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4 Mastering Enterprise

Understanding what
motivates foreign direct
investment in general, and
Thomas Fung in particular,
are keys to understanding
Fairchild's success.

Thomas Fung's recipe for success: Adapt managerial practices o new environments

Reaching across two cultures

BY CHARLENE ZIETSMA, GRACE WONG &
ILAN B. VERTINSKY

Fairchild Holdings is an outstanding example of a
successful Asian business in Canada. It has effective-
ly bridged cultural differences, adapting the best of
Hong Kong know-how to the Canadian environment.

President and founder Thomas Fung’s business
card reads: “The spirit of enterprise,” and he is truly
a master of enterprise. Founded in 1984, Fairchild
has four portfolios of operations. The media group in-
cludes a magazine and ethnic television and radio sta-
tions across Canada. The development group was re-
sponsible in 1990 for North America’s largest
Asian-themed enclosed mall along with other com-
mercial and residential properties in British Colum-
bia and Ontario. The retail portfolio includes bak-
eries, postal outlets, an interior design business and a
Japanese restaurant. The fourth venture, a pharma-
ceutical company, is a partnership with one of China’s
largest privately held businesses, the Stone Group.

Fairchild’s ties to Asia are strong. Many of its op-
erations have involved investments by silent Asian
partners. Thus Fairchild acts as a conduit of foreign
direct ‘investment. For a Canadian business that’s
just 14 years old, Fairchild is amazingly successful.

‘Why has the company succeeded when so many
Asian investors have lost money in Canada? And
why is Fung, whose family connections virtually
guarantee him a life of wealth and success in Hong
Kong, playing in our backyard? An understanding of
what motivates foreign direct investment in general
and what motivates Fung in particular are the keys
to understanding Fairchild’s success.

There are typically huge barriers to foreign direct
investment caused by difficulties in adapting to the
local culture and business environment. Internation-
al business lore is littered with examples of firms
that have done this poorly and lost their shirts. How-
ever, FDI is likely to take place when advantages of
the host location combine favorably with the in-
vestor’s assets (both tangible and intangible), partic-
ularly when these assets are difficult to sell in the
market at acceptable levels of risk. Know-how and
relationship assets fall into this category.

Hong Kong investor assets often include access to
substantial amounts of capital through specialized
family and interpersonal networks based on trust.
These networks can operate very quickly and pro-
vide the flexibility to capitalize on investment oppor-

tunities before the rest of the market. But trust can-
not be bought and sold, and these networks are
highly resistant to outsider access. Furthermore,
many Hong Kong investors have ample capital, only
a small portion of which is invested in a particular
overseas market. If necessary, this capital can be pa-
tient. Long-term land holdings paid big dividends
over time in Hong Kong, and it is a lesson these in-
vestors have not forgotten.

Hong Kong investors also bring knowledge assets
— vparticularly, some of the best entrepreneurial
skills in the world. The hectic pace of business and
vibrant market in Hong Kong breeds a tolerance for

- risk, skill at recognizing opportunities, and a capa-

bility for fast action, which may be unrivaled in the
world. Again, these skills are not easily sold in the
market — they require the entrepreneur’s personal
involvement. A 1995 Industry Canada report sug-
gests FDI is much more potent relative to domestic
investment because foreign investors come not only
with capital but also with management expertise,
technology and other advantages.

Why do these investors come to Canada? In
Fung’s view, Canada (and particularly Vancouver)
has a number of geographical advantages that make
it attractive to Asian immigrants. Canadian immigra-
tion policy favors the wealthy and hxghly skilled,
making an affluent consumer market among immi-
grants more easy to achieve. The multiculturalism
policy and education system create an open-minded
envu'onment, with less discrimination toward Asians
than exists in any of the other countries that are pop-
ular among immigrants. Finally, Canada does not
have a compulsory military draft policy.

“The old-timers joke that, if you move to the U.S,,
some day you will get drafted to fight China,” Fung
says with a

‘While most Asian immigrants to North America in
the early 1980s were either conducting their business
out of Hong Kong or establishing North American
businesses in San Francisco, New York, Los Angeles
and Toronto, Fung chose Vancouver. He knew the
same attributes that attracted him to Vancouver would
continue to attract other affluent Asian immigrants: the
mild climate, low risk of natural disasters, proximity to
Asia by air and wonderful living environment. “It’s like

len,” he says. “Skiing, fishing, golfing and a low
crime rate.” At that time, land prices in Vancouver
were also quite low compared with Hong Kong, and

land ownership holds a special attraction for Hong
Kong natives. These things contributed to a growing
and profitable Asian market in Vancouver, which was
naturally protected for Asian entrepreneurs since it
would be difficult for locals to serve.

While geographical advantages and investor asset
profiles can predict the incidence of foreign direct in-
vestment, they do not explain how successful that in-
vestment is. The ability to become a master of enter-
prise depends on managerial and strategic skills.
Both strategy and management must be adapted to
meet the new environment and bypass or overcome
cultural barriers. We examine Fairchild in more
depth to understand how one firm’s strategy and
management paid off financially.

The man and his compan

Fairchild Holdings is the creation of Thomas Fung.
Fung is a master builder of relational and financial
bridges that span Asian and Canadian cultures. The
bridge foundations are built on trust and reputation.
The traffic is money and information, and his
bridges are busy places.

Fung’s ability to be an effective cultural bridge
stems from his experiences in two cultures. Thomas
moved to Vancouver with his family from Hong Kong
in 1967 as a high school student. He completed a de-
gree in econontics and became a ian. During
this time, however, his family’s business interests did
not include direct investments in Canada. In 1974,
Thomas returned to Hong Kong, to learn the “family
business,” a merchant banking empire with multimil-
lion-dollar investments around the globe. He loved
Vancouver, however, and often spent long weekends
there, maintaining his Canadian connection.

Returning to Hong Kong was a cultural shock.
Fung, who admits he did not think at all about busi-
ness before going back to Hong Kong, was suddenly
immersed in the hectic pace of one of Hong Kong’s
most influential families. Seven days a week, for two
to three lunches and dinners each day, he attended
social functions. At first, he disliked them. Once he
understood their purpose, however, he began to en-
joy them. “Meals are not for eating,” he told us em-
phatically. “They are for promoting yourself for future
deals, or for obtaining information that is useful.”

The meal is a prominent feature of his business to-
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