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By exploring the values of modern China's
'fortune heroes', we hope to shed light upon
the origin of their qualities for wealth and pro-
vide benchmarks against which people can
measure their own success.
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Handing-down values

through the Generations

> | Rupert Hoogewerf
Founder and Compiler of the China Rich List
as published in Forbes Global Magazine for
the past four years
12 January 2003, Shanghai

Parents want the best for their children. They want to pass
on values for life and give them the opportunities that were
not available to them. 'Fortune Genes' is a book based on
first-hand interviews with some twenty of the 'fortune he-
roes' of modern China, in which these entrepreneurs talk
about their own education and the way they, in turn, have
chosen to educate their children. Society sees these entre-
preneurs as being able to offer their children the best pos-
sible opportunities, but - precisely because they are 'fortune
heroes' - they face unique challenges that other parents do

not face.

We have split our book into two parts. The first part looks
at the education our entrepreneurs had and the people they
looked up to when they were young. We set out some of the factors
showing 'what kind of seeds grow into trees', what set them apart from
other people trying to build their business. At the end of the first part, we
analyze the influences of six people they cited as role models: Mao
Zedong, Deng Xiaoping, Li Ka-shing, Rong Yiren, Panasonic's Konosuke
Matsushita and Bill Gates.
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The second part offers fifteen pieces of advice from
the entrepreneurs to their children. These pieces
of advice ranges from practical issues, such as
pocket money and smoking, to more general issues,
such as how to bring out the best in their children,
giving them a free hand to decide their own future,
preventing them from growing up spoilt and al-
lowing them to learn from their own business

mistakes.

'Fortune Genes' is a book that sheds light on how
the 'fortune heroes' of modern China grew up, and how they, in turn, bring
up their own children. It is a story of how one generation outdoes and

lives up to the expectations of the last.

‘Three generations’

There is a popular Chinese saying that "Wealth will not stay within a fam-
ily for more than three generations'. The notion is that wealth is created by
the first generation, maintained by the second but spent by the third. Our
entrepreneurs are part of the generation that created their own wealth, born
- for the most part - into poor families. This contrasts with the UK and
US, where a quarter or more of the people, on their countries' respective
Rich Lists, inherited their wealth.

The children have to decide, in most cases, whether to follow in their
parents' footsteps and take on their business. They have to learn the ropes.
Family-owned businesses often have enviable strengths: long-term
relationships, a reputation for quality work, aggressive reinvestment, and
high stakeholder loyalty.

The handing down of a business to the next generation brings with it many

challenges. Do these children have the 'hunger' to take on their parents'
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business and grow it? Can they cope with the responsibility this wealth
entails? In Europe and the US, where family-owned companies play a
significant role in the economy, this handover resulted in many family-
owned businesses to go bust or be sold out to larger corporations. Germany,
for example, faced this crisis during the 1980s, when the first generation
of entrepreneurs after the Second World War started handing over their
businesses to the next generation, the generation that did not create the
wealth. Hong Kong, Taiwan, South Korea and Singapore are currently
facing that same problem. Will one of Li Ka-shing's sons, for example,
take over the business and, more to the point, will they be able to run it as

well as or even outdo their father?

The issue of whether to hand over their business to one of their children
will have to be faced by at least a third of the entrepreneurs on the China
Rich List, since a third have family-owned businesses. There is still time.
The average age of our entrepreneurs in the 2002 China Rich List is only
46 years. Their children are not yet old cnough to take over their parents'
business. But the preparation has already begun. Many have sent their
children to schools and universities overseas, especially English-speaking
countries, to 'broaden their horizons' and 'see the world'. On last year's
China Rich List, only three entrepreneurs speak passable English, in stark
contrast with many of their children, who often speak perfect English.

China's history of private wealth is short, especially when compared with
Europe. The challenge for some of these wealthiest families is the preser-
vation of wealth. In the case of the richest person in the UK, wealth has
stayed within his family for more than twenty generations (assuming a
generation to be twenty years), much more than the proverbial three
generations. According to the Sunday Times newspaper last year, the richest
person in the UK is the Duke of Westminster, who inherited a large parcel
of prime land in one of London's most sought-after districts. This land has

been handed down in the family through the generations, ever since 1677,




and makes him richer today than the Queen. The onus on the current Duke
of Westminster is the stewardship of the family estates, rather than the

creation of new wealth.

Confucius, he say

Education, Confucius. Confucius, Education. In China, it is difficult to
talk about the one without the other. Confucius' legacy has been to instill a
passion for learning into the hearts of many Chinese. For many of our
entrepreneurs, the concept of a lifetime's learning has played a key part in

the development of their business.

This has not always been the case in China's modern history. The Cultural
Revolution, for example, interrupted some 80 of the China Rich List's
education, ranging from a one-year delay to or cutting short of their
schooling, to a full-scale disruption of their teenage education. The people
that were most affected include those aged ten or so in 1966, the average

age of the entrepreneurs on the China Rich List.

From the interviews with our entrepreneurs, it becomes clear
that passing on values plays a more important part than eco-
nomic wealth. Values are the benchmark against which
success can be measured. Money brings responsibilities
that some children may not want or cannot manage. In a
fast-changing economy, economic wealth can be lost
tomorrow, but values instilled in a child should last a

lifetime.

Probably the best place in the world for the
study of entrepreneurship

China is one of the most exciting places in the world to

T N S W W G W W W W W — Y W W - — -

e —



study entrepreneurship and its effect on the economy and society. Where
else in the world is the private sector still in its first generation of
entrepreneurs? | can feel this entrepreneurial spirit exploding around me.
So many people are looking to take advantage of the opportunities around
them, to improve their lifestyle. During the course of my research, I have
often asked entrepreneurs what they expect of their children, and whether
they intend to pass on their fortune. Bill Gates, for example, has publicly
announced that he will only bequeath his childrén a fraction of his wealth:
US $10 million each. He states that he wants his children to make their
own lives and not feel bound to continue in the business he created. This
'handing back’ of the wealth he created to society has gained him many
people's respect. Most of the entrepreneurs I have met in China are either
too young or feel their business is too immature to have given much thought
to this. With practically no living history in Mainland China of passing
economic wealth onto the next generation and still no estate or inheritance
tax to add to the pressure to make an early decision, this is a work in
process.

There is a thirst for further education, which is being satisfied by the growing
number of EMBA schools opening up in China. Not only does the cama-
raderie generated at these conferences and EMBA schools help them ex-
pand their business horizons, but it also creates a unique 'entrepreneurial
spirit' to China. Nowhere was this more obvious than China's IT sector in
the late nineties. These high-profile entrepreneurs were constantly attend-
ing conferences and working together to help build a new industry.

Book series
'Fortune Genes' is the fourth book in our series on entrepreneurs and entre-
preneurship in China. Our first book sets out, in a simple dictionary-style

format, some of the basic facts relating to Mainland China's 100 wealthi-




est entrepreneurs, together with a description of the evolution of the
China Rich List, as published for the last four years in Forbes Global
magazine. Our second book, 'Qualities for Wealth' sets out ten charac-
teristics that make up a successful entrepreneur. Our third book 'Key
Moments in Wealth Creation' highlights the critical turning points for
our entrepreneurs, who describe when these moments arose and the fac-
tors that influenced their decision-making. The purpose of this book
series is to go beyond the China Rich List and start to dig out trends and

ideas that come out of it.

'Fortune Genes' gives a unique insight into the education of some of
China's top entrepreneurs and the challenges these entrepreneurs face in
educating, in turn, their own children. It highlights the differences be-
tween values and economic wealth. I hope that people reading this book,
will come away with a better understanding of what makes a person
truly wealthy and will explore further the benchmarks against which to

measure their own success.

Thank you

Just as with the China Rich List, this book is not one person's work.
There have been many people involved in the production of this book
and the rest of the series. I would especially like to thank Lily Chen
Bing and Anita Yan Jing, who polished up and put the finishing touches
to the articles with great flair, and the top-notch journalists, who inter-
viewed the entrepreneurs on our behalf. The journalists include Yuan
Hongming, Zheng Zuoshi, Guo Huailiang, Zhang Guozheng, Liu Li,
Chen Bing, Huang Na, Liu Chang, Su Xiaohe, Xie Dan, Xue Weizhong,
Yu Yong, Yuan Weidong, Zhan Zhengkai and Zhang Xin. There was
also much behind-the-scenes work by Lily Chen Bing, Linda Cen Liying
and James Ding Jian. This book would not have been possible without

these people.

Finally, I would like to thank my wife, who has supported me in this

project, despite us only getting married in August last year.
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