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You've spent decades building wealth. Your estate plan is current. Your trusts are funded. Your tax
strategy is optimized. Yet statistically, there’s a 70% chance your children will deplete that wealth, and a
90% chance your grandchildren will have nothing left to inherit.?

The missing element isn’t technical. It’s structural. Most families with significant assets have sophisticated
estate plans but lack the family wealth governance frameworks that determine whether those plans
actually work across generations. This governance gap, the space between legal documents and lived
family dynamics, is where multi-generational wealth most often fails.

The numbers are sobering. According to Cerulli Associates, approximately $124 trillion will transfer
between generations through 2048.2 Yet research consistently demonstrates that wealth dissipation
across generations stems not from poor investment returns or inadequate tax planning, but from
breakdowns in family communication, unclear decision-making authority, and unresolved conflicts that
compound over time.

This article examines why family wealth governance has emerged as the critical differentiator in multi-
generational wealth preservation and provides a practical framework for families seeking to build
governance structures that endure.

WHAT Is FAMILY WEALTH GOVERNANCE?

Family wealth governance is the formal system of structures, policies, and processes that guide how a
family makes decisions about shared assets, resolves conflicts, and prepares successive generations for
wealth stewardship. Unlike estate planning, which focuses on the legal transfer of assets, governance
addresses how family members interact with each other and with the wealth itself, during the current
generation’s lifetime and beyond.

Effective governance frameworks typically include several interconnected components: a family
constitution or charter articulating shared family values and operating principles; defined decision-
making bodies such as family councils or assemblies; clear protocols for distributions, investment
strategies, and philanthropic activities; structured communication rhythms ensuring all stakeholders
remain informed and engaged; and mechanisms for resolving disputes before they fracture relationships
irreparably.
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As we explored in Beyond the Balance Sheet: Building an Enduring Family Legacy, families who
successfully preserve wealth across generations focus on more than financial metrics: they build
institutional capacity within the family itself.

WHY Do 90% OF WEALTHY FAMILIES LOSE THEIR WEALTH BY THE THIRD GENERATION?
The primary causes of generational wealth dissipation are relational, not financial. Research from the
Williams Group, which studied over 3,000 families experiencing wealth transitions, found that 60% of
failed transfers resulted from breakdowns in family communication and trust, while 25% stemmed from
inadequately prepared heirs.® Only 15% of wealth transfer failures were attributed to technical failures in
estate taxes, Federal Estate Tax planning, legal structures, or investment performance.

This finding inverts conventional wisdom. Families typically invest heavily in estate attorneys, tax
strategists, financial advisors, and investment managers while underinvesting in the governance
infrastructure that determines whether those technical plans survive contact with real family dynamics.

The Financial Planning Association reports that 36% of wealthy families experience inheritance-related
conflicts due to unclear expectations and poor communication.* These conflicts don’t emerge suddenly at
the reading of a will; they accumulate over years of ambiguity, unaddressed grievances, and assumptions
that were never tested against reality.

Consider how wealth transfer complexity compounds across generations. A founding couple may
communicate informally with two children about family assets. By the third generation, that same wealth,
now potentially spanning a family business, real estate holdings, retirement accounts, investment
accounts, and various business interests, may involve eight or more households, in-laws with different
backgrounds and expectations, geographic dispersion, and branches of the family with limited personal
relationships. The informal communication that worked for two siblings becomes wholly inadequate for
eight cousins.

TRADITIONAL ESTATE PLANNING VS. GOVERNANCE-CENTERED WEALTH TRANSFER
The distinction between traditional estate planning and governance-centered wealth transfer becomes
clearer through direct comparison:

Dimension Traditional Approach Governance-Centered Approach

Primary Focus Tax minimization and asset Family cohesion, communication, and shared decision-
protection making alongside tax efficiency

Heir Heirs learn details after the wealth ~ Heirs progressively engaged in governance during the

Involvement creator’s death wealth creator’s lifetime

Conflict Legal documents interpreted by Family-established protocols with mediation before

Resolution attorneys and courts litigation

Decision Trustee discretion guided by trust Defined roles with family input mechanisms and

Authority language accountability structures

Success Metric  Assets transferred with minimal Family relationships preserved, values transmitted,
tax impact. wealth stewarded across generations
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Neither approach is inherently superior; both address legitimate concerns. However, families who achieve
multi-generational wealth preservation typically integrate both technical estate planning and governance
infrastructure, recognizing that legal documents alone cannot substitute for functioning family systems.

How DOES FAMILY WEALTH GOVERNANCE DIFFER FROM ESTATE PLANNING?
Estate planning determines what happens to assets. Family governance determines what happens to
relationships. Both are essential, but they operate on different timelines and address different risks.

Estate planning documents, such as wills, trusts, powers of attorney, beneficiary designations on
retirement accounts, and life insurance policy designations, are static instruments that take effect at
specific triggering events. A Living Trust can help assets avoid probate court, while other documents
answer questions like: Who receives which assets? Under what conditions? With what protections? These
documents are essential but inflexible; once drafted, they respond to circumstances rather than shaping
them. Even well-designed trust administration cannot adapt to family dynamics that shift over decades.

Governance frameworks, by contrast, are living systems that operate continuously. They address
guestions such as: How do family members communicate about shared financial assets, such as real
estate, investment accounts, and operating businesses? Who has authority to make which decisions? How
are disagreements resolved before they become legal disputes? How are rising generation members
prepared for wealth stewardship? How does the family adapt to life changes such as marriages, divorces,
births, and deaths? These questions cannot be answered in legal documents; they require ongoing
attention and adaptation.

This distinction matters particularly for families in the $5 million to $30 million range, who often face
unique challenges as their complexity outgrows traditional advisory services but doesn’t yet warrant
dedicated family office infrastructure. For these families, governance frameworks must be both
sophisticated enough to address genuine complexity and practical enough to implement without full-time
staff.

BUILDING A FAMILY WEALTH GOVERNANCE FRAMEWORK

Effective family governance need not be elaborate to be effective. The following components, adapted to
each family’s specific circumstances, provide a foundation for structured decision-making and
communication.

The Family Constitution

A family constitution (sometimes called a family charter) articulates the values, principles, and ground
rules that govern how family members interact with shared wealth. Unlike legal documents, a constitution
is typically not legally binding; its authority derives from family consensus rather than court enforcement.
Effective constitutions typically address: the family’s shared mission or purpose regarding wealth;
principles guiding investment, distribution, and philanthropic decisions; eligibility criteria for various roles
and benefits; expectations for family member conduct; tax implications of major decisions; and processes
for amending the constitution as circumstances evolve.
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Decision-Making Bodies

Families benefit from designated bodies with clear authority over specific domains. Common structures
include a family council (senior family members addressing strategic questions), a family assembly
(broader gatherings including all adult members for information sharing and input), and specialized
committees addressing investments, philanthropy through a family foundation or donor-advised fund, or
next-generation education.

The RSM Family Office Operational Excellence report found that 55% of single-family offices have no
documented succession plan.® This gap often reflects not negligence but uncertainty about who has
authority to create such a plan and through what process it should be developed. Decision-making bodies
resolve this ambiguity by establishing clear channels for addressing governance questions.

Structured Communication Rhythms

Regular, predictable communication prevents the information vacuums that breed suspicion and conflict.
Cerulli research indicates that 89% of wealth management firms surveyed consider family meetings and
regular communication among family members a key best practice.

Communication structures might include annual family meetings to review investment performance,
family business operations, trust activities, and governance matters; quarterly updates distributed to all
stakeholders; and established protocols for communicating urgent matters affecting business interests or
major assets outside regular rhythms.

Conflict Resolution Protocols

Every family experiences disagreements. Governance frameworks address conflict not by preventing
disagreement but by channeling it constructively. Effective protocols typically establish a graduated
approach: direct conversation, facilitated discussion, mediation, and, only then, legal remedies, with clear
triggers for escalation.

The goal is to prevent disputes from becoming relationship-ending legal battles. As explored in Modern
Wealth Transfer: Bridging the Gap Between Legacy and Innovation, successful wealth transfers
increasingly depend on families’ ability to navigate disagreement without fracturing.

Next-Generation Development

Cerulli Associates reports that 67% of wealthy individuals identify heir preparedness as their primary
wealth transfer concern.” Governance frameworks address this concern by establishing structured
pathways for developing financial literacy through comprehensive financial education programs, involving
rising generation members in appropriate decision-making, and creating accountability mechanisms that
balance support with responsibility.

Effective development programs are progressive, matching responsibilities to demonstrated capability
rather than arbitrary age thresholds, and include both education (understanding financial concepts) and
experience (participating in real decisions with appropriate guardrails).
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GETTING STARTED: PRACTICAL FIRST STEPS
Building governance infrastructure need not begin with a comprehensive family constitution. Many
families find success starting with smaller initiatives that build governance capacity over time:

1. Convene aninitial family meeting. A single facilitated conversation about wealth, values, and
family goals often reveals both shared assumptions and unrecognized differences that need to be
addressed.

2. Document current practices. Most families already have informal governance: unwritten rules
about how decisions are made and information shared. Documenting these practices identifies
what’s working and what needs formalization.

3. Identify governance gaps. Where do family members have different understandings? What
qguestions trigger anxiety or avoidance? These gaps indicate where formal governance structures
would add value.

4. Engage appropriate expertise. Governance work benefits from facilitation by professionals who
possess not merely technical expertise in trusts and taxes, but demonstrated skill in navigating
emotionally complex family conversations. A skilled wealth advisor or Family Office Director can
coordinate the various technical specialists while maintaining focus on the relational dynamics
that ultimately determine whether governance frameworks succeed.

KEY TAKEAWAYS: WHAT THIS MEANS FOR YOUR FAMILY

¢ Governance addresses what estate planning cannot. The relational and communication
challenges that cause 60% of wealth transfer failures occur outside the scope of legal documents.

e Structure reduces conflict. Clear decision-making authority, communication rhythms, and conflict
resolution protocols prevent the ambiguity that breeds family disputes.

e Governance is scalable. Families need not choose between informal arrangements and full family
office infrastructure. Governance frameworks can be right-sized to complexity.

e Earlier is better. Governance established during the wealth creator’s lifetime has significantly
higher success rates than structures imposed after death.

e The goalis stewardship, not control. Effective governance prepares the next generation to make
good decisions, not to follow instructions indefinitely.

MOVING FORWARD

The governance gap represents both the greatest vulnerability and the greatest opportunity in multi-
generational wealth planning. Families who address governance proactively, who build the structures,
communication rhythms, and development pathways that sustain family cohesion, dramatically improve
their odds of preserving wealth across generations.

This work is not easy. It requires families to discuss topics they may have avoided, to formalize
relationships that have operated informally, and to confront the reality that wealth creates both
opportunity and complexity. But the alternative, hoping that legal documents and good intentions will
suffice, is a strategy that fails 90% of the time.

At Palmer Wealth Group™, we work with families to develop governance frameworks appropriate to
their complexity, values, and goals. If you're considering how to strengthen your family’s capacity to
steward wealth across generations, we welcome the conversation.



Important Disclosures

This article is provided for informational and educational purposes only and does not constitute personalized financial, legal, or tax advice.
The information presented reflects general principles and may not be applicable to your specific circumstances. Individual situations vary
significantly, and decisions regarding family governance, estate planning, and wealth transfer should be made in consultation with qualified
professionals who understand your complete financial picture.

Commonwealth Financial Network® does not provide legal or tax advice. You should consult a legal or tax professional regarding your
individual situation.

Past performance of wealth preservation strategies does not guarantee future results. Statistics cited regarding wealth dissipation across
generations reflect historical patterns and should not be interpreted as predictions of outcomes for any specific family. The success of family
governance frameworks depends on numerous factors including family dynamics, commitment to implementation, and circumstances that
cannot be anticipated.
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