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EDITOR’'S NOTE

Keys to a sustainable
multi-generational family business

ALMOST every culture has an aphorism that wealth does not
last three generations, but the Jebsen & Jessen Family Enterprise
happily defies that adage.

Heinrich Jessen, third generation scion, is chairman of Jebs-
en & Jessen South East Asia, one of
six independent units in the group.
The group was co-founded by his
grandfather and namesake, Heinrich
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Jessen, with his cousin Jacob Jebsen
in 1895.

Today, the family enterprise is
a global diversified operation with
tentacles in mining, manufacturing
and engineering, while still engaged in
the traditional trading business.

Financial prudence and the fore-
sight to climb up the value chain
beyond trading play key roles in the
business’ longevity. But the family
structure for succession is also surely
part of the equation. Family members
do not automatically inherit posi-
tions or shares in the group. Family
members who aspire to leadership
positions must demonstrate that they
are capable and willing to work for the group. Company shares
must be purchased.

Hence, as Mr Jessen said in an earlier published interview,
while there are around 300 family members among the Jebsen
and Jessen families, there are only three shareholders.

“It is usual in Asia and other parts of the world that the chil-
dren take over the business, and do so automatically. If you have
five children, all five get something. Our structure has served us
well... Every model has its pros and cons. What is important is to
have rules and those rules are well communicated,” says Mr Jessen.

This edition carries the theme of private banking, the busi-
ness of managing the wealth of the high net worth. Bankers oper-
ate in an enviable environment in Asia, thanks to rapid wealth
creation in countries such as China, where billionaires are report-
edly minted every other day. For our expert panellists, growth has
been robust particularly in 2017, bouyed by strong market returns
in addition to inflows.

But there are, of course, challenges. Citi Private Bank’s South
Asia Head, Jyrki Rauhio, sounds some notes of caution. The
market is roiled by the ongoing US/China trade battle; emerging
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market currencies have weakened, he points out. Still, he says he
is confident of achieving sustainable growth “by continuing to
focus on our clients”.

One bright spot, as highlighted in our Spotlight piece, is the
increasing take-up among private
clients of discretionary portfolio
services, where the management
of portfolios is handed over to an
asset manager. For clients, there are
a number of benefits. One is profes-
sional management, which should
take emotions out of the process.
Portfolios are also typically diversi-

Private Banking:

. fied and should outperform over the
Hitting the sweet spot

long run. And, there is the ability to
customise portfolios to one’s risk
appetite and preferences, subject to
an investment minimum.

Elsewhere in this edition, Julia
Leong and Kenneth Chia of PwC focus
on digital transformation, a buzzword
among private banks. Yet while this
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development is seen as an imperative,
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there are strategic risks and opportu-
nities in the process.

Withers KhattarWong’s Justin Yip and Lam Zhen Yu examine
the interest among high net worth individuals to step up as “white
knights” for troubled and insolvent companies. In the offshore
& marine sector, for instance, HNWIs have been willing to take
a punt. The investments may be a means to diversify a HNWI's
exposures, and they also pay a higher yield, albeit at a higher risk.

In Real Estate, Lee Nai Jia of Knight Frank looks into good
class bungalows, the most desirable of property investments.
Due to scarcity, average prices of GCBs have trended upwards
over time, despite the boom and bust cycles of the private hous-
ing market. Interest in GCBs is set to grow, he writes, thanks to
interest among the existing pool of ultra wealthy individuals and
the newly wealthy.

Meanwhile, Tara Loader Wilkinson takes us on a fascinat-
ing journey to Mongolia's Gobi Desert, where scientists in The
Explorer’s Club have unearthed bones from an ostrich-type dino-
saur and a turtle-like dinosaur — in addition to as many as 250 new
fossil locations.

We hope you enjoy this edition and wish you a rewarding
investment journey.

Genevieve Cua
Wealth, Editor
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Thriving beyond
three generations

At Jebsen & Jessen Family Enterprise, the children do not automatically
inherit positions or shareholding as they must prove their capabilities first

BY GENEVIEVE CUA
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EINRICH Jessen had decided as a
H youth that he did not want to join the

family business, the storied Jebsen
& Jessen Family Enterprise co-founded by his
grandfather in 1895. The business was started
by cousins Jacob Jebsen and Heinrich Jessen,
who built a thriving trading operation, plying
far-flung ports between Germany and China in
clippers and steamships. Today, Jebsen & Jessen
is a global conglomerate, and has expanded be-
yond trading into mining, manufacturing and
engineering, among others. It employs over 7,000
and has a turnover of roughly three billion euros
(S$4.8 billion).

The family has an unusual framework for
succession: Children do not automatically in-
herit positions or shareholding. They must show
that they are capable and willing. They must
work in the business in order to have sharehold-
ing. And, to ensure equity, the shares must be
purchased. But even with this framework, the
weight of expectation lay heavy on Mr Jessen
when he was young. “The expectation and hope
that the children would take over were definite-
ly there... When you're a teen, you want to try
things. I took the decision at that time — and it
wasn't to say, hold on, I want to do something
else and then I'll come back. It really was a deci-
sion that I didn’t want to be in the business. My
father was very disappointed.”

He is the sixth of seven children. The older
five had decided not to join the business.

R JESSEN decided on a career as a
tropical ecologist. It was while he
was working in a Papua New Guinea

rainforest as a research assistant that interest in
the business was sparked while reading a book
on the family. He realised that there was an envi-
ronmental role for him, as the group’s manufac-
turing activities created a substantial environ-
mental footprint.

“My father had begun the strategic move
in the 1970s for the group to move up the value
chain and pursue manufacturing and engineer-
ing. When I contemplated this in the mid-1990s,
we had environmental risks and impacts. We
were an industrial group, not just a trader.

“My conversation with my father was — since
we do have an impact, should we not have an
environmental programme? He was then smart
enough to engage in that conversation.”

Mr Jessen was roped into his first manage-
ment meeting to do a presentation. He decided
to pursue a master’s degree in industrial envi-
ronmental management, and joined the Jebsen
& Jessen South East Asia as the environmental,
health and safety officer in 1995.

“It was not just the environmental office I
was joining. I think I was aware of that. It was
a stepping stone. By that time I was willing and
happy to take the challenge.”

Today, Mr Jessen is chairman of Jebsen &
Jessen (SEA), one of six independent groups
in the global family enterprise. While he has
continued and intensified the trailblazing
work of his late father Arwed Peter Jessen, who
is credited with diversifying the business, he
has himself carved new paths, encouraging
more autonomy and entrepreneurialism, for

instance, and further deepening the environ-
mental commitment. Yet, he also continues a
discipline of financial prudence, instilled by
his father. The group is determinedly self-fi-
nanced, eschewing third-party capital such as
the initial public offer route.

“One of the key lessons from my father is to
never spend beyond your means, and don't rely
on other people’s money. There was a case in the
1930s, a big investment in railroads in China in
the previous generation. One of the partners de-
cided to make a big bet. It sounded good, and it
went horribly wrong. It relied on the generosity
and forgiveness of a third party that we got out of
it. We could have gone bankrupt.

“(The family) was prudent before that. But
this punched the message home. Never play
with other people’s money or beyond your
means. That was seminal. We do make invest-
ments — sometimes very bold ones and some go
horribly wrong. But they never kill the company.
In any investment we make, we ask the question
—if it goes completely wrong, what does it do to
therest of the group? If that’s a green light, we're
happy to go ahead.”

ITHIN the group, he encourages au-
tonomy among businesses, which
in turn fosters entrepreneurial

thinking and behaviour. There are seven busi-
ness units in Jebsen & Jessen SEA, including JJ-
Lapp Cable which makes and distributes cables
for automotive manufacturing; Jebsen & Jessen
Ingredients which distributes specialty chemi-
cals; and Jebsen & Jessen Packaging.

“The entrepreneurial spirit is partly his-
torically driven, and it comes from a trading
mentality. You need to fill your ship and go and
sell what you have... Because we're diversified
we don'’t pretend to know it all. We rely on the
judgement of people who are specialists in the
business units and countries we operate. That
autonomy is very attractive to a certain type of
manager. But the more corporate types are not
attracted. The balance is that with the autono-
my comes responsibility, and that includes the
responsibility to communicate.

“We need trust, dialogue and relationship
for it to work. We’ve had people who left us for
a big career move, and then come back because
they didn’t get the same autonomy to make de-
cisions. I think it’s almost self-fulfilling; it’s a
positive circle.”

HE group shuns the blame culture. “An
I investment decision often goes wrong.
The ones you see now are the ones that
went well. Part of the entrepreneurial culture is to
make mistakes and accept that sometimes things
go wrong. You may have made the proposal, and
I asked questions, but together we made the de-
cision to go ahead. We both have responsibility.
This helps people to be willing to take risks, in the
knowledge that the shareholders and manage-
ment are behind them.”

Going forward, Mr Jessen aims to drive the
group further up the value chain. An area of fo-
cus is Indonesia, South-east Asia’s most popu-
lous country. “We’ve been in Indonesia for a
long time, but always in a small way. We're put-
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“The entrepreneurial spirit is partly historically driven, and it comes
froma trading mentality. Youneed to fill your ship and go and sell what
you have... Because we're diversified we don’t pretend to know it all.”

HEINRICH JESSEN

ULTIMATE DESTINATION

(Clockwise from above)

Mr Jessen in Vietnam for the Meet
a Need programme; Mr Jessen
with staff in Myanmar for the
programme that supports non-
profits which set out to meet social
and/or environmental needs;

Mr Jessen in Crater Mountain.

ting a lot of emphasis there now.”

While the group is open to acquisitions, it
has also single-mindedly reduced or cut its pres-
ence in certain non-core businesses over the past
decade. “If we had this conversation 20 years ago,
we'd be looking at a much more diverse portfo-
lio. We started analysing where we were in our
markets — in some we were among the top three,
in others we were small and insignificant. We de-
cided that either we had to grow the businesses to
ameaningful position, or we get out.”

businesses where the group did not expect

to become a “meaningful” player. “If you're
not number one, two or three, you don’t attract
the best customers, the best technology part-
ners or the best people, and you have a vicious
negative cycle. Unless you have a special niche,
you stagnate.” For instance, it sold its medical
equipment distribution business in Malaysia
and Thailand, but retained it in Myanmar where
ithad leadership position.

On the environment, the Jebsen Group in
Greater China and Jebsen & Jessen SEA be-
came carbon neutral in 2011. This commitment
to carbon neutrality has now extended to the
rest of the family enterprise with varying tar-

I N SOME cases, this meant selling profitable
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get dates for completion. He adds: “Where the
economics makes sense we would like to reduce
our footprint internally. Energy prices in many
countries here are very low. To make an invest-
ment to reduce consumption, the investment is
so big and the payback in so many years that it’s
cheaper to offset. But energy prices are rising.”

In Vietnam, it is installing a biomass boiler
to reduce the carbon footprint of its packaging
business which uses coal.

UT the group isn’t only about work. Mr
B Jessen himself spearheaded a corporate

commitment to giving through a pro-
gramme Meet a Need, which gives notjust funds
but also personal time and effort from staff. The
programme supports non-profits which set out
to meet social and/or environmental needs.

Every year, two projects are selected based on
a tender process. Between 12 and 25 staffers get
to go, and they commit half their annual leave.
“Employees have to give something; it’s not a
tourist thing. It’s blood, sweat and tears, whether
it's cleaning up a beach or helping an orphanage.”

The efforts have become a way for staff from
diverse businesses and locations to mingle and
nurture friendships. Meanwhile, Mr Jessen has
a keen sense of stewardship. Wealth, he says, is
not an end in itself. “Wealth means the ability to
ensure the continuation of the company and the
business. While it is never an end in itself, the
pursuit of wealth is important to fund growth and
to help survive bad times.” On a personal note,
he says: “Wealth is health and the ability to fund
what you need for a meaningful life.”

To date, the group has defied the oft-repeated
trope that family businesses and wealth do not
last beyond the third generation. Says Mr Jessen:
“We’re just starting to engage the next generation.
There are two criteria — willingness and capabil-
ity. It only works when both are present. We're just
starting the process, a little late. My children are
young, but there are others who are ready age-
wise. There is also a little luck that comes in. So
far we've had that luck with us. Will we have it in
the future? You never quite know.”

There is a mechanism in the family govern-
ance structure where a non-family leadership
council may take over for a generation, in the situ-
ation of an untimely death or if no family member
steps up to lead the business.

He says the family’s succession structure
is one that is unusual even in Europe. “It has
served us well, but every model has its pros and
cons. What is important is to have rules, which
must be well communicated. The rules were
very clear for us when we grew up and we also
justhad a seminar for the next generation to tell
them about the rules. “And you have to stick by
the rules. Don’t bend them and say - this is my fa-
vourite son or daughter. It’s almost not so impor-
tant what the rules are as long as you follow them,
which we have done.”



