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Reputations and careers hold great importance

The researchers collected more than 1,100 comment letters issued by the Shanghai

and Shenzhen stock exchanges from 2014 to 2017. Additionally, they also extracted
financial information related to related-party transactions from the China Stock Market
and Accounting Research Database, then collected information to measure independent
directors’ reputations from the Chinese Research Data Services Platform database. AlImost
half of the comment letters explicitly discuss issues about related-party transactions, and
90 per cent of the listed firms in the sample reported related-party transactions.

“We find that firms decrease their related-party transactions by 16.4 per cent after receiving
a related-party transaction comment letter,” says Professor Yang.

After measuring independent directors’ reputation and career concerns using media mentions,
number of directorships, age, and membership in the audit committee, the researchers

found that the reduction effect of comment letters becomes stronger when the independent
director has a higher reputation or career concerns. This result appears primarily in non-
business-related-party transactions, which means the transactions were not closely related to
the core business operations and, therefore, more likely to be for expropriation purposes.

As Chinese society places a high value on social image, the negative exposure from the
CSRC comment letters would also damage independent directors’ social reputations. Taken
together, when the comment letters increase regulatory risk and threaten their reputations
and career prospects, independent directors would be eager to confront controlling
shareholders and management. The study found that there is an increasing 10 per cent
chance that independent directors will either dissent or resign if the firms do not improve
after receiving related-party transaction comment letters.

“Playing friendly toward controlling shareholders becomes a lower priority to independent
directors when regulatory risk suddenly increases,” says Professor Yang. “Independent
directors worry about their reputation largely because it affects their career prospects, and
it could also impact their social image, friendships, or even the well-being of their family
members or those otherwise tightly connected to them.”

As related-party transactions often benefitted controlling shareholders significantly, penalties
must be stringent and intrusive to achieve the intended outcomes, potentially disrupting
business operations. The study suggests that public comment letters can trigger independent
directors to enhance their monitoring efforts. This offers valuable insights into the effectiveness
of public enforcement in limiting self-dealing activities, particularly in emerging markets.

Finally, to enhance the effectiveness of regulatory oversight and improve corporate
governance practices in firms, Professor Yang suggests “lay responsibility on specific
people, especially those who do not directly benefit from potential frauds but are involved
in the governance and monitoring process.”

Professor
George Yang

Professor George Yang is a

Professor of School of Accountancy
at CUHK Business School. He obtained
his BA and MA degrees from

Peking University and PhD degree
from Kellogg School of Management
of Northwestern University and

is a certified public accountant
(non-practicing) of China (CICPA).
Professor Yang has published
research articles in journals such

as the Accounting Review,
Management Science, and

the Review of Accounting Studies

and has been on the editorial board

of the Accounting Review since 2016.

He has broad research interests
related to various accounting
and finance issues driven by
agents’ economic incentives.

He is particularly interested in
topics on corporate governance,
information disclosure, financial

analysts and insider trading.
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istory has shown the instrumental role of family
businesses in the economy. A 2025 index from EY
shows that 500 global family businesses earn US$17.6 billion
annually, with 80 per cent yielding more than USS5 billion.
Many of them are headquartered in Asia, including
Hong Kong with household names like Jardine Matheson,
Sun Hung Kai Properties, Chow Tai Fook and the like.

It is natural to have family members in executive roles to ensure
the firms continue their legacy and identity. On the other hand,
family firms often hire professionals outside the family at top
management levels to sustain growth and remain competitive.

The firms’ success then depends on how well these family and
non-family managers collaborate, combining their unique skills and
perspectives to create a competitive edge.

Inevitably, hypothetical dividing lines or faultlines emerge between
the two that can impact company performance in various ways.
While these divisions can lead to conflicts and impair operations,
they can also enhance information sharing and positively affect the
firms’ earnings, like a double-edged sword. The question is, how far
can these lines affect the dynamics of family firms?

“While family and non-family managers collaborate as members of
the same team, they differ significantly in terms of family
affiliation, personal goals, and the treatment they receive from the
controlling family," says Dora Lau, Associate Professor (Teaching) in
the Department of Management at the Chinese University of
Hong Kong (CUHK) Business School.

To explore the implications of this division among Chinese family
firms, Professor Lau conducted a study titled Top management
team faultline size and family firm performance, in collaboration
with Li Wenwen of Sun Yat-Sen University, He Ai of South China
University of Technology and Li Xiaotong of Qingdao University of
Science and Technology. “The study found that large demographic
faultlines between family and non-family managers would benefit
firm performance,’ Professor Lau says.

Larger faultlines can be beneficial

The team analysed data from 262 family firms listed on the
Shanghai and Shenzhen stock markets from 2004 to 2010. They
identified a firm as family-owned if its ultimate owner is a family
or an individual. Firm performance was evaluated using return on
assets, a financial performance metric to assess how effectively

a company utilises its assets to generate profits. Meanwhile, the
faultline size was assessed based on demographic factors like age,
educational background, and gender.

A clear division inherently exists in the top management based on
whether the executives are family members or not. Greater disparities
in demographic characteristics between family and non-family
members indicate larger faultlines, and the bigger gaps between
the two are found to bring more benefits. Professor Lau and her

collaborators posit that this relationship stems from “dominance
complementarity” and “information and knowledge complementarity”.

Dominance complementarity refers to the power and status
differences between family and non-family managers. In the
context of family businesses, the controlling family often hires
professional managers to supplement the expertise and skills that
family managers may lack. However, there are clear-cut power and
status differences between them, with family managers typically
holding greater authority and influence.

“A well-defined power hierarchy allows the lower-status subgroup
to defer to the higher-status subgroup, facilitating faster
decision-making, clearer strategic direction, and more consistent
execution,” Professor Lau says. “Together, these dynamics
contribute to smoother and more efficient team operations.”

In information and knowledge complementarity, when a significant
faultline exists between family and non-family managers, their
distinct demographic characteristics and knowledge often

result in different ideas in decision-making. “As a result, the top
management teams will be aware of more issues, delve deeper into
these issues, and consequently arrive at more comprehensive and
creative strategic decisions,” she adds.

When faultlines become problems

Despite the potential benefits, certain factors can interfere with
the positive effects of faultline size. While non-family managers
tend to find power centralisation among family members
reasonable, experiencing unfair treatment from the controlling
family can lead to dissatisfaction. This dissonance, known as

AUDITOR

bifurcation bias, refers to a tendency to treat individuals differently based on whether
they are inside or outside the family.

“The bifurcation bias poses an identity threat for non-family managers, thus enhancing
dissatisfaction, inequity perceptions, or turnover intentions,” Professor Lau says. “As a
result, the subgroup of non-family managers might lack the willingness or motivation
to collaborate with family managers.”

Another mediating factor is the development of intermediate institutions, including
market intermediaries such as auditors and solicitors. In well-developed regions, these
intermediaries can facilitate communication between parties and provide essential
information for company growth, sometimes replacing non-family executives in
sharing external knowledge within families.

Therefore, in regions with poorly developed intermediary institutions, the
complementary information and knowledge from non-family managers could be
crucial for the performance of family businesses. “If market intermediaries are rare,
family firms could hardly find credible and sufficient information and knowledge
outside of the firms,” she adds.

Unbiased treatment is crucial

This research also highlights that the dynamics within top management teams in
family firms can vary significantly from those in non-family firms. Although it may
seem easier for family firms to hire professional managers with similar demographics
to reduce conflicts, Professor Lau proposes a different approach. She recommends
that these companies intentionally build top management teams with diverse and
complementary skillsets, backgrounds and experiences.

“Rather than prioritising similarity or loyalty, controlling families should focus on
recruiting professional managers who bring fresh perspectives and expertise that
complement the capabilities of family members,” she says.

Meanwhile, Professor Lau encourages family firms to provide unbiased treatment
toward non-family managers to cultivate commitment and foster collaboration. One
strategy is offering favourable treatment to non-family members, such as competitive
compensation packages.

Additionally, emphasising organisational identity over family characters by promoting a
shared vision and core values that transcend familial boundaries can boost team cohesion.
“Doing so can strengthen team collaboration, reduce identity-based tensions, and
enhance the commitment and motivation of non-family executives,” Professor Lau adds.

FAMILY BUSINESS
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The human edge

inthe Al era:

insights from a Gen Z

The recent launch of DeepSeek’s open-source Al models, alongside other democratised Al tools, has
intrigued, inspired and energised the world. Businesses can now leverage powerful Al to enhance
productivity without requiring substantial infrastructure investments or expensive licensing fees.
Likewise, individuals can augment their expertise at little to no cost. The potential impact of Al

on business performance is profound-even before DeepSeek’s release, Accenture reported that
organisations embracing Al-led processes achieved 2.4 times higher productivity and 2.5 times greater
revenue growth. As advanced Al becomes increasingly accessible, this trend is set to accelerate.

However, translating Al capabilities into tangible business value
remains challenging. A study by the Boston Consulting Group
found that seven in 10 implementation barriers stem from people
and processes, while technology issues account for about one-
fifth of challenges, and Al algorithms themselves cause merely
one-tenth of adoption problems. This distribution underscores
the critical role of human factors in Al adoption.

The Gen Z advantage: fusing traditions and innovations
Ivan Wong Man-yeung (GBS 2022) has witnessed this dynamic
firsthand. As a Gen-Z digital native, Al and digital technologies have
been integral to his life in his early university years.“From using GPT2
to assist with homework in the past to now deploying Al-powered
tools at work—such as delegating administrative tasks to ChatGPT
and using Al-powered code editors for software development-these
innovations have significantly expanded our capacity. They enable us
to focus on growth, productivity and higher-value work,” he explains.

Ivan has harnessed his digital fluency and business acumen to help
companies modernise their operations through technology. He
co-founded Flowclass, a startup that helps educational institutions
better manage students’ payments and communication processes,
and Flowtura, a web marketing agency designed to empower
businesses to tap into the digital economy.

However, while Gen-Z entrepreneurs like Ivan champion rapid
technological adoption, his experience with SMEs reveals a more
nuanced reality. “Many businesses are hesitant because Al cannot
yet fully automate critical processes. Tasks that require multiple
approvals, reviews and cross-departmental collaboration still
demand human oversight and accountability.” Additionally, many
SMEs lack the foundational digital infrastructure necessary for Al
implementation, and have to digitise their data before utilising Al
to its fullest.

“After working with over a hundred educational organisations
over the past two years, we realised that both businesses and the
economy need time to adapt.” lvan emphasises the importance
of identifying what works for companies and what does not,
educating organisations about technological opportunities and
providing targeted solutions that address unresolved business
pain points where technology can deliver tangible value.

The new competitive edge

Although Al and large language models have made a vast array
of knowledge and skills readily accessible-and generative Al
has simplified the creative process while streamlining complex
tasks-this technological progression simultaneously presents an
unexpected challenge for workforce development.
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He also advocates for the development of learning communities. [ .}!['“‘ il [ {

“For example, Taiwan and Thailand have a strong freelancing culture k -th r | d

that allows people to acquire new skills outside of work. Young B Ta
professionals form communities and discussion groups to share the 3

A |van’s startup helps educational institutions modernise their
operations through technology, aiming to bridge the gap
between digital natives and non-native generations.

As Al increasingly handles — and even automates — entry-level

tasks traditionally assigned to graduates and early-career workers,
companies are rethinking their hiring strategies for junior positions.
A Deloitte study suggests that this automation could reduce entry-
level job openings, limiting the on-the-job learning opportunities
essential for career growth. This raises a critical question: How will
the next generation gain the essential skills for career progression?

Ivan believes that rapid learning and continuous expertise
development have become crucial for staying competitive. “There
is always the possibility that Al will replace the work of lower-skilled
clerical workers. The shelf life of professional skills is also shrinking
due to technological disruption. The key is to stay ahead of the
curve-proactively positioning ourselves as users of the latest tools
rather than risking being replaced by them. Learning faster isn't just
about maintaining our competitive edge-it's also how we secure
our continuing relevance in the future of work.”

latest technical knowledge and industry trends, fostering mutual
growth. This is a pursuit that would benefit Hong Kong’s young
professionals.”

Education for the Al age

As Al rapidly reshapes the future of work and job roles, how should
education prepare the future generation? Beyond imparting hard
knowledge and technical skills, lvan believes it is equally important
to teach students how to learn independently, leverage emerging
technologies and maintain an open mindset.

“Foundational knowledge remains essential because we need

to evaluate what Al produces. For example, without technical
competency in web development or design, how can we evaluate
whether Al-generated codes or graphics meet the required
standards and are fit for purpose? Without understanding business
processes, how can we effectively implement automation that
truly meets operational needs? While Al enhances our capabilities
and offers powerful assistance, we must serve as discerning
gatekeepers.”

Given the pace of this ongoing technological evolution, the ability
to continuously learn and embrace change is just as crucial. “This
way, students can become lifelong learners, capable of navigating
and shaping technological change-wherever it may lead.”

Ultimately, Ivan believes success in the Al era hinges on uniquely
human soft skills: creativity, communication, teamwork, emotional
intelligence, ethical reasoning and a commitment to the welfare of
others. “By cultivating these fundamental human capabilities while
harnessing Al, we can create a future that enhances-rather than
replaces—our humanity.”

—
—
<« Intheeraof Al

revolution, lvan believes
that rapid learning

and continuous skill
development are crucial
for his generation to stay
competitive.
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“Hong Kong Iron Man”

Mark Mak (MBA 2011)
on the path to techanisation

lifelong enthusiast of Mobile Suit Gundam, Mark Mak (MBA 201 1) has dreamed since childhood of harnessing robotic
A power to protect the planet—a heroic vision that has propelled him toward a career in robotic innovation. Today, his
team has developed over 20 types of robots and holds more than 100 patents across fields as diverse as healthcare, education,
and property management. In early October 2024, this “Hong Kong Ironman” was honoured as one of the Ten Outstanding
Young Persons—a distinction that not only solidifies his commitment but fuels his ambition to build a technology brand

Hong Kong can truly call its own, inspiring the next generation to embrace the world of technology and innovation.

Robots enter everyday life to meet evolving needs

As founder of Roborn, headquartered in Cyberport, Mark has curated an impressive
array of robotics in his workspace. Among them are China’s first 5G motion-control
humanoid robot, medical robots adept at operating equipment within ICUs, and the
disinfection stationed in various isolation facilities. Once the realm of science fiction,
robots are now woven into the fabric of everyday life, fulfilling needs across sectors—
a concept Mark captures with the term “techanisation”.

“What | mean by ‘techanisation’is applying advanced technology across various
ecosystems to drive efficiency and productivity. Our goal is to develop robotic solutions
tailored to diverse industries rather than focusing on a single product within a single
sector,” Mark explains.

To understand the ecological needs of different industries, Mark first delved into the market
pain points of each sector. His goal was very clear: “All custom-designed robots should aim
to enhance productivity or protect human life safety” For instance, the intelligent robotic
system for vitality restoration training for the elderly that he developed can simulate
therapists providing diagnosis and rehabilitation training to patients through a contactless
— teleconsultation system, reducing the therapists' repetitive tasks.

Mark observes that the demand for robotics varies significantly by region. In Hong Kong,
there is a significant need for medical and healthcare robotics. Given the city’s
internationally acclaimed medical standards, many health-related devices are tested in
Hong Kondg first, providing a “seal of confidence” for eventual entry into other markets. )
In mainland China, robots find a stronghold in traditional high-risk industries; heavy industry il fif 0 i
operators deploy robots for remote high-voltage cable maintenance and confined-space gR
tasks, effectively reducing occupational hazards. In Europe, where labour costs are A

Since childhood, Mark has loved building robot
substantial, businesses increasingly rely on robots for labour-intensive tasks, especially in models, and his office display case today is filled

manufacturing and service industries, to bolster productivity. with his cherished Gundam collection.
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A Professor Larry Poon (right), whom Mark (left) met during his MBA
studies, becomes the investor of his company afterwards.

Never stop growing

In the wake of the pandemic, society has embraced a “new
normal”in which technology and robotics have become

ever more integral to daily life, unlocking fresh business
opportunities for Mark. However, thriving amid these
technological currents requires constant reflection and self-
improvement. Early in his career, he felt a gap in his business
management knowledge despite his tech-focused work. This led
him to pursue further studies at CUHK Business School, where
he connected with current business partners, including Eden Lu
(MBA 2011), and studied marketing with Professor Larry Poon.
“l am deeply grateful to CUHK Business School—not just for the
business insights but for the robust alumni network, which has

been instrumental in my entrepreneurial journey. Today, many of

my team members are CUHK alumni.”’

The theme for 2024's Ten Outstanding Young Persons Selection is
“Keep Striving", which Mark says resonates deeply with his own
philosophy. Reflecting on the award, he shares, “It serves as a

reminder to always review my path, both looking back and ahead.
I will keep equipping and bettering myself while considering how |
can contribute even more to society.”

Mark reflects on his upbringing in a modest environment. “But |
had a vision, and | pursued it with determination—that is what
truly matters.” He aspires to be a role model for the younger
generation, using his inventions to introduce them to top-tier
educational technology and to plant the seeds of innovation
within them. Deeply connected to his roots in Hong Kong, Mark
is driven by a desire to give back, setting his sights on creating
a home-grown tech brand that the city can take pride in. “It
could be my own brand, or | could be helping other local tech
brands make a name on the international stage—either would
be meaningful” Ultimately, his mission is to inspire others to
join the journey, strengthening Hong Kong'’s position as a global
innovation and technology hub.

First published in the CUHK Business School Alumni Website on 6 November
2024. This article is republished with permission from the School’s Alumni
Affairs and Development Office.

A Named one of 2024’ Ten Outstanding Young
Persons, Mark (right) shares that the experience
gave him a chance to reflect on his life and
consider how he can continue to grow and
contribute to society.

< As afather of two, Mark (centre) initially
hesitated to develop educational technology
robots, believing the technology could be
easily replaced. However, he shifted his
perspective upon recognising the potential to
inspire tech dreams in the next generation.
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Fuelling economic change with
leadership and creativity

CUHK Business School alumni exemplify leadership and
creativity by navigating dynamic industries around the
globe. Blending cultural insight and creative problem-
solving, they have demonstrated that adaptable,
forward-thinking approaches are essential in today’s
interconnected business landscape.

1 Could you briefly describe
Q your current job scope or
responsibilities?

Martin Sigmund (MBA 2010)

VP of Medium Power Transformers Europe —

Lead Factory Linz,
Siemens Energy Austria GmbH

Linz, Austria

My responsibilities encompass leading the Linz (Austria)
manufacturing plant, overseeing cluster functions, and managing
the two additional manufacturing plants located in Dresden
(Germany) and Trento (Italy). Our transformer products play a crucial
role in driving the global energy transition.

Ming Deng (1BBA 2012)

Principal,

Boston Consulting Group

Tokyo, Japan

My team specialises in advising principal investors and private
equity firms across the entire deal lifecycle — from market
assessment and due diligence to post-merger integration, strategic
direction, and exit planning. Additionally, | support corporate clients
in the formulation and execution of their in-house M&A strategies,
with a particular emphasis on the complexities of cross-border
transactions.

ALUMNI WHEREABOUTS

David Lim (HRE 2022)

Sales Executive,
JW Marriott Hotel Seoul

Seoul,
South Korea

| oversee sales operations and contract management of the public
sector business at the hotel. My role involves implementing
effective sales and marketing strategies to secure contracts and
executing revenue management plans to achieve quarterly and
annual budget targets, relying on strong coordination across
departments to ensure success.

2 Please describe your residing
location in three wordes.

Beautiful, relaxed, friendly. Linz, the third-largest city in Austria with
about 210,000 residents, is nestled among hills and bisected by the
Danube River. It seamlessly blends its role as an industrial hub with
a thriving cultural scene, creating a dynamic living environment.

| particularly enjoy inline speed skating and cycling along the
picturesque paths by the Danube River and the Mill Quarter.

Sophisticated, peaceful, organised. Tokyo embodies a sophisticated,
serene and meticulously organised essence. The city reveals its

true depth not merely through its celebrated cuisine, impeccable
services or natural beauty, but through the presence of profound
thinkers and individuals who call it home. A subtle delicacy and
tranquillity permeate life here — an understated richness that one
can appreciate only through the experience of this remarkable city.

Seoul, the vibrant capital of South Korea, is dynamic, modern, and
forward-thinking. It is renowned for its economic success, high
levels of education, numerous corporate headquarters, and world-
class digital infrastructure, all contributing to its status as a global
innovation hub.

3 Which industry do you see
Q as having strong business

potential in your residing
location and why?

Linz boasts a diverse and robust economic landscape, with
well-developed industries and technological innovation sectors,
underpinned by leading companies like Voestalpine AG in steel
and technology, Siemens Energy in transformers, KEBA AG in
automation, and Dynatrace in software intelligence. In addition to
these established companies, Linz is known for its vibrant startup
culture, further cementing its reputation as a hub for industrial and
technological growth.

Japan has embarked on a positive economic trajectory after decades
of stagnation, drawing a surge of investor interest. Professional
services — from consulting and financial advisory to real estate and
hospitality — are thriving, bolstered by this influx. Simultaneously,
Japan'’s traditionally robust sectors, such as precision manufacturing
and healthcare, continue to demonstrate their enduring strength in
this revitalised economic environment.

The hotel industry in Seoul is more vibrant than ever. Demand for
meetings, incentives, conferences and exhibitions (MICE) business
has surged, as local companies have resumed corporate events
with enthusiasm post-COVID. Additionally, the global popularity

of K-culture has attracted numerous international companies and
associations to choose Seoul as their event destination. This trend is
reflected in record-breaking revenue achievements at our property
since its opening.

4 What is the one thing you miss
the most during your studies at

CUHK Business School?

I loved my time studying in Hong Kong and being in Asia. One
thing | miss the most is the vibrant atmosphere and the unique
experiences the city offers. | look forward to returning, hiking
on Lamma Island, and enjoying its famous cuisine-a perfect
combination of nature and gastronomy.

| really miss the evenings by the pool, whether in quiet solitude

or in the easy company of friends, and the afternoons spent in the

main library, with the soft rhythm of rain outside. There is a certain
unparalleled beauty in the simplicity and freedom of student life. It
remains one of the most cherished periods in my life.

| fondly remember gathering with friends over sodas and drinks in
front of the Pavilion of Harmony at New Asia College, enjoying the
stunning view and relaxed atmosphere. | also miss hosting friends
in my dorm to cook together, simple moments that were deeply
cherished.

First published in the CUHK Business School Alumni Website on 5 November 2024 (Ming Deng), 6 January 2025 (Martin Sigmund) and 5 March 2025 (David Lim).
These articles are republished with permission from the School’s Alumni Affairs and Development Office.
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School news highlights
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CUHK POMS-HK International Conference fosters
global collaboration in operations management
CUHK Business School hosted the POMS-HK International
Conference 2025, bringing together more than 700 scholars from

around the world to explore the growing intersection of operations
management and Al.

— JAN

CUHK School of Hotel and Tourism Management
Networking Day 2025 fosters connections for
tomorrow’s leaders

The event brought together more than 300 students to meet 200
professionals from 60 leading companies in real estate, hospitality,
and hotel sectors, providing insights into emerging career trends.

— FEB

CUHK EMBA Alumnus Ricky Wong named
AACSB'’s Influential Leader

Ricky Wong (EMBA 2008), founder of HKTVmall, is named one
of the 2025 Influential Leaders of AACSB for his innovative
leadership and notable impact he brings to business. Ricky is
the first Hong Kong recipient of this prestigious award.
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CUHK Business School team wins HSBC-HKU
Hong Kong Business Case Competition 2025

Four CUHK Business School undergraduates took home the
championship at the HSBC-HKU Hong Kong Business Case
Competition 2025. The team demonstrated exceptional creativity
and analytical skills in tackling real-world business challenges.

— MAR

CUHK Business School partners with

Economist Impact to drive sustainability in Asia
CUHK Business School experts shared their research insights with

nearly 1,000 senior business and sustainability leaders at Economist
Impact’s Sustainability Week Asia in Bangkok.

— APR

CUHK Business School DBA Programme hosts
inaugural workshop and launches student association

The Doctor of Business Administration (Chinese) Programme
gathered three cohorts of students, along with professors from
CUHK Business School and Fudan University, for thought-provoking
dialogues in its inaugural thesis workshop and celebrated the launch
of its student association.

— APR

INDEX Symposium takes experiential learning
to new heights

The Industry Project-based Experiential Learning (INDEX)
Symposium, co-hosted by CUHK Business School and Singapore
Management University, brought together 40 global educators to
develop innovative approaches to business education.

— JUN

CUHK Business School Masters in Finance
Ranks 4t in Asia by Financial Times

CUHK Business School MSc in Finance is placed at 21 worldwide
and 4™ in Asia in the Financial Times Masters in Finance 2025 —
Pre-experience Programmes Ranking, up by four places from 2024.
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