was for them to let 
go. The support network around the founder acknowledged 
that also.

During our interviews, an interesting comparison emerged on 
CEO succession in multinational corporations versus founder-
led businesses. In MNCs, leaders often grow their careers 

“My belief is that 
companies that are 
driven by founders but 
run by professionals, 
do well. But, when the 
founders exit or distance 
themselves, the business 
fails! There are enough 
examples of this.”

“Of course, I feel insecure 
while letting go, but I 
have to take that risk. 
I have no option. The 
returns when it works 
far outweigh the risk and 
anxiety.”

“The toughest part of 
stepping back was losing 
communication with 
the team, letting go, 
and accepting that new 
leadership styles are 
different.”

“I realised that ‘you can 
never fire a founder’, even 
if he stops adding value!”   
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by moving roles and even companies. On the other hand, in 
founder-led companies, the leaders often hold on to their roles 
as they grow with the business. The organisation may focus 
much less on succession as a consequence, but the leaders 
often have many more opportunities to learn and grow.

ADVICE FROM THE INTERVIEWEES 

• Start thinking about and preparing for your succession before it 
becomes due 

• Identify potential internal candidates two years in advance so 
that you can groom them

• You will feel insecure about letting go. You are intrinsically 
possessive and have dreams for your organisation. But the returns 
far outweigh the risks and personal anxiety 

• When you decide to relinquish tasks, ask trusted advisers, 
including family members, about the timing. Typically, you will 
let go of day-to-day operations to focus on the future

• Don’t hand over/let go until you are sure that your operating 
model is scalable, and that there are successes for the new CEO to 
replicate

“The founder needs to 
ask this question: ‘When 
am I a constraint on our 
growth?’ The answer 
to that will determine 
when and how he steps 
back from doing some 
things. And he does not 
step all the way back, but 
takes half a step back. 
It is a moment of truth 
for a founder. So, being 
self-aware to know when 
to ask the question is 
important.”

VCs SPEAK

WE LIKE and prefer to bet on mid-aged founders 
– those who are 35 years plus. They are digital 
natives but also mature. The 20-year-olds are great 
innovators but most often not organisation builders.

In a business, Brahma (the innovator/creator) 
and Vishnu (the executor) are needed in the 
founding team. You also need a techie in the core 
group, as hiring good techies is hard. Pairs of 
founders who are CEO-CTO (Chief Technology 
Officer) or CEO-COO (Chief Operating Officer)  

works well, too. When we evaluate the CEO in 
the founding team, we look for someone who is 
inclusive, displays first principle thinking, has a 
good combination of strategy and execution, and 
surrounds himself with competent and assertive 
people.

Founders often become the limitation for the 
growth of their own business. They believe, “I am 
the best person to protect my asset.” That prevents 
them from trusting and letting go.



“The most important factor when hiring 
a non-founder CEO is the cultural 
alignment. Hiring someone who 
understands the culture. An individual 
with strong moral ethics and a strong 
value system, who can drive a people and 
performance culture.”

Rajendra Pawar
Founder and Chairman of NIIT Group

“We decided that we would never hire 
any relatives of the founders. Each of 
us would retire at 60 and hand over the 
baton to the most competent successor 
available.”

Krishnakumar Natarajan
Co-Founder and Executive Chairman, Mindtree
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“Who do I 
hand-over 
to?”
Selecting the Right CEO 
and Making it Work
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Many interviewees shared the dilemma of hiring 
an internal candidate versus an external candidate 
as the successor. Overall, there was a preference for 

hiring an internal candidate who is familiar with the culture 
and values of the organisation.

Some of our interviewees mentioned that external candidates 
can be tested in lower-risk roles in order to give them time to 
settle into the organisation and learn its culture before taking 
up the top job.

Whether internal or external, the most important aspect of 
the transition is the mental preparedness of the founder. She 
has to be ready and willing to make the transition. To make it 
work, her role has to evolve.

“When I was first 
interviewed for the role 
of successor CEO to the 
founder, all he asked me 
was about me personally, 
my personality, my 
values, my ability to 
stay the course, and my 
willingness to not give 
up and to buy into the 
vision.”

A TEAM OF FOUNDERS
What’s Different

SOME OF our interviewees were part of, or had 
experience with, a team of founders. We found that 
in multi-founder businesses, the selection of a 
successor, and the transition afterwards, followed a 
different pattern.

Frequently, the successor CEO is also one of 
the co-founders. Indeed, the CEO baton could pass 
sequentially through three or four founders. The 
good news is that cultural alignment is strong in 
these situations. The founders know each other  
well and are able to develop leadership skills over 
time. They collaborate as a team, share trust and 
safety among each other, and are aware of each 
others’ strengths and weaknesses. They share 
a common passion and commitment for the 
organisation, and have come through together, 
through thick and thin.

Sometimes, the handover from the first CEO 
and senior-most founder to the next in line as the 
second CEO can be tricky. Before they started the 
enterprise, the two were likely boss and subordinate. 
That’s why the boss became the first CEO. And he 

still sees himself as the more experienced and wiser.
In a multi-founder organisation, usually 

transition to a non-founder CEO comes much later. 
If all goes well, each founder leads the organisation 
for a few years, so the first couple of decades are 
taken care of within the founding team. By the time 
the organisation needs to look outside for a CEO, it 
is well along the Founders’ Leadership Journey.

When the organisation finally transitions to a 
non-founder CEO, the probability of the external CEO 
being rejected/unsupported by the system is much 
higher, as it has been used to a certain culture and 
style for many years. This makes loyalists unwilling 
to adapt, even though the new leader may be just 
what the organisation needs for the future.

If it is a group of three or four founders, the 
most important thing is trust between all of them. 
Otherwise, it is very difficult to live with short-term 
ambiguities. The fact is the founders go through the 
crucible together. So, they have shared experiences.

Indeed, many VCs believe that a group of 
founders always works better than a single founder. 
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Almost as important, though, is having role clarity for both 
the founder and her successor. The founder and the CEO 
must develop a strong bond and a great working relationship 
to enable a smooth handover. And it helps to formally 
contract roles and boundaries.

Besides defining roles, it’s necessary to agree on the  
agenda for change upfront, along with the pace and appetite 
for change, especially on people-related issues.

Having hired a successor, a vital role for the founder is 
helping her successor succeed. Spending time with her. 
Guiding, but not interfering. Finding the right balance  
and aligning on their organisational and leadership 
perspectives.

“Success depends 
on the professional’s 
adaptability and the 
founder’s acceptance of a 
different style – both get 
tested.”

There is diverse thinking, a sounding board for 
decisions, peers with whom to discuss business 
challenges. While this is true of many multi-founders 
enterprises, it doesn’t always play out this way.

ILLUSTRATION

The birth of Flipkart reads like a familiar and 
inspiring tale of a Silicon Valley tech start-up. But, it 
is an interesting example of what happened to a team 
of founders. After a brief career at Amazon, Sachin 
Bansal and Binny Bansal, two childhood friends, 
launched Flipkart from their Bengaluru apartment 
with Rs 400,000. 

In the early days, the founders delivered books 
on their scooters to customers across Bengaluru. By 
2015, Flipkart was valued at over $15 billion, and had 
44% of the e-commerce market share in India.

Initially, Sachin assumed the role of the CEO. 
Then, in February 2015, Flipkart distributed power 
among its three leaders, with Sachin leading 
advertising and payment, Binny in charge of 

supply chain, and Mukesh Bansal handling the 
core commerce platform. Many, including insiders 
of Flipkart, believed that among the three, it was 
Mukesh who was the real visionary. In January 2016, 
Binny became the CEO of Flipkart, and took over all 
the functions of the business. 

The shift in power came on the back of the 
company’s poor performance, and mounting media 
and investor pressure. Continuing performance 
challenges, internal politics and mistrust led up to 
the intervention of the key investors, who inducted 
Kalyan Krishnamurthy into the company. A year later, 
he took over as the CEO and Binny Bansal got re-
designated as the group CEO. 

Amid leadership misalignment and confused 
signals to the next line, many professionals earlier 
hired by Flipkart quit the company or were eased out. 
What had once been perceived and cited as India’s 
shining example of entrepreneurial spirit and drive 
now attracted criticism and media bashing.

Time will tell how the Flipkart story and its 
Founders’ Leadership Journey turns out.
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Since this transition is often the first time for both the 
founder and the CEO, intervention from someone they both 
trust can help immensely. Some of our interviewees noted 
the role that the CHRO can play in this situation, enabling 
the dialogue between the founder and her successor. Others 
spoke of how they have used an external adviser or guide to 
assist.

One of the most successful founder transitions we learned 
about involved an internal-external candidate. In other 
words, the best of both worlds. The first CEO successor was 
an executive who was an external hire, but who had spent 
a considerable part of his career as an employee. In other 
words, he knew the culture well, because he had worked there 
for a few years. But he had developed as a leader outside the 
organisation. This proved to be a successful combination of 
cultural fit and strategic competence.

ADVICE FROM THE INTERVIEWEES 

• If you can, use an ‘insider-outsider’ succession plan – hire 
someone who was a senior employee, but went outside the firm to 
gain more experience

• Focus on the leadership qualities and cultural mindset of the 
candidates first, and their technical skills second

• Align roles and boundaries with your successor. Talk about and 
agree on not just ‘what’ needs to be done, but also ‘how’ changes 
will be made

• Seek intervention and help for the transition – either internally 
from someone you trust or externally from a coach

• Don’t expect to get it right immediately. It takes time and effort



“Peter Drucker taught me that ‘culture 
eats strategy for lunch’. Succession 
within the founders helped us to preserve 
the culture for many years.”

Narayana Murthy
Co-Founder, Infosys

“We prefer to hire senior leaders into  
N-1 level roles, where the risk is lower. 
This also gives them the opportunity 
to live the values and demonstrate 
performance before they are moved up. 
That sets them up for success.”

Sumit Mitra
Group Human Resources and Corporate Services, Godrej Industries 
Limited

“The Board’s role in my opinion is to 
hold up the mirror and to mentor both 
the founder and the professional CEO. 
Hence, selection of the Board members 
is critical.”

Bharat Puri
Managing Director, Pidilite Industries
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evolve my 
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Making Sure the Founder 
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The transition from founder CEO to a successor 
CEO is the most critical change in the evolution of any 
founder-led organisation. And there are two conditions 

to make it work. First, a good working relationship based 
on trust between the two individuals. Second, a meaningful 
evolution of the founder’s role.

On the first, trust takes time to build. There is a need for 
constant and open dialogue, not only between the founder 
and the CEO, but also among the entire top team. This can 
be enabled either internally, by the CHRO/another trusted 
individual, or by a competent and trusted third party.

On the second, the founder must know what his role is going 
to be before the transition starts. And, the founder must be 
emotionally prepared to let go of the old role.

The founder has his 
loyalists. The CEO has his 
hires. So, the team below 
them is like a coalition 
government with loyalists 
– anchored in the past, 
and new hires – inspired 
by the future represented 
by the professional 
CEO! Constant dialogue 
between these groups is 
required to keep aligning 
and prevent a build-up of 
mistrust/split agendas.

TIPS FOR A PROFESSIONAL
How to Work With a Founder 

•  Know when ego is in play. You can’t win an ego 
battle with a founder. But, you can use evidence 
and a carefully constructed argument to stand up 
for something you believe is right

•  Know how and when to push back. It is an art. 
Timing is vital, so know his personality well. 
Humour can be a helpful tool

•  Pick your battles. Choose the vital few that are 
core to what you believe

•  Communicate with the founder much more  
frequently. Keep him informed regularly about 
progress and projects, even when he does not ask  
for them

•  Have regular check-ins, ‘clear the air’, one-on-one 
conversations with the founder

•  ALWAYS prime the founder before any group 
meeting. They hate surprises

•  Earn his trust. Many people want to whisper in 
the ear of the founder. Many play politics. Be sure 
that what you say is in the best interests of the 
organisation, and not in your own self-interest 

•  In family businesses, build a relationship with the 
family, not just the one founder

•  Be in the market, a LOT, to always have a ground-
up sense of reality to share with the founder and to 
be credible with him

•  Celebrate the history of the organisation while 
recreating the future. Have patience to wait for 
changes and, in the meantime, be constructive 
about what the founder is suggesting
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Of course, the onus for making the transition work lies as 
much with the successor as it does with the founder. He 
should know when to leverage the founder, when to push 
back, and when to reach out for help. There need to be clear 
boundaries between what ‘I do’ and what ‘you do’. Alignment 
and respect for each other makes this relationship stronger.

It seems fairly clear that exiting the business is neither 
possible nor desirable for most founders. However, the 
founder’s role must evolve over time, to continue to add value 
in the most effective manner as the organisation grows and 
changes. Only then will the founder create space for newer 
leaders to take the organisation into the future, while he 
remains its creator and visionary.

But this is easier said than done. Most founders are so 
deeply connected and entrenched in their businesses that it’s 
difficult for them to see it any other way.

ADVICE FROM THE INTERVIEWEES 

• Evolve your role. Shift from ‘getting things done’ to ‘influencing 
and enabling things to get done’

• Prioritise weekly meetings with the CEO. Don’t cancel these for 
anything, including travel and holidays 

• Be completely open and transparent with the CEO in order to 
build trust

• Disagree in private, not in public. One voice to the world 
between you and the CEO

• Create a strong Board with the stature and strength to question, 
guide, mentor and confront both you and the CEO

“Initially, founders go 
slow till they learn to 
trust the CEO. One is 
trust on capability. That 
comes sooner. The other 
is trust on integrity. 
That takes time, and is a 
gradual process. It has to 
be earned.”

“It’s my father and uncle 
who bring the history, 
the past knowledge, the 
values of the organisation 
to bear. Our professional 
CEO takes us into the 
future. We need both.”

“I have weekly meetings 
with my CEO. And we 
don’t forego these no 
matter what and whether 
we are travelling, etc. 
We have absolutely open 
communication and 
speak our minds with 
each other. This has built 
trust between us. We 
debate and disagree, but 
always in private. To the 
rest of the organisation, 
we are always one.”
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In many ways, a founder IS the organisation. The beliefs 
about what is important and the mental models about 
how to do things come from the founder.

That means, whatever your background – banker, engineer, 
techie or social entrepreneur – everyone sees you, the 
founder, as the emotional leader of the organisation. 
Everyone looks to you for the vision, for “why do we exist and 
what is our core purpose?” And they look to you for cultural 
cues – “What’s important around here? How do we know if 
we are doing something in the way you would do it?”

But, if YOU are the organisation, how do you scale and grow 
it? How do you multiply yourself?

The statistics prove that founders who are able to build an 
institution are rare. Very rare. There are many founders who 
have great ideas, but who don’t make it. There are some who 
start an institution and gain momentum, but who don’t have 
the leadership skills or temperament to scale and then steady 
it. The irony is that some founders become the constraint and 
bottleneck for their own organisation to grow! They put their 
organisation in jeopardy because they won’t let go of things. 
They are just unable to multiply themselves.

Those who can both start a business as an entrepreneur AND 
lead it through various phases of its journey, to scale and 
grow, are worthy of acclaim.

Our view is that those who can do this are more than just 
great founders.

They are great leaders.

They are able to build the institution because they are able 
to inspire others to action – a core feature of leadership. So, 
what is it that they do well? What leadership qualities do they 
have that enable them to succeed and lead effectively?

1. They know self 

Founders are usually first-time CEOs. And first-time CEOs 
are both ‘master’ and ‘apprentice’ (see Exchanges 16*). That 
means others expect them to have all the right answers 
because they are the CEO (the ‘master’). Yet, at the same 

* T h e  R i ve r  G ro u p’s  resea rc h 
i n  2016, i s  ava i l a b l e  o n  
w w w.t rg g l o ba l .co m
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time, they are learning how to be a CEO (‘the apprentice’). So, 
good ones recognise this. They know their own capability as a 
leader of others. They know what they are good at, and how to 
complement their skills by getting the best out of colleagues. 
They know their role will change over time, and they are 
comfortable with that. They accept feedback with good grace, 
and try to act on it. 

2. They trust others

Founders are usually the ones with the big idea: the product 
or strategy that will change things. So, they often think that 
only they know all there is to know. But, good ones know that 
micromanaging others will actually stunt the growth of the 
organisation. They give responsibilities to others and make 
them accountable for delivering them. They know that CEOs 
don’t really have control; that is a myth (see Exchanges 16). 

3. They take advice

Typically, founders don’t like authority; they don’t like having 
a boss. They often have a big ego. And they think they are 
right. But, these days, there is no single, fixed truth about 
a course of action. And social media and the Internet make 
nearly everything available to everyone. Ambiguity and 
uncertainty are the norm. So, good founders learn how to 
take advice. Whom to listen to. They leverage advice from 
outsiders especially (the Board, a mentor, a leadership 
coach) in order to bring fresh perspectives and avoid 
repeating mistakes. And they don’t feel threatened if they are 
challenged. 

4. They can build a leadership team

One of the great joys of being the CEO is that they have the 
ultimate power of creative expression (see Exchanges 16). In 
other words, because they are at the top of the hill, they have 
full freedom to create. But, although they have the big idea, 
great founders know that it is others who bring it to life. They 
know that they need a team to make it happen. And they are 
good at finding others who can work in a team, who put the 
interests of the institution above those of their function. And 
who are able to share leadership roles. 
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5. They are able to fail, learn from it and rise again

Founders willingly take risks. They are not afraid to fail. 
While they hate to lose, they confront failure head-on, learn 
from their mistakes and pull themselves up again. They 
are resilient and dogged about their passion. And this is 
contagious. It can inspire those around them to stretch and 
achieve great things.

Here is our summary of the leadership journey of a founder. 
At each phase, we have captured the experiences of the 
founder, while she grows the business. We have also shared 
our view on what the founder can do to overcome the 
challenges of each phase.

STAGE 
TRANSITION

WHAT IS 
HAPPENING 
 
 
 
 
 

WHAT THE FOUNDER 
IS DOING 
 
 
 
 
 
 
 
 

WHAT THE FOUNDER 
IS FEELING 
 
 

HOW THE FOUNDER 
CAN SCALE UP SELF 
 
 
 
 
 
 
 

STAGE 1 
CREATING

The idea is developed 
and the organisation 
is created 
 
 
 
 

Almost everything 
 
 
 
 
 
 
 
 
 

In control. On top of 
the world 
 
 

Work with a mentor 
(someone who has 
been a founder and 
who has lived the role 
of CEO) 
 
 
 
 

STAGE 2 
SCALING

Success and rapid 
growth, a few 
processes and 
protocols 
 
 
 

Getting things 
done based on past 
experience and 
intuition, and hiring 
a few professional 
managers 
 
 
 
 

Still in control, 
but stressed and 
stretched 
 

Learn how to stop 
micromanaging by 
having a model of 
trust and hiring to 
that model 
 
 
 
 

STAGE 3 
NORMALISING

With more growth, 
discipline is 
embedded, and 
common practices 
entrenched. Structure 
is constantly shifting. 
Attempts to establish 
the right culture

Hiring professional 
managers and leaders 
to get things done 
and provide even 
more discipline and 
rigour 
 
 
 
 

Worried about losing 
control, and anxious 
about hiring the right 
people so the culture 
is not diluted

When hiring, know 
that behaviour and 
attitude supersede 
technical skills 
 
 
 
 
 

STAGE 4 
SUSTAINING

Growth stabilises, 
with increased size 
and complexity. 
Cultural norms are 
hard to maintain with 
infusion of differing 
styles 

Maintaining grip 
on vision and key 
strategic elements 
 
Selecting a successor 
CEO, and stepping 
away from executive 
duties 
 
 

Worrying about losing 
own autonomy and 
about how to sustain 
the original ethos of 
the organisation

Create written 
boundaries and 
meet weekly with 
successor CEO. Use 
a trusted adviser to 
help with the personal 
transition 
 
 

STAGE 5 
MATURING

Growth slows, 
processes are 
established, 
efficiency becomes 
an objective. 
 
Opportunities emerge 
for reinvention

Becoming the 
ambassador, 
continuing as the 
public face of the 
institution. 
 
Seeking ways 
to renew the 
organisation by 
watching for out-of-
touch leaders

Fearing the 
emergence of 
bureaucracy, and 
watching for signs of 
potential decline

Take ownership 
of recording and 
preserving the 
culture. 
 
Give the new 
leadership team 
space to make 
changes and reinvent 
the organisation

THE RIVER GROUP LLC, AFTER GREINER

EXHIBIT 2 – THE FOUNDER’S LEADERSHIP JOURNEY
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There is a constant conundrum for founder CEOs. They start 
the organisation because they have a vision for a product, 
a technology or a market. Yet, they can’t build and realise 
this vision alone. They need people with complementary 
skills. They need mass processes. They need to engage with 
hundreds or thousands of others.

Most of the time, as growth occurs, others can do most of the 
work. So, after many hours of conversations with successful 
founders and key stakeholders, we now know that the only 
way for the founders to address this dilemma is to take a step 
back and constantly ask:

“What is it that I, and only I, can do here?”
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