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By highlighting the critical turning points for some
of Mainland China's top entrepreneurs, we hope
to give people the wisdom and power to meet their
own key moments for wealth creation with con-
fidence. To make the right choice.
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—— #fi (Rupert Hoogewerf)
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Eight Turning Points for

China's Entrepreneurs

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

Ertunes can be won and lost in a moment. We can have had all
the preparation in the world, and then ... bang! The moment is
suddenly upon us. We have to make a decision and live with the

consequences.

'Key Moments in Wealth Creation' highlights the critical turning
points for some of today's most successful entrepreneurs in
Mainland China, entrepreneurs that made the 2002 China Rich
List, published in Forbes magazine. In this book, the entrepreneurs
describe when these moments arose and the factors that influenced

their decision-making. Our China case studies are from first-hand

sources, commissioned by us to be written by top journalists from

around the country.

'Key Moments in Wealth Creation' is the third book in our series on entrepreneurs
and entrepreneurship in China. Our first book sets out, in a simple dictionary-style
format, some of the basic facts relating to Mainland China's 100 wealthiest
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 characteristics that make up a successful

entrepreneur. The purpose of this book series is to go beyond the China Rich List
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and start to dig out trends and ideas that come out of
it.

We have designed our book series for people who are
thinking of or who have already set out with their own

business, with a view to creating their own wealth.

Turning Points in life

A turning point in life arises. Are we properly prepared
to make the choice? Is it the beginning or end of a
relationship or job? The decision to go it alone? Which
city to live in? Which subject to read at which
university? Do we have the judgment, confidence and
clear-headedness to make the correct choice? Are our decisions hampered by time
pressure, lack of full information or fear of letting people down? Sometimes the
risks we take fail and we have to live with the consequences. Either way, the decision

will affect our future.

In my case, three key moments presented themselves that contributed to my work
today. With hindsight, I realize the significance of these moments. At 19 years, I
made the fateful decision to read Chinese at the University of Durham. The options
included German and French, languages that I had been studying for ten years, or
even Japanese, a language I had just started learning, after spending a year there. At
the time of making the choice to learn Chinese, I could not speak a single word of

Chinese, not even 'nihao’. It was a gamble and one that I am proud that I undertook.

The next turning point was choosing my first job out of university: accountancy at
Arthur Andersen. This job gave me the opportunities to work in London for five

years and Shanghai for two years, and taught me analytical skills, later to become

ke R g R L L T S ——

tion — —



invaluable for compilation of the China Rich List. The third, at the end of 2000, was
the decision to leave Arthur Andersen to spend more time researching the China Rich

List. Each of these decisions heralded the beginning and end of an era.

Key Moments of a Business

In the business careers of many of Mainland China's most successful entrepreneurs,
there are four basic moments that mark the beginning of a new era in their business
development. The first is the accumulation of the initial capital for their main business,
raised step by step or by borrowings from friends, family, banks or other institutions.
The next is the expansion of the business from an area to the rest of the country. The
third is, generally, a listing, which marks a significant step in the development of a
private enterprise, when the entrepreneur becomes responsible to investors and has to
open their books to the public. The fourth is expansion overseas and taking a place
amongst the world beaters of the industry. Each era is a hurdle that brings with it risk

and opportunities.

The classic example is that of the Liu brothers from the Hope Group. They earned
their first capital by raising quails for their eggs in Sichuan province and, in 1991,
used it to invest into animal feed, first in Sichuan and then expanding across the country.
Now, both Liu Yonghao and Liu Yongxing are looking to expand to other markets.
Another example is Huang Guangyu's Guomei chain, which started in Beijing in the
carly nineties and today has expanded across the country. Last year, Huang managed

a backdoor listing on the Hong Kong main stock exchange.

Eight Models
In 'Key Moments in Wealth Creation' we have split these key moments into eight
models, grouping together trends that played an important part in the decision-making

of the entrepreneurs we interviewed.




At the end of each model, we have compared the Mainland
China examples with a case from abroad.

One trend that becomes apparent throughout these interviews
is that the entrepreneurs were rarely ever in a position of
choosing the perfect time to make that choice. Their
preparation was a combination of education, experience and
luck. Some entrepreneurs thought out their moves as in a game of chess, but for
the most, they had to follow their business instinct. Since many of these moments
took place some years ago and the average age of the entrepreneurs from the
China Rich List this year is only 46 years, this suggests that education and luck

may have played a greater part than experience.

1. Staying a Step Ahead. During the internet boom, pioneers may have had
the initial advantage but soon found strong competition from the companies
that improved upon their original idea. Amongst China's top private companies,
brand and size play key parts in their struggle first for survival and then market
dominance. An idea alone is not enough to sustain a business. For listed
companies, the first mover has an advantage of high valuations and cash

generation. Deciding to go ahead as the pioneer is a critical decision.

2. Starting out with a Helping Hand. A significant challenge for many of
China's entrepreneurs that I have met during the course of my research has been
the initial capital that set them on the road of their current business. A few early
entrepreneurs earned this capital step by step, but, in the majority of cases, outside
help is required, be it from family and friends, loans or venture capital. The

moment they commit to investing this capital is a key moment.
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3. Golden Partnerships. Of the entrepreneurs from the China Rich List, a third of
them are family businesses and have had the benefit of 'partners' from within the
family. The more heads, the more than can be done. Trust. Never underestimate the
importance of trust amongst partners. Several entrepreneurs [ have met have learnt
from the bitter experience of splitting up from their partners. Taking on and splitting

up from partners is a key moment.

4. Reacting to Government Policies. A stable business environment is fertile
ground for entrepreneurship, allowing entrepreneurs to plan ahead. As new government
policies come into play, entrepreneurs have to choose how to interpret the new policies

and react to them in such a way as to sustain their business.

5. Stepping into the Gap. Identifying and then acting upon opportunities requires
leadership, confidence and often speed. Many entrepreneurs can see the opportunities
ahead of them, but lack the capacity to step into the gap. A young business often has
to make the decision to 'put all its eggs into one basket' and make a leap to the next

stage.

6. Returnee Start-ups. Since the early nineties, returnees have been playing a
more and more important role in Mainland China's economy, bringing back with them,
in the words of Wu Ying, President of UTStarcom, “talent, technology, management
and capital”. The influence of the international Chinese community has also played a
key part in the development of Mainland China's economy. Their decision to return

to China is a critical one.

7. The Alternative Route. The US management book "First break all the rules'




makes the point, on the basis of 80,000 interviews with managers, that successful
managers have little in common other than that they do things their own way.
Amongst China's most successful entrepreneurs, there is a trend towards finding

the 'alternative route'.

8. Translating Knowledge to Money. In a market, which is becoming less
and less opaque, knowledge often makes the difference between success and failure.

The speed of reaction to new knowledge is critical.

This book will take you inside the minds of China's most successful entrepreneurs
at key moments of their busincss development. It is impossible to go down their
route again, but we can learn from the way they dealt with these moments.
Education, experience and luck play each play their part. I hope that after reading
this book, you will feel better prepared to take on key moments in your business

careers.

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 the top-notch journalists, who interviewed 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, Zhang Xin and Zhai
Yu. There was also much behind-the-scenes work by Lily Chen Bing, Linda Cen
Liying, James Ding Jian and Lu Xingming. 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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