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Here in Asia their significance, both 
economically and culturally, is even greater. 
On the mainland, family businesses account 
for about 85 per cent of the dynamic 
private sector, contributing 70 per cent 
of national GDP, while in Hong Kong they 
make up over 60 per cent of firms listed on 
the HKEX. 

Given their significance in the global 
economy, and with family business 
owners ever more open to new ideas, it is 
unsurprising that family businesses have 
become an increasingly important research 
subject. Today, our Tanoto Center for Asian 
Family Business and Entrepreneurship 
Studies, led by Professor Roger King, is 
one of the leading research centers in the 
region.

Focusing on ethnic Chinese family 
businesses, a grouping that plays a vibrant 
and influential role both at home and on 
the international stage, the Center brings 
together academics, practitioners and 
policymakers to share knowledge, insights 
and ideas.

In addition to research, the Center invites 
family business owners to share their 
successful practices and challenging 
experiences, through courses and 
workshops designed for family business 
members and their service professionals. 
We believe that the value of our learning 
activities and studies can only be fully 
realized through the constant exchange of 
knowledge with practitioners. Consistent 
with that approach, we’ve invited 15 
speakers to our upcoming three-day 
family business course, to be held in early 
November.
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Because of the emphasis we place on 
seeing things primarily from a practitioners’ 
viewpoint, we continue to develop real-
business cases and highlight good practices 
to share experiences with the industry. In 
this edition of the magazine, leaders of 
several highly successful family businesses 
talk about the challenges and satisfactions 
that come with running a family business. 
They include Dr Hans Michael Jebsen, 
Chairman of Jebsen and Co and also 
Chairman of our School Advisory Council, 
and three other School Advisory Council 
members: Mr David Lee, Director of Lee 
Kum Kee Company Limited; Mr Sukanto 
Tanoto, Founder and Chairman of RGE; 
and Mr Maximilian Ma, Chairman of Lee 
Heng Diamond Group, along with his son 
Theodore.

They all play a key role in supporting our 
School and our family business case studies 
and courses, covering a range of areas 
such as entrepreneurship, governance, 
philanthropy, and succession. These areas 
are of keen interest in particular to Mr 
Tanoto, who has enabled the work of our 
eponymous Center through his generous 
support. Mr Tanoto has joined our recent 
luncheon forum - Shaping the Future of 
Chinese Family Businesses, as a guest of 
honor to announce that his foundation 
would again be making a donation to 
support the Center and its work in the 
years ahead.

The huge contribution family 
businesses make to the global 
economy doesn’t always get the 
level of attention it deserves. From 
Ford and Walmart in the US to 
Volkswagen and BMW in Germany, 
many world-renowned brand 
names are the public face of such 
enterprises. 

Online
Edition

Professor Tam Kar Yan
                                      Dean
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Most successful family businesses have been built on 
the entrepreneurial spirit and steely determination 
of their founders. But key to their continued 
prosperity as enterprises that engage the wider 
family across generations is the sort of trust and 
respect that comes from familial bonds and shared 
values.

These qualities allow decisions to be taken with a 
long-term perspective, without the need to align 
the sometimes short-term interests of disparate 
shareholders. They also enable the company to 
become an embodiment of the family’s values, and 
provide a legacy to future generations that goes 
beyond the inheritance of wealth.

And the ongoing success of these businesses matters 
to all of us, not just the family members who manage 
and own them. They are huge players on the global 
and regional stage; taking Hong Kong, for example, 
market capitalization of top 15 family groups 
accounted for 84 per cent of the local GDP, according 
to The Economist.
 
But while family businesses around the world share 
similar challenges not confronted by publicly-owned 
companies, in Asia, Chinese family businesses seem 
to have their own particular subset of additional 
issues.

Succession questions, the manner in which ownership 
and management are separated, and the way in 
which the modern world is making families less 
cohesive, can cause angst in boardrooms anywhere 
across the globe. But whatever the truth in the old 
saying about wealth not passing beyond the third 
generation, ethnic Chinese family businesses do 
seem to have short life spans in comparison to many 
of their counterparts in Japan and the West. 
 
However, with the extensive research work 
undertaken by our faculty, our dedicated family 
business and entrepreneurship research center, as 
well as our strong links to many family businesses, 
the HKUST Business School is uniquely placed to help 
identify the root of such problems and offer possible 
remedies.



Biz@HKUST 5

C
o

ve
r

Shaping the Future 
of Chinese Family 
Businesses

Over 160 business leaders and professionals working for family 
businesses joined a BizInsight@HKUST Luncheon Forum on 13 
September 2017, featuring the future of Chinese family businesses
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The presentation by the Center’s Director, Professor 
Roger King, looked in detail at the trends and 
challenges Chinese family businesses are facing, and 
pointed to ways forward for their continued growth 
and success.

At the donation renewal ceremony, Mr Sukanto Tanoto, 
Founder of Tanoto Foundation and Chairman of RGE 
Group, once again pledged the Foundation’s generous 
backing for the work of the Center. This support began 
in 2012. 

“We made the donation then because we strongly 
believed that there was a genuine need for 
more research into Asian family businesses and 
entrepreneurship,” Mr Tanoto explained. He said his 
desire was to see the Center leave its own lasting 
legacy as a center of excellence for Asian family 
businesses.

Both President Professor Tony Chan and Dean 
Professor Tam Kar Yan, in their introductory remarks, 
thanked Mr Tanoto for his unwavering support. 
Professor Tam also went on to acknowledge the quality 
of the work done by the Tanoto Center.

“In addition to research, the Center invites family 
business owners to share their successful practices, in 
courses and workshops designed for family business 
members and their service professionals,” Professor 
Tam noted. “To fully realize the educational potential 
of these activities, there needs to be a constant 
exchange of knowledge with families, practitioners and 
academics.”

Founders of family businesses 
facing succession challenges 

Professor King began his presentation, titled Future of 
Chinese Family Businesses: Trends and Directions from 

In mid-September, a distinguished array of speakers shared their insights 
with a packed ballroom at a hotel in Hong Kong. Highlights of the forum 
were a donation renewal ceremony recognizing the Tanoto Foundation’s 
continued support for HKUST Business School’s Tanoto Center for Asian 
Family Business and Entrepreneurship Studies, and a thought-provoking 
presentation followed by a panel discussion.

Forum 
Examines the Future of Chinese 
Family Businesses

Research. He first looked at the current position of the 
ethnic Chinese family business operating in Asia and 
their tremendous contribution to the economies.

Regionally, their success was reflected by the fact that 
in Indonesia, Thailand, Malaysia and the Philippines, 
the majority of billionaires were ethnic Chinese, even 
though people of Chinese heritage made up a small 
percentage of these countries’ populations.

But there are clouds on the horizon, Professor King 
told his audience. “In mainland China, the majority 
of business owners are inclined to have intra-family 
succession - but this does not match up with the 
intention of the next generation to succeed to their 
own family firms,” he said. “Worse still, only a few 
families had both systematic thoughts, as well as clear 
plans, on succession.”

Overcoming the ‘Chinese curse’

Professor King underlined the Chinese proverb that 
“wealth doesn’t pass beyond three generations”. None 
of the top 100 oldest family businesses in the world are 
actually Chinese.

“Our own research showed that only a few ethnic 
Chinese family businesses, with annual turnover over 
US$50 million, can survive for more than a century.” 

Professor King suggested the reasons for this “Chinese 
curse” were myriad, and included: the “bag-is-packed” 
mentality reducing their willingness to invest for the 
long run; an equal or near-equal inheritance spread 
among male descendants; delayed succession planning; 
a lack of organizational structures leading to confusion 
over roles; difficulties in trusting the next generation; 
and a lack of trust of outsiders.

But he did also have a message of hope. “From our 
multi-case study on seven centennial Chinese family 
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(From left) Professor Roger King, Mrs Tinah Bingei Tanoto, Mr Sukanto Tanoto, 
HKUST President Professor Tony Chan, Dean Professor Tam Kar Yan, and 
Professor Winnie Peng

A media briefing after the forum attracts more than 30 local and regional 
reporters

The donation renewal ceremony acknowledges the generous backing from the 
Tanoto Foundation

Mr Tanoto wishes to see the Center leave its own lasting legacy as a center of 
excellence for Asian family businesses
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businesses, we suggest that several things can be 
done to break the curse.” He listed the importance of 
transgenerational entrepreneurship, global strategies, 
a willingness to balance Western and Chinese values, 
and ownership pruning.

The professor concluded by identifying three trends 
shaping the outlook for Chinese family businesses. The 
first concerned the emergence of Asian-style family 
offices. “We suggest that while a family office itself 
is a Western concept, with necessary adaptations, it 
may help serve as the ‘glue’ and regenerate the shared 
identity for Chinese families.” 

The family office could help preserve wealth for future 
generations, maintain harmony within the family, and 
preserve its legacy and values. All these were the key 
desires of families of wealth.

The second trend was a move away from the family 
business to the business family, especially as families 
divest from traditional industries and use the familial 
resources to grow new ventures. 

Professor King labeled the third trend as on-
going globalization of the family and the business. 
Global Chinese family teams took in issues such as 
the different balances now being found between 
Western and Chinese cultural influences, and the way 
in which marriages outside the Chinese community 
were increasingly being accepted. The trend was also 
concerned about globalized family businesses, their 
growing geopolitical influence, and the way in which 
they were increasingly shifting from local low-cost, 
labor-intensive industries to global innovation-based 
and/or service-oriented industries. 

Youth at the helm

The discussion was livened up with an enlightening 
panel of young family business leaders. Moderator 

Professor Winnie Peng, Associate Director of the 
Tanoto Center, was joined by Mr Richie Eu, Managing 
Director of Eu Yan Sang Trading (Hong Kong) Limited, 
Ms Nisa Leung, Managing Partner of Qiming Venture 
Partners, and Mr Kevin Wong, CEO of Origami Labs and 
General Manager of Kowloon Watch Company. These 
dynamic entrepreneurs shared their thoughts behind 
their choice about embarking on a family tenure (or 
not) and their future plans. 

Mr Wong introduced his family-backed venture into the 
technology space and believed the knowledge and skills 
he has learned on his startup journey would eventually 
benefit his family business. As a next generation leader, 
he saw that asking the right questions and proactively 
seeking advice from the current generation would help 
build the intergenerational trust.

Venturing outside of her family’s textile business, Ms 
Leung talked about the exciting opportunities created 
by new technologies, reminding other family business 
owners that, to compete globally, some of the new 
technologies can provide a new ground for them to 
transform their businesses or improve productivity. 

Representing the fifth generation of his family-owned 
healthcare business, Mr Eu believed patience was the 
key to internalize the dynamics in the existing hierarchy, 
which rewarded him with the opportunity to raise his 
own thoughts at a later stage. Showing respect to the 
older generation and developing talent with a shared 
passion were also important to win over the trust of 
senior managers and to professionally run the business.

Commenting on ways to capitalize on the familial 
resources, Professor King suggested family businesses 
develop an organizational structure and professional 
capabilities, and leverage on the next generation’s 
knowledge of disruptive technology.
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Ms Nisa Leung, Managing Partner of Qiming Venture Partners

Mr Kevin Wong, CEO of Origami Labs and General Manager of Kowloon Watch 
Company

An interactive dialogue between the panelists and Professors Roger King and 
Winnie Peng

Mr Richie Eu, Managing Director of Eu Yan Sang Trading (Hong Kong) Limited



Biz@HKUST10

C
o

ve
r

Since Mr Sukanto Tanoto founded RGE in Indonesia in 1973, the business 
has grown into an international resource-based group of companies with 
assets exceeding US$18 billion and a workforce of over 60,000. Alongside 
the development of the business, Mr Tanoto has been very keen that he, 
and the members of his family, actively give something back - both to the 
communities his companies operate in and to the wider society.

The Outward-looking 
Family Philanthropy

Many successful family businesses have established 
foundations with goals to solve social issues. Beyond 
the obvious valuable impact the work of these bodies 
can have on individuals and communities, they also 
offer a way to embody a family’s values and serve as a 
unifying project that will engage family members who 
may be less active in the business. 

Mr Sukanto Tanoto established his first company 
in 1967, serving as a supplier and contractor to the 
Indonesian oil industry. Six years later he founded RGE 
as a plywood business, and since then he and his family 
have developed it into a global, resource-based group 
of companies with manufacturing operations in China, 
Indonesia and Brazil, and sales offices worldwide. The 
business has five key operational areas: pulp and paper, 
palm oil, specialty cellulose, viscose fiber and energy.

“Our family’s philanthropy work began in 1981, in 
Indonesia, to provide quality education to employees’ 
children in our areas of operation,” Mr Tanoto explains. 
“Education as a cause is particularly close to the hearts 
of my wife and I because we did not get to complete 
our formal education when we were young.”

Though they were later able to study independently, 
this experience sharpened Sukanto and Tinah Bingei 
Tanoto’s appreciation of the value of learning. “Every 
child should have the opportunity to get quality 
education, and with that, realize his or her full 
potential,” Mr Tanoto says. “This belief is at the heart of 
our passion for education.”

As the business has grown, so has the scope of the 
family’s philanthropic and community development 
work. Mr and Mrs Tanoto officially established the 
Tanoto Foundation in Singapore in 2001, and the reach 
of its activities now stretches to mainland China, Hong 
Kong, Singapore and the US. Its donations also support 
the work of HKUST’s Tanoto Center for Asian Family 
Business and Entrepreneurship Studies. 

Alleviating poverty through 3Es

“Our focus is on alleviating poverty through the 3Es – 
education, enhancement and empowerment,” says Mr 
Tanoto. 

The Foundation’s numerous educational initiatives 
include the funding of teaching training and the 
provision of over 700 scholarships a year. “We believe 
that education can help one break out of poverty and 
improve lives, and we want to create new opportunities 
for young people to be able to do so,” Mr Tanoto 
explains.

In the area of enhancement, the Foundation helps 
deliver basic amenities such as clean water and 
sanitation, as well as healthcare. Meanwhile, through 
the provision of access to productive assets, startup 
capital, technical skills, and links to markets, it also helps 
empower families to develop sustainable livelihoods. 

The Foundation and the family

The work of the Foundation has become not only an 
expression of Mr and Mrs Tanoto’s personal concerns 
and interests but also those of younger family 
members.

“My children are busy in the business but also allocate 
a reasonable amount of time for philanthropic work. 
My daughter is driving the Foundation, and my younger 
son also participates. Professional managers run the 
Foundation, with family members and external advisors 
sitting on the board,” Mr Tanoto explains.
 
Mr Tanoto points to gratitude as one of his family’s key 
values. An appreciation of the importance of sharing 
with those less fortunate was inculcated into his 
children at an early age, a process that included visits to 
orphanages on their birthdays. 

Now they’re grown up, he sees them bringing a new 
vision and awareness to the Foundation’s work. “The 
next generation takes the lead in identifying areas 
of societal need and impact that are aligned with the 
family’s goals, beliefs and passions.”

Through philanthropy, family members also find ways 
to work for a shared goal outside of the business. “When 
we make business decisions, we are different. But when 
we as a family do philanthropy, we are united together.” 

The process also helps nurture collective decision 
making of the next generation, in Mr Tanoto’s view. “The 
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Mr Tanoto explains. “And my second generation 
professional leadership bring in two new dimensions 
here, climate and customer, and we turn from 3Cs to 
5Cs.”

Given the scale of its activities, the business has a major 
impact on the communities in which it operates, and 
these communities must benefit from RGE’s presence, 
he says. “We have a very simple model: we want to be a 
part of the community, not a guest of the community.”

Mr Tanoto adds that RGE also feels a great 
responsibility to run an environmentally sustainable 
operation. “Globally, we are planting one million trees 
every day – day in, day out. We’re mapping out our 
carbon footprint and looking for any way we can to 
reduce it.”

“When you’re talking about succession, or sustainability, 
in a family business, it’s a question of continuity. As a 
family business, you have patient capital and can take a 
very long-term view.”

challenge is not to compromise, but 
how my children can dynamically 
make optimal decisions.”

The rigor exercised in RGE’s business 
dealings is also brought to bear on 
the family’s philanthropic activities, 
with no more than 10 per cent of the 
Foundation’s funding permitted to 
be spent on admin and supervision 
costs. Despite this rule, the 
foundation does not shy away from 
capacity building in its 3E initiatives.

“It is also very important to measure 
the impact that our philanthropy has on the community 
around us,” Mr Tanoto adds.

The Foundation has hired international consultants to 
research and help implement new education initiatives, 
and second-generation members have visited some 
of the most prestigious foundations in the US to 
benchmark their work and study best practice. They are 
thinking of ways to maximize the social impact.

The 5Cs of the Tanoto business 
philosophy

“Anything we do must be good for the community, 
country, and only then will it be good for the company,” 

“We have a very 
simple model: we 
want to be a part 
of the community, 
not a guest of the 
community.”

Mr Sukanto Tanoto, 
Chairman of RGE Group 

Sukanto and Tinah Bingei 
Tanoto's philanthropic 
work began in 1981 in 
Indonesia with the opening 
of a kindergarten in 
Besitang
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Lee Kum Kee was founded in Nanshui, Zhuhai, Guangdong in 1888 and its 
Chinese-style sauces have gone on to sell around the world. In response 
to diverse aspirations of individual family members, the decision was 
made in 1992 to evolve the business into a holding company that places 
an emphasis on a governance structure, and a modus operandi, that aim to 
maximize harmony within the family.

Evolution: Putting a Premium on 
Collective Happiness

Mr David Lee, Director, Lee Kum Kee Company Limited, 
recalls how, in response to the growing tension of 
family members, a decision was made a quarter of a 
century ago to reshape the management bonds within 
the business. The discussions Mr Lee had with his three 
brothers took place on a skiing trip to Europe, and the 
resulting broadening of the company’s focus has led 
to even greater commercial success, and to stronger 
personal ties within the family. 

“At that time we were all working together within the 
business, each with a different role and function, but 
we found that the internal conflict was too great,” he 
says. “All of us had very good ideas and we decided in 
1992, in the mountains of Switzerland, that we would 
start to diversify.”

Evolving into a business family

In the following ten years, the company - as now, 
under the chairmanship of Mr Lee’s father Lee Man Tat 
- diversified from the sauce business into a range of 
areas, including health products, restaurant chains and 
property. 

"Right now, the original sauce business only accounts 
for part of our entire portfolio,” Mr Lee explains. “I 
think each of us has talent - and the question was, how 
do you create a system that allows everyone to be the 
best we can be.”

The establishment of the Lees’ Family Council in 2002, 
and the drafting of a family constitution, were amongst 
the key steps in the development of the current 
governance system of the business family. 

“We told each other about our aspirations and what we 
wanted for the family. Then together we built a mission 
and vision statement for the Generations 3 and 4,” 
Mr Lee says. “We’ve spent the last fourteen and a half 
years developing the values and principles that hold all 
these businesses together. Now, of course, we have the 
Generation 5 coming.”

Integrating G5 and leveraging their 
creativity

Mr Lee traces the roots of the particular team spirit 
and level of trust that has developed within the family 
back to its restructuring in 1992, and through facing 
crises together. Earning the trust is always the key, but 
they see a different approach in grooming the fifth 
generation of the family (G5s).

Up until around three years ago, the G5s had to work 
externally for three to five years before joining the 
business. But this didn’t fully qualify the G5s to lead. 
Now, the older members of G5 are being trained from 
the top down as governance owners, and can even 
join the Family Council. The family also has the GOLD 
(Governance Owner Learning Development) program to 
accelerate their development. 

“Constant entrepreneurship” is in the blood of the Lees. 
While the whole family is very actively embracing the 
digital revolution, the input of the young generation is 
increasingly important. “We know that in the future the 
world is going to be completely different to the way 
it is now, so we are in the process of breaking up the 
holding board into subsidiary boards to allow the G5s 
the scope to innovate,” Mr Lee says.

“Our generation (the fourth generation) is very 
proactive, and this means the next generation has had 
a hard time to find the space to try things out,” Mr Lee 
explains. “We must allow them the opportunity to do 
this and make some mistakes.” 

Beyond the balance sheet

Though he admits that what is true for his family may 
not hold for others, Mr Lee does wonder if simply 
focusing on making more money can be like storing up 
dynamite that will eventually blow a family away. “You 
must work on the relationship side if you want to have a 
family as well as a business.”
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These days the extended family socialize together at 
all sorts of events and activities. “This is new to us, as 
previously we were focused on making the business 
work. I find it very joyful - it’s a real family now, not just 
a business family, and to me this is just the beginning.”

Mr Lee is also Chairman of the Lee Kum Kee Family 
Foundation, which was founded in 2008 to promote 
happy family relationships through collaborations 
and related activities. In addition, the foundation also 
supports family members in developing initiatives that 
are not only worthwhile ideas, but can also be run 
jointly with other members of the wider family.

“We want to promote happy relationships within 
families - not just for businesses but for any family,” he 
says.

He says that, for some time now, the hardware side of 
Lee Kum Kee   including its constitution and ownership 
structure   has been solidly in place. More recently, 
work had been carried out on strengthening the soft 
side that puts an equal footing on the family.

“This includes philanthropy work and relationship 
building with the in-laws,” Mr Lee says, adding that it 
was members of G5 who first raised the importance of 
developing a more inclusive sense of family.

“You must work 
on the relationship 
side if you want to 
have a family as 
well as a business.”

Mr David Lee, Director, 
Lee Kum Kee Company Limited

The Lee family organized a retreat in their production plant in 
Xinhui in 2008 and pictured next to a “willow” sculpture that 
marks the 120th anniversary of Lee Kum Kee
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With the launch of the MaBelle jewelry store chain more than two decades 
ago, Mr Maximilian Ma (Max) opened up a whole new market for the Lee 
Heng Diamond Group founded by his father. Now Mr Theodore Ma, Max’s 
son, is expanding the family’s engagement with the innovations beyond 
the family business through CoCoon, an entrepreneurship network he co-
founded in 2012.

Taking Transgenerational 
Entrepreneurship into 
the Digital Age

Providing the members of each generation with the 
support, as well as the freedom, they need to develop 
their innovative ideas and utilize their individual skills, 
which has been key to the success of the Lee Heng 
Diamond Group and the Ma family’s other business 
interests. 

Now Max Ma sees his son’s techincal skills and 
perspectives playing a central role in the future. “Our 
digital strategy is going to be critical to our survival,” he 
says.

When Max’s father came to Hong Kong almost 70 
years ago, it was to buy diamonds for sale in his native 
Thailand. When he passed away, Max was only 12 years 
old and his elder brother and mother took over the 
business. 

Migrating up and downstream

By the late 1980s Lee Heng had grown to be one of 
the most significant diamond importers in Hong Kong 
and Asia, with Max, who had studied accountancy, 
responsible for strategic planning. Though the business 
was very profitable, he realized its long-term future 
depended on migrating both up and downstream. 

“So I went to Thailand and opened a diamond polishing 
factory, and then came back to Hong Kong and opened 
MaBelle in 1993,” he explains.
 
Max’s vision was to create a large-scale retail chain 
that didn’t just target the rich but offered fixed-price, 
widely affordable and fashionable diamond jewelry to 
a much broader demographic. Though, initially, there 
was widespread skepticism as to whether sufficient 
demand existed, MaBelle now has more than 50 shops 
in Hong Kong and 40 in mainland China.

“Every business I’ve seen become a phenomenal 
success has hit a market that is there waiting to be 
discovered,” Max says.

Back in 2002 when Theodore Ma was in college at 
Stanford University he sold his first piece of jewelry. 

What took people aback at the time was that he’d made 
the sale online, on eBay, without the buyer first seeing 
or touching the jewelry.

On his return to Hong Kong on graduation in 2004, 
Theodore launched the online division of MaBelle. “This 
not only brought a new dimension to our business, it 
was also the precursor to all the things we’re currently 
doing. It’s why we’re involved in start-up investments, 
incubation and investing in retail technologies.”

Thinking beyond jewelry

In 2010, accompanied by his father, Theodore attended 
one of the earliest “Start-up Saturday” events. The fact 
that one of the 15 companies pitching that day was 
subsequently bought by Google for US$120 million 
underlined to both Ma senior and junior that something 
was brewing in Hong Kong.

So in 2012, having already backed a co-working space 
business, they launched CoCoon, a family-supported 
venture run by Max, Theodore and Erica, Theodore’s 
sister.

Along with a 9,000 square-foot area for entrepreneurs, 
and a range of engineers and creatives to work in, 
CoCoon offers entrepreneurship education through 
The CoCoon Foundation, and funding for early-stage 
entrepreneurs who have a unique vision, through 
CoCoon Ignite Ventures. 

Theodore sees start-ups as part of the wider business 
community and not as a group that needs handouts. 
The aim of CoCoon, his father adds, is to cultivate a 
creative and collaborative environment, and facilitate 
opportunities. “But they [the entrepreneurs] have 
to convert these opportunities for themselves,” he 
stresses.

Creating a better society through entrepreneurship 
is a vision embraced by both generations. To date, 
CoCoon has run over 450 entrepreneurship events and 
raised over HK$940 million. “We have spearheaded an 
entrepreneurship movement in Hong Kong,” Max says. 
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Unlike many successful entrepreneurs who attempt 
to replicate their success in their kids, Max holds a 
very different view. “I want to be known as Theodore's 
father, not for him to be known as Max's son.”

“Our journey has taken us from selling diamonds as 
a luxury product, to selling them to a mass market, 
to engaging with, and selling to, consumers online,” 
Theodore explains. “Pushing the boundaries and finding 
new markets has kept us way ahead of our competitors.

Theodore doesn’t view the 
seemingly revolutionary new 
ways of working created by digital 
technology and the internet as a 
threat to the notion of the family 
business. “We are only changing the 
facade, the communication aspect 
of relationships. I don’t think the 
values should change.” 

Max believes that, as in the wider 
society, in order to create harmony 
within a family it is important to find 
commonality and accept diversity – 
as different people are motivated by 

different things, and have different talents.

For Theodore, family always comes before business. 
“Being united as a family makes us a lot stronger. We 
don’t compete within the family, because competing 
internally is like setting fire to your own home.

“I want to 
be known as 
Theodore's father, 
not for him to be 
known as Max's 
son.”

Mr Max Ma, Chairman of 
Lee Heng Diamond Group

Max Ma and his son 
Theodore venturing 
together for more than 30 
years
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Dr Hans Michael Jebsen, Chairman of Jebsen and Co, can look back on a 
company history that has seen the family-owned trading group navigate 
extremely stormy political times, along with economic choppy waters. 
It’s with this perspective, in which survival has sometimes been a more 
pressing issue than succession planning, that he views the process of 
passing on the baton of leadership.

Putting Succession into Perspective

The roots of Jebsen and Co stretch back to the 
company established in 1895 by Jacob Jebsen and his 
cousin, Heinrich Jessen, to facilitate trade between 
China and Europe. That business subsequently divided 
into a Jebsen enterprise operating out of Hong Kong, 
Jebsen & Jessen in Hamburg and a Jessen arm based in 
Singapore.

Dr Hans Michael Jebsen is the third generation of the 
family to head the company. Under his leadership, 
professional management runs the business within a 
structure he describes as a low hierarchy. 

In partnership with the Jessens over the last 120 
years or so, the Jebsen family has successfully ridden 
out some turbulent times. During the last century’s 
two world wars, the fact the company was trading 
between Germany and the then British colony of Hong 
Kong brought severe disruption to the business and 
imprisonment for family members. 

“During the wars it was, literally, survival that 
counted; survival of the individuals that were 
carrying responsibility for the company, not only the 
shareholders but everybody else involved,” Dr Jebsen 
explains. “We have no idea these days how existential 
these issues were at the time.”

Economic crises, such as the waves of inflation 
during 1970s and the financial crash of 2008, and 
the disruption to business models brought about by 
developments such as containerization in the shipping 
industry and today’s digital revolution, have also proved 
challenging.

The qualities a successor requires

Currently, the issues around identifying an eventual 
successor are not as problematic as they were during 
wartime – when it was often difficult for a family 
member to even be present in Hong Kong – but 
someone still has to be found who is ready, willing and 
able.

Dr Jebsen has clear ideas as to what constitutes ‘able’. 
“Successors have to be prepared from a professional 
point of view. They also have to have the type of 
personality needed to lead a family enterprise not just 
work in it – and these are very different propositions.”

He says such leaders need judgment, empathy, and 
the ability to make decisions – some of which may be 
unpopular. They must also be able to take the long 
view. “In addition, commitment to a family company 
also involves a certain degree of sacrifice. The legacy is 
important as is the sense of being a steward.”

Family rules dictate that no successor can view the 
Jebsen chairmanship as an inheritance. Instead, they 
have to earn their shares in the company by paying back 
a substantial amount of the share value.

“This gives a totally different sense of ownership,” Dr 
Jebsen points out. “What we’ve tried to achieve through 
our particular succession model is that each and every 
generation is again placed within the Generation One 
model; that means totally involved, totally committed, 
and totally responsible by also being totally in charge.” 

Adapting to a changing world

Though he believes continuity is very important, 
Dr Jebsen stresses that this doesn’t have to mean 
continuity in the same line of business. “Today we are 
involved in both mining and manufacturing, as well as 
trading, and multiple facets of the service industry. But 
it’s still the same spirit and the same partnership that 
guides us, though this is a very different business to 
what it was in the 19th century.” 

He cites the sale of Jebsen’s shipping company, after 
over 100 years’ involvement, as a particularly emotional 
wrench. Shipping has played a central role in the 
identity of the business, and there was also the deep 
sense of loyalty the business felt to generations of 
seafarers. “But even that cannot get in the way of a 
decision that is necessary in view of paradigm shifts in 
the industry.”

Succession planning is just part of the broader goal 
of keeping the business going, in Dr Jebsen’s opinion. 
“We now live in very dynamic times when disruptive 
forces can wipe out entire business models, and for the 
businesses threatened in this way, succession issues 
become almost irrelevant.

“What really matters is the corporate existence. 
Whether the company makes product A or product B is 
not the first priority. The first priority is that it continues 
as a going concern.”
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Dr Jebsen says that to serve and add value is the great 
motivator for someone in his position and, while it 
is still only a theoretical question, he would consider 
handing over to a leader from outside the family, if it 
was necessary to bridge a generation gap.

“As a business leader and owner, one has to think 
about more than wealth preservation, but also about 
an operation and a legacy that you want to go on, and 
about the many individuals whose livelihoods and pride 
depends on the company.” 

“What we’ve tried 
to achieve through 
our particular 
succession model 
is that each and 
every generation 
is again placed 
within the 
Generation One 
model.”

Dr Hans Michael Jebsen, 
Chairman of Jebsen and Co

A very young Dr Jebsen welcomes a group of sailors from Shanghai 
to Denmark
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Family business is a catch-all term covering enterprises that vary widely 
in size, generation and purpose. They may also be organized around a 
range of governance and management structures. The balance between 
ownership and management, and the degree to which individual family 
members are involved, may differ. Meanwhile, the relative value and 
weighting assigned to family interests and business interests is probably 
unique in each case. But along with the differences there are, of course, 
common threads in their practices and philosophies. 

Family Affairs: Common Threads 
of Four Family Business Leaders

Mr Max Ma, 
Chairman of  Lee Heng Diamond Group

Dr Hans Michael Jebsen, 
Chairman of Jebsen and Co
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Passing on a family’s values

Values are the cornerstone for life, and offer the 
meaning of existence as a family. Successful families 
demonstrate how values guide them to make 
fundamental decisions, now and across generations.

In his role as the Chairman of Jebsen and Co, Dr Hans 
Michael Jebsen strives to live up to a number of key 
family values. These include a commitment to the 
long-term future of the company, acceptance of one’s 
responsibility to those dependent on its ongoing 
success, and an appreciation of the need to contribute 
something of value to the wider community.

Dr Jebsen believes the only way these values can be 
passed on to the next generation is by example. “You 
can’t clone people, and you shouldn’t try to. Every 

generation should develop its own ideas. But without 
values, everything eventually becomes worthless.”

The philanthropic work of RGE owner Mr Sukanto 
Tanoto, and his wife Mrs Tinah Bingei Tanoto, began 
in Indonesia in the 1980s. Mr Tanoto says his children 
were involved in the family’s philanthropy, as well as its 
commercial activities, from a young age.

“One of our family values is gratitude,” he says. “We 
believe we should always feel grateful for what we 
have, and contribute back to society and to those who 
haven’t had the same good fortune.”

The Tanoto Foundation was established in 2001 to 
more effectively express this value. “Today our next 
generation is active in personally overseeing and 
participating in the Tanoto Foundation’s programs,” Mr 
Tanoto says.

Mr David Lee, 
Director of Lee Kum Kee Company Limited

Mr Sukanto Tanoto, 
Chairman of RGE Group 
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Successfully handling diversity

Diversity in a family business is a natural phenomenon, 
but this can be the breeding ground for conflicts if not 
well managed. Leading family businesses can embrace 
diversity and find ways to turn this into a competitive 
edge. 

Mr Max Ma, the Chairman of the Lee Heng Diamond 
Group, has eagerly embraced the new skills, and backed 
the fresh ideas, of his family’s next generation. 

While he sees their talents as vital in a digital future, Mr 
Ma believes that, within a family, one should find the 
commonality and accept the diversity. “It’s important to 
complement each other and the mission of the family,” 
he says. “Sometimes the hardest thing has though been 
to stand back and keep your mouth shut, just so they 
(the younger generation) can make their mistakes.”

As a family venture evolves into a multi-generational 
enterprise, they may need to develop a system to 
address the diversity. The Lee brothers - members of 
the fourth generation of the Lee Kum Kee - felt a lack 
of freedom to develop their own ideas, which led to 
a decision to diversify the company’s activities in the 
early 1990s. The scope, which has allowed the brothers 
to more fully use their skills and initiatives, has seen the 
business subsequently go from strength to strength.

“If we didn’t diversify and allow each of us to go out 
and do things, and if we didn’t set up the Family Council 
in 2002, we would not be able to do what we are 
doing right now,” Mr David Lee, Director, Lee Kum Kee 
Company Limited, explains.

Equally significant for Mr Lee have been the steps 
taken to develop much warmer personal relationships 
within the extended family, through its social and 
philanthropic activities. “Not all family members will 
be actively involved in the business, but they no longer 
have to feel left out,” he says.

Responding to a paradigm shift

For family businesses spanning generations, change 
and disruption is nothing new – even if the current 
advances in digital technology are proving uniquely 
revolutionary.

In the late 1980s, Mr Ma saw which way the wind was 
blowing and diversified the family’s still successful 
diamond importing business by establishing the 
MaBelle chain of stores to sell fashionable and widely 
affordable diamond jewelry. Once again trying to 
ensure the family stay ahead of the curve, Mr Ma’s son 
and daughter launched the tech-focused company 
CoCoon in 2012, to cultivate Hong Kong’s startup 
community.

Though its roots were firmly in maritime trade, the 
Jebsen Company has adapted to a changing world and 
is now involved in activities that range from mining to 
manufacturing. “When we sold our shipping company 
after over 100 years involvement, that was not an easy 
decision,” Dr Jebsen admits. “There was no doubt an 
emotional attachment, and our identity hinged to a 
large degree on shipping.”

“Constant entrepreneurship” in the Lee family sets 
their way to navigate through the digital revolution. 
Their governance structure prepares them for change 
across generations. “Our past is not equal to our future. 
But we have the structure in a good shape and the 
feedforward loop necessary to tell us how we should 
respond to the paradigm shifts,” Mr Lee says.

Even in philanthropy, families need to go with the 
tides. Children of Mr Tanoto bring to his awareness, the 
evolving societal needs and ways to measure impacts 
of their philanthropy. “In addition to community, 
country, and company which concern me most, my next 
generation points to the importance of climate and 
customer. We now turn from 3Cs to 5Cs.”





Biz@HKUST22

In
sig

h
t

By Professor Roger King, 
Founder and Director of the Tanoto Center for Asian 
Family Business and Entrepreneurship Studies, 
HKUST Business School

Both overseas Chinese and Jewish diaspora are self-
reliant, hardworking, and value education and family. 
They are well-known as wealth accumulators, and live 
in strong close-knit societies, and at times have to 
survive discrimination, prejudices and atrocities in their 
countries of residence.

The Jewish diaspora, however, has several fundamental 
differences driving its success. The overseas Chinese 
are bound dialectically whereas the Jews are bound 
together by their religion and culture. The Jews show 
unity as a broader ethnic group, offering a higher level 
of support as necessary. Unlike overseas Chinese who 
have a strong aspiration to return home, Jews have 
no strong notion of “homeland”. Once settled, they 
assimilate quickly into their host countries. 

When comparing the family and business dynamics of 
the two ethnic groups, there are a few more distinctive 
differences.

Patriarchy vs. the culture of debate

There is a strict patriarchal relationship in Chinese 
families. Younger generations are not supposed to 
challenge older generations’ decisions. Respecting the 
elder and keeping a harmonious relationship in the 
family are crucial in Chinese culture. On the contrary, 
Jews are willing to debate issues openly, even with 
their parents or those higher up in the hierarchy.

Overseas Chinese and Jewish diaspora are often seen as manipulative 
outsiders in their host countries. However, compared to the 40 million 
overseas Chinese, the 14 million Jewish diaspora have greater influence, 
directly or indirectly, on the global economy. The Tanoto Center for 
Asian Family Business and Entrepreneurship Studies at HKUST, under the 
leadership of the author, explores how the overseas Chinese can learn 
from the Jewish diaspora in the areas of succession and innovation in family 
businesses. 

Succession and Innovation: 
A Comparative Study between 
Chinese and Jewish Family Businesses

Mr Daniel Green, a third-generation leader of the 
Jewish family-owned Arnhold Group, said, “From my 
childhood, we had family Shabbat dinners on Friday 
nights. At the dinner table, there was a lot of debating, 
whether it was my dad talking to us about business or 
my siblings arguing with each other. This instilled the 
values we have as a family and as a business.” 

Mr Robert Meyer, a Jewish entrepreneur and Chairman 
of Pharmalink International Limited, said, “As Jews, we 
teach our children, the next generation, to think and 
to think outside of the box. Questioning authority and 
debating decisions–in a polite way–are allowed and 
encouraged.”. 

Working in or out of 
the family business 

The room for negotiation 
influences the way next 
generation members plan for 
their own career. Many Chinese 
parents expect their next 
generation to come back to the 
business after they finish their 
degree. Jewish parents are 
more willing to let their children 
try their wings and explore their 
own profession. Going back 
to the family business is not a 
must. 
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“It is a wonderful opportunity working for yourself,” 
said Mr Green. “You have a lot more pressure and 
responsibilities, but at the same time more freedom 
to make decisions and determine your life path in a 
different way. I hope to give this luxury to my children 
if they want it. But if they are not ready to take the 
responsibility, this can become their burden, taking 
away their personal opportunities and ruining their 
life.” 

There may be a historical reason for this difference. 
Early Chinese migrants were mostly unskilled labor 
seeking economic gains whilst the Jews were mostly 
political refugees and asylum seekers, who were 
professionally trained and skilled merchants. Most 
Chinese migrant families worked together to make a 
living, and this kind of collectivism barred the evolution 
of professional careers in the next generation. In 
contrast, the human capital of Jewish migrant families 
allowed their members to pursue their own dreams and 
professions.

Birth order vs. meritocracy 

The two diasporas have different succession practices. 
Chinese tend to let their first-born son take over 
the business leadership, whilst Jewish families are 
more inclined to choose their successors based on 
meritocracy. Research has showed that first born tend 
to be much disciplined and follow orders. They are also 
good at implementing parents’ desires. Yet they could 
be more risk-averse. 

The Green family followed more the meritocratic path. 
“Our family believes that the most capable person 
should work for the family business,” said Mr Green. 
“Each of us has his or her own skill sets, which the family 
can leverage. My elder brother’s expertise is in finance, 
so he works with my father on family investment. 
My sister has good experience in non-profits, so she 
handles the family charitable trust. My education and 
experience is seen to fit most for the family company.”  

Keeping or selling the family 
business  

The two diasporas seem to see business continuity 
quite differently. Our research shows that few ethnic 
Chinese family businesses could survive beyond the 

century mark, while centennial Jewish family businesses 
are even rarer. Our observation is that Jewish families 
do not put as much emphasis on business continuity 
as Chinese do. Rather, they think more on wealth 
succession. They are more relaxed about selling the 
family business and using the fund to start a new 
venture. Chinese, however, want to hold onto the 
businesses, even when they are not performing. 

As an entrepreneur, Mr Meyer’s business is not a family 
venture. “I never had any intention to pass on my 
business to my three children nor am I able to do so, as 
none of them is interested in business. My expectation 
is that sometime in the next five to ten years the 
company is likely to be acquired. I have told my children 
that a large part of my estate will go to charities in 
Israel.”

When asked about his view related to family business 
succession, Mr Meyer commented, “In traditional times, 
the family business was an economic lifeboat necessary 
for survival. Without it, you might be starving. We now 
live in a society with lots of opportunities. Although it is 
a Chinese cultural value that sons and daughters should 
return to the family business, the question I would 
pose in today’s world is ‘why?’ The educated Chinese 
offspring of today can make their own decisions. They 
should have the option to sell the business and use the 
funds to do whatever is their passion.”

Innovation and entrepreneurship 

Jews are known for their incredible innovation and 
entrepreneurship, and Israel is known as a “startup 
nation”. According to a scholar at Hebrew University, 
innovation and entrepreneurship are not an innate 
quality of Jews but a character shaped by the 
environment. Most Jews as well as inhabitants in Israel 
have long been suffered from the survival issues. 
The challenge of survival forced Jews to cultivate the 
entrepreneurial and innovative minds. 

Our research found that successful Chinese 
family businesses also stress on innovation and 
entrepreneurship, such as the Lee family of Lee 
Kum Kee Group. The family’s business philosophy 
encourages members to enter into a new venture even 
when the anticipated chance of success is not certain. 
From their first product of oyster sauce invented more 
than a century ago to over 200 sauce products and 
the latest health products today, the family has never 
abandoned their entrepreneurship.

Chinese family businesses should preserve the merits 
of Chinese culture and traditions, while embracing and 
learning from other cultures. Besides the comparative 
study with Jewish family businesses, the Tanoto Center 
will continue the research with other ethnic groups 
such as Indian and Japanese family businesses. The 
results will be shared in the near future.
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By Professor Kasper Meisner Nielsen, 
Department of Finance, 
HKUST Business School

Anecdotal evidence seems to suggest that family 
succession is costly for the firm itself. To begin with, 
the odds appear to be stacked against the next 
generation. Most firms do not survive beyond ten 
years, indicating that we only observe successions in 
firms with talented founders. This observation raises 
an intriguing question: Can firms flourish if they let an 
“average” offspring succeed a “talented” entrepreneur? 
The potential problem of selecting the new CEO among 
the founder’s offspring is elegantly summarized by 
Warren Buffet, who once compared family succession 
to “choosing the 2020 Olympic team by picking the 
eldest son of the gold-medal winners of the 2000 
Olympics”. This skeptical view is succinctly echoed 
in the proverb “from shirtsleeves to shirtsleeves in 
three generations”, which exists, interestingly, in many 
languages: Chinese: “ 富不過三代 ” (Wealth does not 
pass three generations), Italian: “Dalle stalle alle stelle 
alle stalle” (From stable to stars to stables), Japanese: 
“ 三代目が会社を滅ぼす ”(The third generation will 
destroy the company), and Spanish: “Quien no lo tiene, 
lo hace; y quien lo tiene, lo deshace” (He who doesn’t 
have it, makes it; and he who has it, wastes it). Although 
proverbs, in many cases, distill wisdom passed down 
from generation to generation, it’s hard to rely on them 
as conclusive evidence of how family succession bears 
on firm performance.

In fact, economic intuition suggests two plausible 
and opposing effects of family succession on firm 

When heirs take the helm of the family business, it's bad news for key 
employees striving for promotion. But is it also bad news for the firm? 

The Consequence of Family 
Succession on Firm Performance

performance. On the one hand, family CEOs have 
large economic incentives to run the company well, 
given their large ownership of shares. They also know 
a lot about the firm and have earned the trust of 
key stakeholders. On the other hand, family CEOs 
are selected from a small pool of managerial talent. 
The best candidate among the founder's relatives 
may not be as good as the best available manager in 
the executive labor market. Thus, it remains an open 
empirical question how family succession affects firm 
performance.

A simple way to address the question is to compare 
changes in firm performance around CEO successions 
and assess the way in which firm outcomes change 
as a result of whether the firm appoints a family or 
unrelated CEO. Economists refer to this approach as a 
difference-in-differences estimate of the consequence 
of family succession. Using this method, academic 
studies find negative consequences of family succession 
on firm performance measured by either stock prices 
or profits. 

On its face, the difference-in-differences estimate 
looks like a straightforward way to evaluate the 
consequence of choosing family vs. unrelated CEOs. 
If CEO appointments were the result of a controlled 
experiment, in which we could randomly select some 
firms to pass the torch to the founder's relative and 
others to an unrelated candidate, then we would 



Biz@HKUST 25

In
sig

h
t

conclude that choosing an offspring reduces firm 
performance. But the decision to hand over the reins 
within the family is hardly random. The main concern 
with the difference-in-differences method is that firms 
that opt for family succession might be systematically 
different from firms hiring unrelated CEOs. For 
instance, it is natural to expect founders to be more 
willing to pass on the torch to a relative when the 
company’s future looks bright, and appoint unrelated 
CEOs whenever the prospects look bleak. If so, the 
difference-in-differences method will estimate the 
effect of family succession on firm performance plus 
the difference in the future performance.

As with so many empirical questions about business, 
we are at a loss in uncovering causes as opposed 
to associations. Or rather, we were at loss until we 
came up with a way to measure the effects of family 
succession that solves the identification problem. The 
solution is to exploit the preference for male first-
borns observed in many cultures around the world, 
combined with the fact that gender is randomly 
assigned by nature. To test this thesis, we took 
advantage of Denmark’s relaxed attitude toward 
disclosure of personal data from administrative 
registers. Italy is relaxed about work; Hong Kong is 
relaxed about taxation; and Denmark is relaxed about 
giving researchers access to detailed personal data of 
exceptional quality, which allowed us to examine the 

consequence of family successions on performance 
based on 5,000 Danish CEO succession decisions.

It turns out that the random event – a first-born boy 
– raises the probability of family succession by 10 
percentage points (from 30 per cent to 40 per cent), a 
factor that by itself should have no effect on the firm's 
subsequent operating performance. 

By exploiting the random variation in family succession 
generated by the gender of the first-born child we 
uncover large economic consequences of family 
successions. Intuitively, this means that if the choice 
between a family or unrelated CEO were made by the 
flip of a coin, the choice of a family CEO would wipe out 
all of the firm’s profit. An alternative way to interpret 
the analysis is that it provides a clean test of the direct 
effect of “professional” CEOs on firm performance. An 
ideal way to test how much extra value a “professional” 
CEO might contribute to firm performance would 
be to randomly assign individuals from the general 
population and professional managers as CEOs and 
then compare firm performance. This is close to what 
the above method does: it compares the performance 
of firms with an unrelated CEO (i.e. a “professional” 
CEO) to the performance of firms that promote a 
relative simply because the departing CEO’s first-born 
child was male. If unrelated CEOs were better, then 
manager-led firms would systematically out-perform 
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successor-led, which is indeed what we find. Thus, 
professional CEOs seem to provide extremely valuable 
services to the organizations they head.

We also examine whether industry characteristics 
that might be associated with differential costs 
of employing unrelated CEOs, rather than family 
CEOs, affect our findings. We find that family CEOs 
tend to underperform in fast-growing industries 
and in industries with relatively highly-skilled labor 
forces, environments where managerial skills are 
presumably more valuable. Conversely, we find no gap 
in performance between family and unrelated CEOs 
when they possess similar professional qualifications. 
This result highlights that the cost of family succession 
can largely be mitigated if succession is planned 
and the family CEOs possess adequate professional 
qualifications.

Our findings also suggest that primogeniture rules (or 
nepotism), which dictate who takes the helm of a firm 
based on birth order or gender, but not competence, 
can have negative consequences on firm performance. 
The drag on firm performance can be thought of as a 
way to quantify the nonpecuniary benefit the departing 
CEO might derive from naming an underqualified 
family CEO as successor. Unfortunately, the cost of 
such unfavorable successions in family-controlled firms 
is mainly borne by minority shareholders, who are 
unlikely to enjoy the private benefits of naming a family 
CEO, but suffer from the resulting underperformance. 
Our results also suggest that family firm stakeholders 
should pay close attention to succession decisions, 
as any significant competence gap between family 
and unrelated CEOs can substantially harm firm 
performance.

Understanding the consequence of family succession 
on firm performance also has implications beyond the 

firm. Nowhere are these challenges more acute than 
in Asia, where family businesses represent more than 
half of large corporations and account for a significant 
percentage of employment and growth. Many of 
these organizations are still run by their founders. As 
this extraordinary generation of Asian family business 
owners is ageing, many Asian economies are facing 
the uncomfortable question of whether the upcoming 
family successions will impact economic growth. In 
Hong Kong, for instance, the family heads of the 50 
largest businesses are on average 70 years, and 10 out 
of 50 are above 80 years. These entrepreneurs have 
overcome many formidable challenges in building some 
of the most successful businesses in the world. Passing 
on the business to the next generation is their final 
challenge, one that without sufficient planning can 
threaten their legacy and potentially undermine the 
economy.

On the positive side, Asian family businesses seem 
better at providing future generations with education 
and relevant business experience, suggesting that the 
cost of family succession might be mitigated. On the 
negative side, however, Asian family businesses often 
mismanage succession planning – either by failing to 
plan, or by automatically appointing children, nieces, or 
nephews to the helm of firm. While the consequences 
are yet to be felt, one thing is certain: No other 
corporate event is as important as family succession 
to firm performance, and research demonstrates 
that decisions to appoint family CEOs based on 
primogeniture rules alone have adverse consequences 
for firm performance. These adverse consequences 
can however be mitigated by engaging in long-term 
planning and equipping the next generation with 
relevant professional knowledge and experience to 
lead the family business.

Reference
M. Bennedsen, F. Pérez-González, K.M. Nielsen and D. Wolfenzon, “Inside the 
family firm: the role of families in succession decisions and performance”, The 

Quarterly Journal of Economics 122 (2), 647-691. May 2007.
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By Professor Chen Tai Yuan, 
Department of Accounting, 
HKUST Business School

How is a family business different?

Advantages
Long-term investment horizons: 
Relative to non-family businesses (i.e., widely-held 
firms), family businesses are known for their long-term 
perspectives, something often lacking in non-family 
businesses. Indeed, faced with limited career horizons, 
professional managers in non-family businesses tend 
to fixate on short-term profitability rather than long-
term value. Furthermore, to deliver satisfactory profits 
and/or avoid any negative earnings surprises, they are 
inclined to undertake “secure” investment projects 
that could blossom in the near future, while shying 
away from riskier ones (those that take a long time 
to harvest). Even worse, there is evidence that when 
real profits are not as good as expected, professional 
managers in non-family firms often engage in 
accounting “tricks” to inflate reported earnings in 
order to increase their compensation and secure their 
positions. If earnings management goes too far, it can 
become a major accounting scandal such as those in 
WorldCom or Enron. In contrast, such myopic behavior 
is less likely to be a concern when controlling family 
shareholders occupy management positions in their 
own firms. That is to say, as major shareholders, family 
executives are better able to resist capital market 
pressure to achieve short-term profits, suggesting that 
they are less likely to play number games. Consistent 

Family businesses, those owned and/or managed by a family, are probably 
the most popular form of corporate governance in the world. More 
specifically, in most countries, many public firms, including renowned 
large ones, remain under the control of families. This phenomenon appears 
to be more pronounced in East Asia. Even in advanced countries such as 
the US, family ownership is observed in many firms in the S&P 500 index. 

Popularity of Family Business

with this, my research finds that on average family 
firms in the US have better financial reporting quality 
than non-family firms.1  Further, we also find that 
having transparent financial reports is more beneficial 
for family firms than for non-family firms.2  At the same 
time, having a strong desire to pass their shareholdings 
on to subsequent generations, family executives are 
able to focus on the long-term welfare of their firms. 

Even without serving as executives, controlling 
families can become effective monitors of professional 
managers as directors on the board such as the Walton 
family in Walmart. Their rich knowledge of the industry 
and substantial holdings give them strong incentives to 
ensure managers are on the right track. 

Strong employee loyalty:
Likely due to their long-term horizons, family firms 
also see employees as a long-term asset. J.W. 
Marriott Jr. (Chairman and Chairman of the Board of 
Marriott International, Inc.) specifically indicates in 
his hotel welcome information, “Take good care of 
your employees, and they’ll take good care of your 
customers, and the customers will come back”. While 
they may demand higher productivity from their 
employees, family firms also often reward them with 
better compensation and benefits and lower dismissal 
rates. Indeed, even the during the global financial 
crisis, family firms in Europe were noted for refusing to 
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slash workforces (The Economist 2009)3.   Respecting 
employees, and treating them as lifelong partners, 
helps family firms foster strong employee loyalty 
compared to non-family firms, and such relationships 
can carry on to subsequent generations. 

The ‘dark side’ of family businesses 

Despite the benefits described above, family 
businesses unavoidably have their “dark sides”. 
Having substantial holdings, as well as holding key 
management positions in their firms, controlling 
families are able to expropriate minority investors. 
For example, controlling shareholders may engage in 
related party transactions to benefit themselves, or 
channel company assets into their own pockets. Even in 
countries with well-established legal systems and sound 
investor protection, scandals involving family firms are 
not rare. For example, in the US, corporate scandals in 
Adelphia Communications, Qwest, and Martha Stewart 
Living Omnimedia all concerned their founders or the 
founders’ descendants. Taking the Adelphia scandal as 
an example, the Rigas family (Adelphia’s founding and 
controlling family) was accused of using complicated 
tricks to divert US$100 million from Adelphia into 
their own pockets. Notably, the Rigas family did 

not sell a single share in their holdings when they 
misappropriated company assets, suggesting that it 
was difficult for minority shareholders to detect their 
behavior. 

Family ownership may also have a negative impact on 
minority shareholders during economic downturns. 
Figures show that family firms in 35 countries 
underperformed compared to non-family firms 
during the 2008-2009 global financial crisis. The 
underperformance was due to the family firms’ 
reducing investment during the crisis. Specifically, 
it is shown that when a firm in a family business 
group is severely hit by crisis, the controlling family 
shareholders reduce investment in the other firms in 
the group in order to save the family empire.4  In other 
words, controlling families intend to divert cash from 
the other, heathier, firms into the threatened company 
in order to ensure the business group remains intact, 
although such behavior may hurt minority shareholders’ 
welfare.  

Finally, as stated earlier, having been involved in their 
firms for a long time, controlling family members 
tend to possess comprehensive knowledge and 
understanding of them. Their central position in the 
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management team, or on the board of directors, also 
allows them to get access to all types of important 
company information. If they so wish, family 
shareholders can benefit from this information through 
stock trading i.e., buying or selling shares before 
announcing unexpected good or bad news. This kind 
of trading not only hurts minority investors, but also 
damages the health of capital markets. 

The future of family businesses

Family firms in the high-tech era
With the prevalence of computers and the internet 
at the beginning of the 21th century, many new high 
tech firms emerged, their market value increasing 
substantially in a relatively short period. For example, 
Apple, Alphabet (parent firm of Google), Microsoft, 
and Facebook are among firms with the largest market 
capitalization in the world. The emergence of high-tech 
presents businesses with challenges, even in traditional 
industries. Specifically, one of the most critical tasks for 
family businesses is succession, and this is a challenging 
issue. Traditionally, family businesses are prevalent in 
industries such as food, retailing, hotel, and real estate, 
and these industries all face new types of competition. 
For example, online shopping platforms such as 
Amazon or Alibaba are taking business away from 
traditional retailers such as Walmart and Nordstrom 
(a firm controlled by the Nordstrom family). Similarly, 
online hospitality service firm Airbnb is threatening 
hotel chains such as Hilton and Marriott (both being 
family firms). If subsequent generations of traditional 

family businesses cannot keep pace with the new 
business model, the families may have to liquidate their 
ownership and withdraw from their companies. In other 
words, it will be interesting to observe whether rapidly 
changing technology makes families in such traditional 
businesses less likely to retain control. 

Family firms in Asia and Greater China
Relative to family businesses in Europe, Japan, and 
the US, family firms in Greater China are still in their 
infancy. In other words, many family businesses in 
greater China are still helmed by the first generation. 
However, as noted in an article in the Wall Street Journal 
on June 20 2017, tycoons in Hong Kong and South 
Asia are probably the oldest and are handing over the 
reins to the next generation. In mainland China, many 
family firms  are also on the point of handing over to 
subsequent generations. However, possibly due to the 
culture, it is common to see descendants (in particular, 
male ones) fighting over estates. As such, how to 
allocate their wealth (or firms) among descendants has 
becoming a challenging task for Asian tycoons.  

In addition to wealth allocation, whether subsequent 
generations can manage the company successfully is 
another problem for tycoons. In the end, as the Chinese 
old saying has it, “it is difficult to be wealthy for more 
than three generations”. This is therefore an exciting 
time to observe succession in Asian family firms in the 
next decade or so, and business schools in this region 
can play a role in helping family businesses sustain their 
legacy. 

The emergence of high-tech presents traditional family businesses with challenges
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By Professor Winnie Peng, 
Associate Director of the Tanoto Center for 
Asian Family Business and Entrepreneurship Studies, 
HKUST Business School

In the early days, the majority of mainland Chinese 
family businesses served the domestic mass market, 
or were original equipment manufacturers (OEMs) for 
brands in developed economies, with low cost and 
value input. However, from the 2000s onwards, with 
the rapid rise of China’s new middle class, technological 
revolution and globalization, the consumers’ purchasing 
habits and tastes changed dramatically. Price was 
no longer top of their concern. Instead, more and 
more consumers began eying high value, branded 
products and quality service. At the same time, due 
to rising manufacturing costs – and an increasingly 
competitive global market – the traditional OEM 
model was no longer sustainable for family businesses 
serving overseas clients.2 Business transformation and 
upgrading became the pressing issues facing businesses 
in mainland China.  

While a large number of family businesses are still 
struggling to cope with these challenges, some have 
gradually transformed and upgraded themselves in the 
past decade. In early 2017, the author started a case-
based research on 43 industry-leading family businesses 

Family businesses have sprung up in mainland China since the 1978 
reform and opening up policy and, over the years, have become the most 
significant sector among privately-owned enterprises. It is estimated that 
family businesses contribute 70 per cent of national GDP - and employ 75 
per cent of the nation’s workforce. Over 85 per cent of the private sector 
consists of family firms, generating about half of tax income in 2016.1  

Transformation and Upgrading: 
Learning from Leading Mainland 
Chinese Family Businesses

across China. All were among the top ten companies 
in their own industry in the past three years based 
on total revenue and net income, with an average 
revenue of over RMB 10 billion in 2015. The data was a 
combination of first-hand interviews with the owners 
and secondary information from the public domain.3 

While the research is still ongoing, a few major 
strategies have been identified among these firms.

Brand Creation and Acquisition

As a strategy to move up the value chain, many family 
businesses in our sample built their own brands, or 
acquired premium brands overseas. Either way, families 
recognized the importance of branding as a long-term 
investment, something which coincided with the long-
term orientation of family businesses.  

Brand creation represents an organic growth strategy, 
requiring integration of the value proposition of the 
existing business, and at times the family’s reputation, 
history, and culture. “We originally served as an OEM 

1 National Association of Industry and Commerce, 2016
2 Peng, W.Q., et al (2015). Chinese Family Business Succession Report. Beijing, China: China CITIC Press.
3 Thanks to Wisdom Valley Family Business Association for providing the data
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for overseas brands. We realized this model was not 
sustainable in the long run. Through years of effort 
to enhance our product quality, promote the culture 
behind silk, and build the art value of silk products, 
we are able to create our own brand,” said Li Jianhua, 
Manager of Wensli Group and son-in-law of the founder 
of this leading silk manufacturer. The brand premium 
was significant, according to the family.

Overseas brand acquisition offers an accelerated path 
to distinctive products and their brand identities. Yet 
business integration and cultural conflicts could be 
potential challenges. For instance, NeoGlory, one of 
China’s largest jewelery brands, boasting the world’s 
largest fashion jewelry factory, acquired overseas 
premium brands such as the license of Belgium cartoon 
Smurfs, and also became the largest distributor for 
Swarovski in China. The new additions complemented 
its own brands such as NEO’S, FA, and EVA, and 
extended its global brand presence.

Branding could also play a very important role in legacy-
building for family businesses. “A brand is not only 
about quality and technology. There is no exception if 
you look at every successful long surviving enterprise 
that beholds a top brand admired by all,” said Weng 
Rongdi, CEO of Langsha Group, a household apparel 
brand. How to instil stewardship and apprenticeship 
in future generations could be crucial for a family in 
preserving its legacy and this should be addressed early 
on.

Diversification Strategy

Business diversification was a popular strategy among 
our sample firms. When the business grew beyond a 
certain size, the owners saw the need to diversify in 
order to reduce risk in having all their eggs in a single 
basket and sustain the business in the longer term.4  

Transgenerational entrepreneurship is conducive 
to the diversification strategy. Most of the time, 
the rising generation helps the family explore new 
opportunities outside its traditional business. “In fact, 
it was entrepreneurship and diversification together 
that contributed to our group’s current leadership 
position in the market. I would prefer to call myself 
the second generation of entrepreneurs, rather than 
the second generation of the rich, as the media label 
us,” said Liu Chang, Chair of the New Hope Group, 
a leading company in China’s agricultural, forestry, 
and fishing industries. The Group expanded into a 
multi-industry portfolio including financial services, 
transportation and storage, and technology, media, 
and telecommunications covering over 30 countries, 
with more than 70,000 staff and over RMB 100 billion 
in revenue. 

However, there are a few gigantic companies in our 
sample which chose to focus on a single business. 
“At the beginning, we did not know we needed to 
specialize,” said Cao Dewang, founder of Fuyao Glass, 
one of the world leading suppliers of automotive glass. 
“We would have had no competitive strength if we had 
no focus, because our time and expertise were limited.” 
Given a more stable business environment, we see 

more companies adopting the specialization strategy in 
the future. 

“Internet Plus” 

As a national policy proposed by Premier Li Keqiang 
in 2015, “Internet Plus” refers to the application of 
the internet and other information technologies in 
conventional industries. A large portion of our sample 
companies realized the power of new technologies 
such as e-commerce and social networks at a much 
earlier date.

“Embracing internet technology is an irresistible 
trend in our industry,” said Yu Jianbo, the second-
generation leader of the NeoGlory Group. “It facilitates 
customization.” In 2010, Yu set up the Group’s flagship 
stores on eBay and Tmall. In 2014, he built up a new 
e-commence platform called Jushiyun, the first 
network aiming to integrate the global jewelry supply 
chain. This integration doubled the sales of the Group. 

Centralized decision-making in family firms secures the 
quick responses and flexibility required in changing 
the existing business model in the “Internet Plus” era. 
Xiu Yuan, a second-generation family member in Xiu 
Zheng Pharmacy, initiated a “4+2” program integrating 
customer information from all four offline distribution 
channels and two online platforms. The integrated 
information allows the firm to improve its efficiency 
in manufacturing and delivering its products to target 
customers. 

Destructive technologies, however, force companies to 
rethink the way they approach their business. Fintech, 
for example, is reshaping the financial industry in 
mainland China. From my prior study, family businesses, 
especially those in high-growth industries, appear more 
vulnerable to these changes.5 Entrepreneurial families 
will have to derive a proactive strategy navigating this 
wave – possibly with the help of capable professional 
managers, and through business diversification – to 
survive in the longer term.

Commitment to Research and 
Development

To boost productivity and maintain technological 
leadership, a number of our sample family firms 
actively invested in research and development (R&D). 
For instance, Liby Group, one of the largest mainland 
manufacturers of medical, health and beauty products, 
spent about RMB 500 million on a new R&D center. 
The center has continually collaborated with top local 
research institutes and leading international chemical 
groups to drive its product development. Hunan 
Jinlong Group, a family-owned manganese producer, 
has invested RMB 10 million annually in scientific 
research funds for developing new equipment and 
technologies for manganese production.  

The family businesses in our sample share several major 
strategies in transforming and upgrading themselves 
to gain sustainable leadership in their respective 
industries. The long-term orientation of family firms 



Biz@HKUST 33

In
sig

h
t

allows more patient capital to be put into branding and 
R&D investment, compared with non-family firms. The 
entrepreneurial spirit in the family’s blood helps them 
with business diversification and overseas acquisitions 
as opportunities arise. Flexibility and centralized 
decision-making in family firms also endow them with 
quick responses to destructive technologies, and help 
them ride new opportunities in the “Internet Plus” era. 

However, for family firms to capitalize on these 
strategies and survive in the long run, they need 
to build their core competencies, enlarge their 
talent pool – should it be the next generation of 
family members or professional managers, carry on 
innovating, and preserve family values and legacy down 
the generations. Our research will continue to gain a 
deeper understanding of the relevant issues. 

 

In China, 
family 
businesses 
contribute

and employ 

of national GDP 

of the nation’s 
workforce. 75%

70%

4 King, R., & Peng, W.Q. (2017). Unfolding the surviving secrets of century-old ethnic Chinese family businesses. Working Paper.
5 King, R., & Peng, W.Q. (2013). The effect of industry characteristics on the control longevity of founding family firms. Journal of Family Business Strategy, 4(4), 281-295.
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Harilela Enterprises: 
Passing the Torch in 
a Family Business
In 2008, the then head of Harilela Enterprises, Dr Hari Harilela, was in 
his 80s and pondering how to ensure a smooth succession that would 
eventually place Aron, his only son, at the head of the business and the 
family. 

Preparing for management 
succession

Hari knew that in this role, his relatively young son 
would have to deal with senior family and board 
members while driving the business agenda forward 
smoothly. However, Hari also felt he was leaving Aron 
a good platform from which to achieve his vision - an 
excellent asset base that was only slightly leveraged, 
the esteemed reputation of the Harilela name, a 
strong personal education, and ten years of hands-on 
experience in the business.  

Business History 

The roots of the Harilela Group date back to 1922, 
when Hari’s father, Naroomal Mirchandani (he later 
changed his name to Harilela), left his hometown 
of Hyderabad, in what is now Pakistan, for China. In 
Canton (today’s Guangzhou) he opened a small business 
trading in antiques, jade, amber, embroidery and other 
curios. In 1934, he moved his business to Hong Kong 
and, to make ends meet, Naroomal and his two oldest 
sons, George and Hari, sold personal essentials, such 
as soap, outside the British army barracks. Subsequent 
attempts to successfully establish shops were curtailed 
by the World War II and the Japanese occupation.

After the war, the Harilela brothers acquired exclusive 
contracts to make uniforms for British soldiers in Hong 
Kong, and were soon one of the largest importers 
of British textiles. With American involvement in the 
Korean, and later the Vietnam, wars the Harilelas also 
won contracts to make uniforms for their troops.   
 
The family then diversified into real estate, purchasing 
their first hotel property, the Imperial Hotel, in 1960. In 
1965, they bought the site for what is today the Holiday 
Inn Golden Mile on Nathan Road. Though its opening 
was delayed until 1975, rising property prices in the 
1970s and 1980s ensured it was a commercial success. 
By 2008, the Harilela portfolio included hotels across 
Southeast Asia, and in Canada, the UK and Australia. 
The Group was also beginning to invest in hotels in 
mainland China for the first time.  
 

While more than 90 per cent of the family’s wealth was 
in hotels and real estate, various branches of the family 
had also invested in other businesses, including event 
merchandising, travel agencies, import-export trading, 
restaurants, and banking and securities.

Governance and Ownership 
Structure 
 
The Harilela Group was owned collectively by the family 
and was structured in a unique way. The six brothers 
made up the group’s board, with Hari as Chairman. Any 
brother wishing to resign his position could nominate a 
family member as his replacement, with the board size 
never exceeding six. An informal handcuff agreement 
prohibited the sale of shares to anyone not a member 
of the Harilela family. 
 
However, while each of the brothers had a seat on the 
board, they did not hold equal interests in the Group. 
Hari controlled 56 per cent of shares in the flagship 
Harilela Hotels Ltd, with the other brothers holding 
differing ratios. Despite this, each brother had the 
same voting power on the board. Directors’ fees and 
salaries were age-related, and investment funds were 
drawn from each of the brothers proportionate to their 
ownership, with profits distributed in the same way. 
Hari, however, had voluntarily redistributed some of 
his shares to other brothers. This, and other decisions, 
were made with an eye to preserving family harmony.
 
Another unwritten tradition was that board seats were 
passed on to the wives of deceased brothers. They then 
decided to whom, within their branch of the family, the 
directorship should pass - or they could take up the 
position themselves.
 
Though the women in the family owned shares, a 
majority of them had chosen not to participate in the 
family business. Some younger members, however, 
were beginning to take a keener interest. 
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The mansion that kept the family 
together 

At a time when a collective family residence already 
seemed an outmoded concept, four generations of the 
Harilela clan, 70 relatives in total, still lived together in 
a 100,000-sq ft. mansion in Kowloon Tong. The original 
mansion was built as a result of a promise Hari made to 
his mother. “As we were together in poverty, we should 
not separate in wealth," he said.  

Aron Harilela 

Aron, who was almost 40 in 2008, had been educated in 
the UK from the age of 13 up to the completion of his 
doctorate. Hari felt an overseas education had helped 
make his son independent and self-disciplined, and 
given him an analytical approach. His Indian heritage, 

with its customs, philosophy, respect for others and 
tolerance, had been passed down to him by his mother, 
Padam. 
 
From the age of 18, Aron had used his free time to 
work in room service, the kitchen, restaurants and 
housekeeping. When he returned permanently to 
Hong Kong on the completion of his studies, he first 
received special training in the head office, before 
being made an Executive Director, reporting directly 
to the board. One of his key responsibilities in this role 
was to oversee the group’s expansion. In 1997, Aron 
led the purchase of a major London property, which 
became the Sheraton Belgravia. This acquisition was a 
significant commercial success, and by 2008 Aron was 
spearheading the Group’s China business.

The Harilela brothers (clockwise from front) 
George, Hari, Bob, Mike, Gary and Peter

 “As we were together in 
poverty, we should not 
separate in wealth."

Dr Hari Harilela
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These sorts of moves raised the question of rewarding 
external hires without diluting the family’s financial 
control of the business - especially as it was thought 
that informal lock-in arrangements might not be 
effective or sustainable in the long run.  

Challenges to family unity 
 
Hari believed tolerance was key to keeping the family 
and the business together. So, while the brothers had 
their disagreements, they always worked their way 
through them together. 

In 2008, Aron’s view was that a more formal structure   
with a greater division of labor and a hierarchical 
structure was required to keep the family working 
together harmoniously. In addition, at this time the 
brothers on the board were considering introducing 
a formal “non-compete” clause to ensure that future 
growth and family harmony were not impaired by 
family members managing competing businesses. 
And, with independent directors already on the boards 
of some group subsidiaries, a decision over whether 
or not they could hold other positions, including 
chairmanships, was being weighed up.  
 
Aron saw his relative youthfulness as an asset not a 
problem, as it would allow him to act as the bridge 
between the older and younger generations, and help 
draw the family’s bright youngsters into the business. 
However, as members of the younger generation 
increasingly studied and worked all around the world, 
and therefore grew up separately, keeping the family 
together, with a shared vision and purpose, was 
becoming much more difficult.  

Challenges facing the family 
business 

 
DIVERSIFICATION

With his father a strong believer in staying ahead of 
market trends, in 2008 Aron was not only defining a 
diversification plan for China, but also eyeing the Indian 
market. Aron’s growth strategy had two components: 
to expand the core hospitality business into new 
geographical markets, and to keep an open mind 
about diversification into unrelated areas. He felt the 
leadership team of a privately-controlled group could 
be opportunistic and flexible.  
 
With plans in place to build ten 3-star hotels in 
secondary cities in China within the next five to10 
years, Aron was also working on a similar strategy for 
India and eyeing investment possibilities in Thailand.  
 
Aron’s diversification strategy was sparked by the 
entry of private equity firms and specialized real estate 
investment funds into the property market. This had 
dramatically raised prices, and virtually converted 
property into a financial product, with the emphasis 
on quick returns in the short term. Not only was this 
approach at odds with the group’s long-term focus, 
with its lower capital base, the Group was also at a 
disadvantage when competing with cash-rich financial 
investors. Aron therefore considered moving up the 
value chain and venturing into the management of 
hotels, and possibly, into residential property.

FINANCING 

Like his father, Aron preferred internally-generated 
funds, as opposed to debt, as the engine for growth. 
Some of Hari’s other brothers, however, acknowledged 
that lack of access to capital markets could now 
constrain the Group’s growth. Again, Aron’s view was 
pragmatic. He foresaw the Group probably remaining 
private, but wasn’t averse to floating companies 
formed for specialized segments - investments in China 
being an example. 
 
MANAGEMENT

In certain matters such as punctuality, punctiliousness 
and strategic thinking, Aron admitted to benefiting 
from exposure to western ideas and education. On the 
other hand, qualities such as active listening, and the 
philosophy of right versus wrong leading to karma, had 
come to him through his family.  
 
The Group’s philosophy had been to hire staff who 
demonstrated a high degree of personal integrity and 
sincerity, and who were willing to serve long term. Its 
management style was benevolent paternalism, with a 
helping hand offered to staff in times of need.   
 
Aron acknowledged that, probably in the distant 
future, the group could consider hiring an outside 
CEO - though a more modern governance structure 
would need to be in place first. Similarly, working with 
joint venture partners on projects where the Group’s 
experience was limited was another possibility.  

Dr Hari Harilela passed away, at the age of 92, on 29 December 2014. 
Dr Aron Harilela succeeded as planned and assumed the role of the 
Chairman and CEO of the Group.

This is an extract of a case study written by Professor Roger King and 
Winnie Peng.

(From left) Hari, Padma and Aron Harilela
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Challenges through 
Technological 
Innovations
As information becomes increasingly strategic for organizations, ensuring 
the long-term success of an enterprise requires not just pure business 
knowledge or technology skills, but a combination of both. Future game 
changers will be those who reimagine ways to transform their business 
while offering differentiated customer experiences by making creative use 
of emerging technologies.

No wonder, of all the participants in the Hong Kong 
chapter of the seventh annual “One Million Dollar 
Entrepreneurship Competition” organized by HKUST, 
one-fifth are existing business school students.
Originally an initiative to nurture entrepreneurs at 
HKUST, the competition has grown into a regional 
contest to cultivate entrepreneurial spirit and promote 
the cross-border exchange of ideas. It was first 
extended to Beijing, Guangzhou, Shenzhen and Macau 
last year. This year has seen not only an increase in 
scale, with over 900 participating teams comprising 
students, startups and professionals from the region, 
but also an enhanced quality of submitted proposals 
and depth of market traction.

Eighteen winning teams from five regions competed in 
the Grand Final at the HKUST Fok Ying Tung Research 
Institute in Nansha, Guangzhou, in mid-August. Each 
presentation was followed by a 60-second elevator 
pitch which demonstrated the teams’ remarkable 
talent and captured the hearts of the audience. The 
“Industrial Visual Intelligence System” team eventually 
took the first place, winning a cash prize of HK$500,000 
by producing a groundbreaking visual control solution 
to enhance visual perception and decision-making in 
industrial robots. 

Winners of the competition can use the cash prize as 
seed money to further commercialize their inventions, 
turning ideas into a manufacturable and marketable 
form.

When business meets technology

This year’s competition attracted hundreds of 
entrepreneurial projects covering a wide spectrum 
of arenas including internet technologies, artificial 
intelligence, biomedicine, education and environmental 
protection and business model innovation. Business 
technology has become a dominant topic, with an 
increasing number of business students joining the 
competition. Of the 266 participants in Hong Kong, 53 
were business school students. Some of them formed 
teams with students from other schools to capitalize on 
skills across different fields.

Of all the business technology ideas raised in the 
competition, Clare.AI’s “White-label Chatbot” stood 
out from others. It won first runner-up in the Hong 
Kong competition, followed by a merit prize in the 
Grand Final. “Based on natural language processing, 
our robot system helps banking and financial institutes 
handle client enquiries through online chat-box 
communication,” says Bianca Ho, Co-founder of Clare AI.

Beijing Finalist: Cui Jianxun, CEO of Flance NanoTechnologyHong Kong Finalist: Bianca Ho (first left), Co-founder of Clare.AI



Beijing Final receives strong support from the HKUST EMBA 
North China Alumni Association
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A graduate in Global Business (GBUS) from the HKUST 
Business School in 2011, Ho founded Clare.AI last year 
with Ken Yeung who received a computer science 
degree from HKUST in 2005. “Innovation happens 
when you mix technology and business,” Ho says, 
recalling how she partnered with Yeung to bridge the 
two worlds and put artificial intelligence into business 
applications.

“Advance in business technology provides more 
powerful and less expensive options to keep companies 
ahead in a competitive marketplace,” says Ho. “Boring, 
repetitive tasks are automated by machine, enabling 
companies to reduce employee turnover and increase 
talent retention. Machine-based operation also 
boosts the transparency of client behaviour, enabling 
companies to track non-complaint cases and identify 
customer preferences and market trends through 
statistical analytics.”

Ho also describes the competition as an integrative 
learning platform generating extraordinary business 
values. “The adjudication panel was composed of real 
investors who shared lots of valuable opinions and 
feedback with us. Apart from receiving a cash prize, we 
also got the opportunity to talk to potential investors 
about the long-term development of Clare.AI. It is such 
a rewarding experience,” adds Ho.

Caring about the greater good

Equally exciting and inspirational was the competition’s 
Beijing region final. Held on 2 July, and hosted 
by the HKUST Business School mainland office, 
with strong support from the HKUST EMBA North 
China Alumni Association and “170 Start-up”, the 
competition attracted numerous innovative projects 
of immense potential. The first prize went to Flance 
NanoTechnology who have produced an innovative 

high-purity nanomaterial preparation and industrial 
application. The team also won the ticket to the Grand 
Final, where they notched the third prize .

According to Cui Jianxun, CEO of Flance 
NanoTechnology, the company has developed the 
world’s first nanomachine entering industry grade 
stable and mass production, which has to date obtained 
18 national patents. The machine can produce a 
thousand types of high-precision, high-purity and cost-
effective metal nanomaterials. More importantly, the 
production process achieves zero pollution and over 95 
per cent of resource utilization.

“It’s a great competition organized by the HKUST,” says 
Cui. “Hopefully, I will have a chance to study for an 
Executive MBA at the university in the near future.”
The great thing about the One Million Dollar 
Entrepreneurship Competition is that it not only 
provides a platform for creative and committed 
entrepreneurs to realize their business ambitions and 
dreams, but also encourages a culture of corporate 
social responsibility and innovation, something which 
distinguishes a leader from a follower.

According to Ms Gao Jing, President of HKUST EMBA 
North China Alumni Association and Director of 170 
Startup, the competition has provided a very good 
platform for creative entrepreneurs worldwide to 
realize their business dreams.

The best way to predict the future is to invent it. Going 
well beyond what other competitions offer, HKUST’s 
One Million Dollar Entrepreneurship Competition 
brings forth a mission to answer business challenges 
through technological innovations, paving the way for a 
better future for mankind.

Grand Final winner receives the prize presented by Professor Shyy 
Wei, Executive Vice-President and Provost of HKUST
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Awards Recognize 
Teaching Excellence
Since the primary mission of the HKUST Business School is to advance 
learning through teaching and research, those involved are always keen to 
celebrate the success of faculty members. 

Therefore, in 2016, Milind Rao, Professor of Business 
Practice in the Department of Economics and Garvin 
Percy Dias, Associate Professor of Business Education 
in the Department of Information Systems, Business 
Statistics and Operations Management (ISOM), were 
formally recognized with separate awards for teaching 
excellence. 

An ability to read his students’ faces

The Michael G Gale Medal for Distinguished Teaching 
at HKUST is awarded each year to the faculty member 
who best exemplifies continued pursuit of excellence, 
devotion to teaching, and the ability to inspire and 
motivate others.

In teaching undergraduate information systems majors, 
as well as elective courses for MSc and MBA students, 
Professor Dias has a track record that made him a 
worthy winner of the 2016 medal. More recently, he 
was a finalist of the HKUST for the University Grants 
Committee (UGC) Teaching Award, competing for a 
teaching award that honors faculty in Hong Kong who 
excel in teaching in the UGC sector. Actually, he was 
the first from the Business School and the third in the 
HKUST named a finalist in this prestigious award.

Among other accolades, he has been the only faculty 
who won the School of Business and Management’s 
Franklin Prize for Teaching Excellence four times, and 
featured twice in the annual university-wide student 
poll for the Best Ten Lecturers. Teams he coached won 
the first two annual case competitions held by the China 
Hong Kong Chapter of the Information Systems Audit 
and Control Association, while one of Professor Dias’s 
students outscored practicing professionals to rank 
world number one in the 2015 Certified Information 
Systems Auditor exams and the first in Greater China.  

“As educators, what makes us happiest is seeing our 
students achieve their best possible level,” he says. 

“Over the last eight years, I have taught 58 course 
sections and my average teaching rating is 93.2 - that is 
the overall instructor mark as rated by the students.” 

Professor Dias is also quick to credit the support he 
gets from the Business School. “I feel very comfortable 
with the culture at HKUST and my colleagues here are 
wonderful,” he says.

He demonstrates his care about teaching excellence as 
being the Founding Chairman of the School’s Quality 
Assurance Committee and Director for the Center for 
Business Education.

Also thank for his unwavering efforts made in 
promoting IT governance, HKUST Business School 
was chosen the “Merit Award” recipient for the first 
IT Governance Achievement Awards (Public Sector) 
organized by the Information Systems Audit and 
Control Association (China HK Chapter), supported 
by the Innovation and Technology Bureau of HKSAR 
Government.

Professor Dias notes that educators have to go through 
their own learning process when it comes to developing 
their skills. 

“As our students often have no work experience, it 
can be difficult for them to understand the concepts. 
I realized the best way to teach would be by creating 
real-life examples. So, for every concept I teach, I come 
up with a simple story to explain it.”

Professor Dias has also developed an ability to read his 
students’ faces to see if they have grasped what he is 
teaching, and he is willing to make himself available to 
help anyone having difficulties.

“I want 100 per cent of my class to understand 
everything,” he says.
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The fact that his efforts on the CEMS program weren’t 
the only HKUST contribution to be recognized also 
meant a lot to him. 

“It was especially gratifying that the school and the 
people in the program office also won. The latter really 
deserve recognition, particularly when you compare 
the size of our office with those in some of the schools 
in North America and Europe.”

HKUST Business School was the first in Asia to be 
named CEMS School of the Year – in only the third year 
it had participated. 

Professor Rao also wants to acknowledge the 
contribution of Chris Tsang, currently Executive 
Director (School Administration), who first encouraged 
him to teach a CEMS course.

“This is part of the spirit of HKUST Business 
School,” he says. “Chris is not on the official list of 
acknowledgements, but people like that just think of 
the overall program.”

Professor Rao first came to HKUST in 2003 and, he has 
seen a continual rise in the expectations that students - 
have of their professors. From his own perspective, he 
can point to three key qualities a good teacher should 
possess.

“First, some degree of empathy with the students - to 
understand where your audience is coming from, what 
they are interested in, and the ways you can get them 
interested in the topic you are teaching,” he says. 

“The second is clear presentation skills. And the third 
is the respect you show for your students. I want my 
classes to be an environment in which the learning goes 
both ways.”

A course that won “audience vote”

Both Professor Rao and the school were praised 
in particular for their roles in the CEMS Master’s in 
International Management program, a collaborated 
degree delivered by a global alliance of 30 leading 
business schools from around the world.

More than 1,200 of the program’s postgraduate 
students selected the HKUST Business School as the 
CEMS School of the Year. And the elective course in 
global macroeconomics, taught for the first time by 
Professor Rao, was named as one of the three CEMS 
Courses of the Year.

“I didn’t even know there was an award, or that I was 
up for it,” Professor Rao says. What made it even 
more pleasing, he notes, was that his course won 
the “audience vote”, rather than being picked by the 
program administrators.

“I think my colleagues would agree that, hands down, 
an award given by students means a lot more.”

With a good mix of students from across the globe, 
Professor Rao greatly enjoyed his CEMS teaching. He 
found the questions raised were very thoughtful and 
some of the challenging choices made by students 
were quite surprising. He had assumed that, given a 
choice, most students would want to focus on markets 
they knew well. 

“What I found interesting was that the Europeans 
wanted to work on China-related topics and vice versa,” 
he says. 






