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1. Introduction

In the shipping industry family firms still playpgominent role. Some of these family firms
have been owned by the same family for three oergenerations. They have developed into
what we may call family dynasties. Why and how hthese family dynasties been able to
survive for several generations and continue tsigpeificant players in the shipping sector?

In this paper we will address this question throagiudy of family businesses in the
shipping industry of Norway. The shipping indugtas been characterized by large
investments and considerable financial risk, as agpervasive changes in technology and
markets over the last 150 years. As a result saamf changes have occurred in the structure
of enterprises and ownership within the industnyspite of these changes some of the most
prominent shipping firms have been able to continitk the same owner family at the helm
for several generations. In fact, the family dyressin the shipping industry seem to
contradict some of the main assumptions in previegsarch about the preconditions of
family business survival.

The paper will first present some theories in prasiresearch on challenges which are
claimed to be vital to the survival or failure anfily businesses. We will then discuss the
relevance of these theories for the shipping ingiubised upon historical accounts and other

data from four family firms within the industry.

2. Challenges facing family businesses
Among all the firms that are established in a pafér year only a minority continue to exist a
generation later. Most newly established busineaseshut down within the first five years.
Some firms nonetheless manage to be in operatioyefirs. A special set of cases are
family businesses which succeed to the next gena(aj. In previous literature it has been
shown that such family businesses face some umigaiéenges, se more below. Failing to
meet these challenges may lead to the ruin ofathmly business or that it has to be sold to
external owners. Managing them can be seen agegpisite for the survival of a family

dynasty.



In the following we discuss six challenges whickdheeceived particular attention in
previous research: (a) Decreasing interest and wanale among the inheritors of a family
business. (b) Risk aversion on the part of the lfaowners which result in inadequate
investments in innovation and reorganization. @ much emphasis upon guarding the
family’s control of the business. (d) Insufficieecruitment of competent leaders. (e)
Fragmentation of ownership and decision-making powth the owner family. (f) Dilution
of the family’s ownership position as the resulhaking to bring in external investors or

providers of new capital.

(a) Decreasing interest in the family business agnitve inheritors

A popular perception is that inheritors of familydinesses lack the motivation and work
morale which characterized the founder of the failsiness. As a result the family business
ends up in problems which frequently results irdgmise. “From clogs to clogs in three
generations” is a popular expression which catthiegperception. Among economic
historians this idea has been termed the “Budderiisreyndrome™?

In his seminal work on the emergence of manageaipitalism and the modern
corporation in United States Alfred Chandler usesvalar idea to explain why British
economy at the turn of the 20th century did not aganto keep up with the economic
development in USA. His explanation is that Britisins, mostly family owned, did not, as
their American competitors, invest in large scaledpiction and distribution, international
marketing and modern management. The reason fdaithee of the British enterprises to
make these investments was, according to Chanbd&rthe owner families were more
interested in securing for themselves a sufficielatige and stable income than in developing
their companies. As a result the profit of the bass was paid as dividends to the owners
instead of being invested in necessary innovatibasid Landes follows a similar line of

reasoning in his popularized book on the histasfeamous family dynasties.
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(b) Risk aversion

As Pramodita Sharma has emphasized, most ownelidahave a large share of their assets
placed in the family busine&sThis implies a concentration of financial risk. Bomic losses
in the family firm will accordingly hit the ownermmily harder than investors with a more
diversified portfolio of investments, which willdiice family owners to be cautious when
making new investments and reluctant to raise ldaAgefensive investment strategy may
prevent the family businesses from developing nemdycts, introducing new technology,
and moving into new markets. All of which will &ého weaken the firms’ ability to adjust to

changes in demand and endanger its survival asd@pé&ndent family businesses.

(c) Emphasis on control

It is asserted that owners of family businessed weaconcentrate all power in their own
hands and are unwilling to relinquish control topbmyed staff outside the family fold or to
external members of the board of the company. ®agon for this strong control orientation
may be that the owners derive a particular pleasane managing their firm. Another reason
is that the owners want to keep the business witt@rfamily. Many family owners describe
their business as a “baton” which they are oblig&tetake care of and transfer to the next
generation.

As a result of the emphasis on control the owndide reluctant to involve external
capital or the business may fail to attract commateembers for the board or the
management team, both of which may be detrimeattdd continued existence of the firm.

In contrast to the analysis of Chandler (cf. apWalliam Lazonick points to this
preference for control as the main reason why ttiesB family businesses failed to exploit
the new business opportunities that opened upeatth of the 26 century. In order to
protect their authority and avoid dependence uptereal creditors or shareholders, the
British owner families chose to limit expansion agrdwth. For the same reasons they refused
to enter into mergers with other companies. Becatiigeir penchant for control family

businesses are, according to P.L.Payne, “doomedhiain small in siz&.
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Against this background some scholars, followiagrie, have maintained that family
ownership is not viable in capital-intensive indigst. In capital demanding production there
is a continuous need for large investments whighfamily alone rarely can muster. It is
necessary to bring in external investors. Sinceesiammilies usually are reluctant to do this,
family ownership is more suitable within industriggh low capital intensity, as for instance
retail, hotels and restaurants, and productiomod f According to this line of reasoning

family ownership should face problems in a cagiénsive industry as shipping.

(d) Recruitment of sufficiently talented managers

In many family businesses the founder himself htthésposition as top manager or the top
manager is recruited from the owner family. Thisrusgment practice implies that CEO is
taken from a much more restricted pool of taleahtivhen the manager is recruited from the
general market for managers. According to Jamesrtan this situation generally leads to a
lower quality among owner-managers than among pstdaal managers, which may be
unfortunate for the success of the family owneah$if

(e) Fragmentation of ownership within the family
When a family business reaches the third generatwene can be a proliferation of owners.
There may be a number of grandchildren all havivgership shares in the family business.
These inheritors may have different desires, nesmtts concerns. Keeping a dynasty together
means keeping these many diverse people connextethanily and assuring that they have a
unified voice in the governance of the family firfthe dynastic family risk, however, that the
family shareholders want to go their separate veagsredeem all or part of their ownership.
The outcome may be that the family business i$ gplinto several independent business
units. Problems with accommodating the desireb®farious family members may also
cause the firm to go bankrupt.

In a pioneering study John Ward followed two hwadfamily businesses within
manufacturing from 1924 to 1984e had no information about those businessesésated
to exist in this period. Instead, he studied wheracterized those that still were “alive” in

1984. A noteworthy characteristic of these busiegsgas that they had systematically placed
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the ownership and/or management in the hands oharity of the family members. In this
way the family ensured that the active family ovener managers at any time had sufficient
decision-making power and discretion, even if thenber of family members increased

through the years.

(f) Dilution of the family ownership

Julian Franks, Colin Mayer and Stefano Rossi hawdiesd why the number of large family
businesses decreased in the British economy dthng®d" century®® Their main explanation
is that family ownership was diluted through equstyue related to acquisitions. Families
were able to retain control by occupying a disprtpoate number of seats on the board of
the firms. However, the rising importance of hastdkeovers and institutional shareholders
made it increasingly difficult for families to ma#in control. Potential targets among the
family controlled businesses attempted to proteetiselves through preferential shares and
strategic share blocks, but these defensive measgee gradually dismantled as a result of
opposition from institutional shareholders andltbadon Stock Exchange.

3. The Norwegian context
Norway is a small and open economy as witnessechpgrt and export ratios representing
30-40 percent of GNP through most of th& &d 28" centuries. Since the second half of the
19" century shipping has been a very important seesponsible for nearly half of the
Norway'’s foreign earnings and contributing aboup&@cent of her GNP by the middle of the
20" century. Until the era of spectacular oil explamatirom the 1970ies the merchant fleet
was a main object of national pride and an impadrsanrce of business and employment in
related industries. Internationally Norway has dstestly held a position among the top five
shipping nations since the 1870ies, controllingveein 4 and 8 percent of world merchant
tonnage. In short, shipping represents Norway'strsscessful private business seétor.
Private business in Norway has a dual structureth®mne hand there is a large
number of small, unlisted and geographically dispérfirms, the majority of them owned by
the founders or their families. On the other hdretd is a limited number of large, listed

enterprises with a more dispersed ownership. Thégsector has traditionally been an

8 Julian Franks, Colin Mayer and Stefano Rossi (20®pending Less Time with the Family: The Declafe
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active participant in the economy and remains gelawner at the present time. In 2003 the
Norwegian tate owned 40 per cent of the total stst&d at the Oslo stock exchange.

This dual structure with the public sector as aigepartner’ to private business can
be traced back to the beginning of industrializafinthe second half of the 1 @entury.
Norway had a weak bourgeoisie, and private compamere small with limited financial
capacity. In spite of a liberal orientation the puibector had to step in to safeguard the
emerging industries, investing heavily in the isfracture and assisting the establishment of a
national banking system, The public sector in tiey compensated for the absence of a
private ‘organized capitalism’, i.e. large entesps actively developing new industries. This
model has been described as the Norwe§@mmerwedo modernizatioff It was finally
consolidated as the social democratic governanaehadter the Second World War when
the state shouldered a strong responsibility fatwear industrial development. The
entrepreneurial state also manifested itself whergbvernment orchestrated the
development of the oil industry in the 1970s.

In contrast to other industries shipping has bedatively free from government
intervention. Moreover, shipping companies havditi@ally enjoyed special treatment from
public authorities with tax regimes adapted torimé¢ional competition and strong incentives
for reinvestment. There are several reasons ferptivileged position. The foreign currency
earnings generated by the shipping sector hasdfeetal importance to the Norwegian
economy. Shipping has also historically been aifsoggimt employer for workers from the
rural areas, and at the end of th& 2@ntury became instrumental for maintaining attiiri
ship yards along the coast. National shipping congsafinally played an important role in
the development and “Norwegianization” of the offighindustry.

All these factors seem to have motivated Norwegiahorities to treat the shipping
industry as a special case, leaving this sectertialevelop according to its own business
logic. At the same time the shipping sector seensdand out as a highly competitive
international business with an organisational stmecdominated by family firms.

4. The population of shipping companies

In this section we first present a general viewhefdevelopments in the population of
Norwegian shipping companies between 1960 and 2000able 1. We then describe the
composition of the shipping companies as to theinership in 1980, 1988 and 2000. In

9 Francis Sejersted. (199%)emokratisk kapitalismeOslo: Universitetsforlaget.



Table 2 we focus particularly upon the number ompanies which are owned by the
founders of the firm or their families. The infortima presented in the two tables may serve
as a useful background for the following discussibnoncrete shipping companies and their
histories.

The volume of transactions on the Oslo stock exgbamcreased strongly from the
beginning of the 1980s, and the prices on sha@®doThis development was stimulated by
a deregulation of the credit market which was im@ated by governments led by the
Conservative party through a succession of refdreteeen 1984 and 1986. The strong
growth in the stock market, spurred by better axtesredit, paved the way for and was
linked to an extensive restructuring in the Norvaegeconomy. This restructuring was
reflected in a wave of mergers and takeovers.\ers¢ industries the result was a structural
concentration around fewer but bigger enterprias development reached its climax in
1987, when the stock market collapsed, and botkdhene of transaction and share prices
fell dramatically.

It has been common practice within shipping to oizalimited companies which
legally own the ships, either only one or sevengts The shareholders in these shipping
companies have been persons or other firms whieé bantributed with capital to buy and
operate the ship(s). The main owner of a shipporgpany usually organized his shares in
the shipping companies into another company whittteeecould be a limited or a liable
company. He could be a sole owner or share the isipewith other partners. In addition,
the main owner usually had a management agreenmtmthe shipping company which gave
him the right and power to dispose of the assetBisfshipping company, typically to operate
its vessels. Accordingly a particular shipowneenfowned shares and had management

responsibility for several shipping companies tigtohis owning company.



Table 1. Shipping companies in Norway 1960 — 1988

Owner or Owner or Total number of | Total number of
management firms| management firms| owner or Shipping
with only one with more than ong management firms| companies
shipping company | shipping company

1960 44 73 117 209

1980 34 62 96 157

1988 41 50

2000 25 32

Table 1 is based upon information from an annudiligation (the first years it was published bianhoaeven
more rarely) called “Norwegian shares and bonds™#ierulf's handbook of Norwegian shares and bonds”
This publication has existed since the beginninthef20 th century and was up to the beginningpefli980s
published by Carl Kierulf A/S. From the beginnirfgtee 1980s the publication was published by “CBhrs
Information” (“Oslo Stock Exchange Information”)t used to be the main source of information ontéchi
companies or corporations in Norway. “Kierulf's hdimook” reproduced the main information which the
individual companies presented in their annual m@dor instance the name of the members of tiveming
bodies of the companies, the name of the CEO atittinase of the shipping companies also the ndnteo
manager, the main figures from the companies’ antfyand a short description of last year’s aci@st “Carl
Kierulf A/S” collected the information on the commpes both through surveys sent to the companiesiaadtly
from their annual reports. Before the publicatioasattaken over by “Oslo Bgrs Informasjon”, each aaihu
publication had a separate volume concentrating/am shipping companies.

During the 1980s “Oslo Bgrs Informasjon” saw a ndedeorganize “Kierulf's handbook” in line with
the increased activity in the stock market. Instedrganizing the volumes along the main econ@®ators, it
started to publish separate volumes on: (i) Comesifisted on the stock exchange, (ii) unlisted coigs, and
(iii) bonds and other securities. In other wordsstopped publishing separate volumes about shippin
companies. But it continued to inform whether ajgany was a shipping company or not.

The publications themselves give little detailddrimation about how the data on the companies have
been collected. The volumes in 1960 and 1980 sediave been produced in a similar manner and shgivid
comparable and probably quite complete pictureN@fwegian shipping companies. The informatiorhia t
1988 and 2000 volumes is based upon data fromtémelardised data bases of “Oslo Bars Informatiomhere
is, however, not given any detailed information attimow these data base are constructed and to isheattent
they are complete. We are therefore uncertain tatweftent the numbers from the 1988 and 2000 valiare
comparable to the ones in the 1960 and 1980 volumeke following we assume, however, that thebars
from the three years are comparable.

While the publications from 1988 and 2000 reporethler the shipping companies are listed on the
stock exchange or are unlisted, the publicationefil960 and 1980 give no such information.

Because of the special structure of ownership wighipping, we have in Table 1 for
the years 1960 and 1980 distinguished betweerhippiag companies itself and the owning
or management companies. We have not done thiedorears 1988 and 2000. The main
reason is that during the 1980s many shipping comepaeorganized their owner structure.
Shipping companies which earlier were registereti@espendent firms (frequently owning
only one or a few ships) were instead consolidatesglubsidiaries within the same shipping

enterprise. While for instance Kierulfs handbool 880 registered that the owner company



“Wilh. Wilhelmsen” owned 7 different shipping compas, the handbook in 2000 reports
only one “Wilh. Wilhelmsen” company.

“Kierulf’'s handbook of shares and bonds” registie289 shipping companies in 1960.
These companies were owned and/or managed by mig. fAmong these owner or
management firms 73 owned only one shipping comp@unite often the shipping company
and the owning (or management) company was the,daegeently carrying the name of the
ship owner. 44 firms owned and/or managed more dm@shipping companies, in some
cases eight different shipping companies. As Taldemonstrates there was a reduction in
the number of shipping companies between 1960 886.1rhe reduction in the number of
owner companies was, however, less pronouncedw 14y to 96 firms. The handbook from
1980 indicates that several of the shipping comgm(l7) went out of business in the years
during the remaining years prior to 1980.

As we can see, the reduction in the number of #hgppompanies was particularly
strong between 1980 and 1988. During this shoro@er07 shipping companies disappeared
from the registers, and 56 owner firms were clag®an or merged into other shipping
companies. The decrease in the number of shipgingpanies continued up till 2000. While
there were 50 shipping companies in 1988, there wely 32 left in 2000.

One reason for this substantial decrease in théauof shipping companies and
owner companies was that during the 1980s and 189@sal companies registered their
ships abroad in countries with more favourable @ for shipping. Another reason was,
as already mentioned above, that previously indégganshipping firm were technically
consolidated within the owner company.

The extensive restructuring of the shipping induatso was a result of the processes
described above, i.e. several shipping firms weeeged with or bought by other shipping
companies. Two of the firms which we will preseatdw, were both taken over and merged
into other shipping firms at the end of the 1980weir fate may serve to illustrate the general
processes which took place in those years.
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Table 2 Founder and family ownership in Norwegiahipping companies 1980-2000

Total Owned by the founderOther forms of

or his inheritors ownership (dispersed
ownership, partnership
owned by an oil
company, a foundation
or a manufacturing

enterprise)
1980 96 89 7
1988 41 35 6
2000 26 22 4

In this table we have focussed upon the owner grag@ment companies. In all the three years (19888,1
2000) Kierulf's handbooks contain information abthé main owner in the shipping companies. In soases
the owner is another firm. In many of these cakissather firm has the name of the owner and theigan
know who the owner is. In other cases this is ndiffecult. For instance, the original owner compamay have
been taken over by a new owner, who has prefead&eep the original founder’'s name of the compémihe
1980 publication the editors have in most such séisted the name of the new owner in a parenthesiind
the name of the owning company. Such informatiotsvailable in the 1988 and 2000 editions. Irstraase
the ownership of the companies are well knownaBeave have been uncertain about the 2real” owher(s
behind a particular owner company we have consuwiteeér publications. For instance some of the simigp
companies have web sides which present brief at¢sadfithe company’s history. In these accountsetliger
frequently information about ownership and chanigeswnership.

Table 2 demonstrates that a large majority (89)haf 96 owner and management companies
in 1980 were owned by the founder of the companyyanheritors of the original founder.
Further, the table shows that founder and familp@avshipping companies also dominated in
1988 as well as in 2000. Admittedly, the percentaigal owner or management companies
which had this ownership form was less in 2000 thal®80. But in spite of the extensive
restructuring of the shipping industry which todiqe in the two decades between 1980 and
2000 and the strong decrease in the number of Npaweshipping companies, founder and
family ownership still prevailed in 2000. The maimange during the two preceding decades
was, however, that many of the small founder andlfeowned shipping companies

disappeared, either laid down or sold, while mafhe remaining ones had become bigder.

5. The historic cases — four Norwegian shipping cgmanies

In this section we will describe the history of fdllorwegian shipping companies. The
purpose is to examine to what extent the challemdesh were discussed in the theory
section, in reality were felt as such by these camgs and eventually how they managed to

cope with the challenges.

M The names of some of the owner families in 2008trate well the continuity of family ownershigthin
Norwegian shipping: Fred. Olsen, Leif Hgegh. Wililhelmsen, Bergesen, Odfjell, Solstad, Ugland, &sen,
Mosvold, I.M. Skaugen, Brgvig, Ditlev-Simonsen
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When studying success and failure of companies)eeel to avoid confining the
sample of cases only to ones which have succeededintaining family ownership.
Conclusions based on the examination of casesaonmithone value on the variable
success/failure may be highly biased. It will bgpassible to ascertain whether factors that
seem to foster survival really are “success fattontess the successful cases are compared
with firms that failed. Accordingly, it is necesgdo include companies from both categories
and compare their development and fate.

In line with this methodological principle we hatreerefore chosen to analyse two
shipping companies which have managed to presamagyf ownership to the third or later
generation and two in which the ownership was ghesego external owners during the
lifetime of the second or third generation of fanolvners.

We start with presenting two shipping firms thagreeto be good cases for comparison
— “Einar Rasmussen shipping company” which washéisteed by Einar Rasmussen in 1936
and “Excelsior” which was established in 1946 by dider brother Bendt Rasmussen. Einar
Rasmussen shipping company still exists and isytatinaged by the grandson of Einar
Rasmussen, Dag Rasmussen. Excelsior, howeverakes dver by external investors at the
end of the 1980s when Bendt Reinhardt (called RBiRasmussen, the son of Bendt, was in
charge of the firm. Why did one of them presenraifgownership to the third generation
but not the other?

“Einar Rasmussen shipping company?

At the beginning of 1936 Einar Rasmussen workeal shipping insurance company in
Kristiansand on the south coast of Norway. The $98€re favourable times for tankers, and
Einar Rasmussen was inspired by the success diarlotal shipowner to establish a
shipping company of his own. He approached potentiastors in the Kristiansand area to
provide enough capital to buy a boat. His brotBendt, who had been captain on Norwegian
ships in international trade for two decades, stuibsd for a substantial number of shares and
in addition brought in some of his American anddp@&an business partners as shareholders.
Einar Rasmussen’s previous employer in the ins@raompany helped him to get a loan in a

shipping bank in Bergen.

12 Johs. Seland (1991), "Polyflaten gjennom 50 @8611986”,. Kristiansand: The Rasmussen company;
interview with Einar Rasmussen in Kapital 17/2006, 85-89; interview with Rannfrid Rasmussen in ialp
1/2005.
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The first tanker was bought second hand from pgshg company in Oslo and was
immediately employed in trade between North-Americdin-America and Europe. The
business was successful, paying solid dividendseshareholders in 1937 as well as 1938,
and another tanker was delivered to Rasmussemdiftm a Swedish ship yard in 1939. In
the same year Rasmussen took over two smallerishifipns from the previous managing
owners, each of them owning one ship.

The individual ships were all legally organizedsaparate companies. Einar held
ownership positions in each of the separate conegahrough a closely held investment firm.
In addition, he organized anownership structurere/lo@e of these shipping companies —
Avant A/S — owned a substantial number of sharglsarother companies. Einar Rasmussen
thus had ownership control directly through hisspeal firm and indirectly through Avant.
From the outset, Einar Rasmussen deliberately rartetl a company structure which could
maximize his ownership control.

Aware of the looming war, Rasmussen sold in 1989 af the newly acquired ships
and sold back to the yard a contract for a new wahiigch was to be delivered in 1941. Instead
he invested money in three properties in Kristiadsan early indication of his careful
investment strategy.

Partly thanks to an insurance payment from onasofédmaining ships destroyed
during World War 1l, Rasmussen was well positiohetenefit from the growth in world
trade during the first decade after the war. Hegbouew ships second hand In 1949 he
already had ten. During the second half of the $3%0concentrated more on building new
ships. He built his company gradually and carefidiyphasizing that new investments had a
sound capital basis and assuring that new shipsongderm freights contracts. The strength
of his strategy was illustrated in connection with Suez crisis in 1956 which triggered a
boom in the shipping market. Rasmussen quicklyd#gtthat this boom could not last and
transferred all his ships to long term contracts.

During the 1960s Rasmussen’s company (or comparoesinued to grow. In 1964
he owned 17 ships, tankers and dry-cargo shipsshiips were organized in five different
shipping companies. He started to order biggerssaiyl placed more of his orders with
Mitsui shipbuilding in Japan.

At the same time as Einar Rasmussen developeshipiging company he also
invested some of the profits in other busineswiiets. He invested for instance in a
manufacturing plant, sawmills, a farm, in forestigd in an engineering workshop. In this

way he diversified his assets and thus reduceddasomic exposure.
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In 1970 a group of shareholders questioned thidetnd policy of the shipping
companies. They maintained that the dividends whiefe paid to the shareholders were
lower than what should be expected from the relalevaf the companies. They claimed that
they were entitled to a better return on the capitach they had invested in Rasmussen’s
companies. Rasmussen himself was surprised bgd¢tien. He had been used to have loyal
shareholders. Now he met opposition. In fact, leelbeen careful to avoid too generous
dividends in order to safeguard his company. Aacgytb his biographer, he had also been
modest as to his own manager compensation. Rasm(as his son) reacted to the demands
by the mentioned shareholder groups by buying rebages in the various companies, thus
tightening his ownership control.

The 1970s started promisingly with a strong insesia the global consumption of oil.
But then the tables turned. In the wake of theiwaine Middle East in 1973 the oil producing
countries raised the oil prices considerably. Atshme time the tank market in 1975 was out
of balance with a transport capacity far beyondnbed. Rasmussen’s company managed
well through the crisis, to some extent due toenmphasis upon long term freights contracts.
More important was that the firm had moved intodffshore business, buying an oilrig and
entering into a joint venture with a large Ameriaalidrilling company.

In 1975 Einar Rasmussen died, and his son EinsimRssen jr. took over. He
continued along the strategic lines mapped outibyather. The company directed more of
their efforts toward the offshore sector. During tiext years it ordered four service platforms
and specialized ships for taking oil at the offghimstallations. At the middle of the 1980s the
family firm, as several other Norwegian shippingng@anies, had become quite dependent
upon the offshore industry. At this time traditibshipping seemed to be less profitable than
in earlier years. Nonetheless, the Rasmussen gantmued to be actively involved in
ordinary shipping. In 1990 the Rasmussen-groupistatsof ten different companies within
offshore and shipping as well as manufacturinggstiy, insurance and property
management.

During the 1990s and after the turn of th& 2éntury the Rasmussen family entered
more heavily into property development and finahicreestments, for instance with a large
investment in the American oil company Transocean.

From the short description above we can identiyne distinguishing characteristics
of the strategy of Einar Rasmussen and later mskis business strategy was marked by
gradual and careful growth and by his keeping akfat eye on significant changes in the

world economy. His caution was particularly martiéelsin the emphasis upon long term
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freight contracts which could guarantee continesivdy through business cycles. At the
same time, Rasmussen was able to take a new Ithmake risky investment decisions
whenever new business opportunities opened upyrasstance when the company entered
heavily into offshore business.

A prominent element in his company policy wasstieng emphasis upon protecting
his owner control of the firm. As mentioned abae, various vessels were organized as
separate companies. In that way he could benefit fx centralized management of the ships
at the same time as he kept full control of the tlreg’ company. He acquired new shares
when he was threatened by shareholders wanting ofidhe profits being paid as dividends.
As we have seen above, he also started early évgiliy his assets, thus spreading his
financial risk.

Einar Rasmussen seems to have had a particulgretente in what we broadly can
describe as “finance”. When he established his @y 1936 his main experience was
within shipping insurance. Moreover, his biograptegorts that he took a particular interest
in accounting and banking. Later he continued bofoup these interests by holding posts on
the governing bodies in both local and nationakisa®ne may speculate that his interest and
competence in finance may have affected signified@rhents of his business strategy,
particularly his careful designing of the ownerskipucture of his companies and his strategic
emphasis on investing economic surplus in otheustrees.

What about the challenges which are claimed taatkrethe survival of a family
business (cf. section 2)? How did the Rasmusseipaonyiface these challenges? First, the
successor generation— Einar Rasmussen and hisa&ps Dave not shown any signs of
weakened work morale or any marked preferencedosgicuous consumption. The
prudence of the founder seems to have been adbptix next generations. Secondly, as
demonstrated above, there has been no risk ava@danthe part of the owners. On the
contrary, they have moved into new business aréamnever seen necessary. Their
willingness to readjust their business strategytakd new risks seems then to contradict
some of the assumptions in previous research dbewwhortcomings of family businesses.

On the other hand, the Rasmussen family has $yrpnigritized owner control and a
concentration of ownership. This policy has preedrd fragmentation of decision making
power and blocked any takeover attempts from eatenwestors.

As discussed above, several scholars have maadtdinat owner families represent a
source of talent too narrow for sucessfully mangdire family business. We have too little

information to assess the validity of this claintiie Rasmussen case. According to the
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available knowledge neither Einar Rasmussen jumoothis son, however, seems to have
lacked the necessary competence to direct theydmdginess. On the contrary, Einar
Rasmussen jr. during his years at the helm hathkethmily firm into new growth. It seems
probable that proper training and preparation bértors can make most of them qualified to
take over the baton as owners and owner-managsiSimdon and Hilt have called attention
to, learning to know a family business throughduling the parents’ work and through
participating in family discussions about its magagnt gives a profound firm specific

knowledge which external managers hardly can match.

“Excelsior” — Bendt Rasmussen’s shipping compény

When Bendt Rasmussen in 1936 bought shares irrdtisdo’'s company, he believed that he
later on would become partner with his brother. Baen Bendt in 1939 retired as captain,
Einar Rasmussen denied that they had any undenstgaldout such partnership and rejected
to take in his brother as co-manager in the shgppompany. After the war Bendt instead
worked with an eye to start his own shipping conypan

A main obstacle at that time was the post-wardiffies for newcomers in shipping to
obtain currency permits to buy new tonnage. Prothptea previous American business
partner of Bendt his brother Einar, however, helpiedto acquire the first ship and
personally subscribed for nearly two-thirds of shares of the new company, named
Excelsior. Bendt himself bought 16 per cent ofghares.

Bendt Rasmussen junior joined his father andedad work in the firm in 1952. As a
previous captain Bendt had his main competenceaimagement of ships and acquisition of
transport assignments. Bendt Reinhard himself vedea broad training, common among
those who were destined to go into shipping. Heexdaas an apprentice in an insurance
company in Oslo. Then he worked on board one ofdtieer’s ships and later at a shipbroker
office in New York. In this way he acquired broatbkvledge about the shipping industry and
ship broking.

Together father and son developed Excelsior slanty carefully. In 1964, when
Bendt was 70 years old, Excelsior owned four tamkeid a fruit boat. As his brother, Bendt

concentrated on oil freight. The boats were ownegtty by the shipping company Excelsior

13 Simon, D.G. and M.A. Hilt (2003), "Managing Resces: Linking Unique resources,
Management, and wealth creation in Family FirmShtreprenurship Theory and Practice
27:339-358.

14 Bendt Rasmussen (199&jennom bglger p& sj@ og lanBergen: Vigmostad & Bjgrke
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and not split into separate companies as Einar Resen did with his vessels. Bendt died in
1966, and Bendt Reinhard formally replaced himods swner manager of the shipping
company the next year.

In 1973 Excelsior managed three tankers. After OREL973 agreed upon concerted
oil prices among all the members of the oil prodwaetel, oil prices increased strongly.
Rasmussen concluded that it was time to get otandf trade. He sold the first ship during the
autumn 1973 and the next one in the beginning @419

Instead he turned to the offshore industry. Inddeloer 1973 he bought 20 per cent of
the shares in a recently founded limited joint-ktpartnership (K/S) — Viking Supply Ships -
which bought four offshore supply vessels, to Hesdeed by the ship yard in 1975. In 1974
two more were ordered. It was decided among thiddhpartners that Bendt Reinhard
Rasmussen should be manager of the new company.

In the beginning of the 1970s Norwegian authaitecided to “Norwegianize” the oil
business. Norwegian enterprises were invited te felt in the extraction of oil and to
become contractors for the oil industry. Variousdaduction schemes and other subsidies
were introduced in order to stimulate Norwegiarpsfards and shipping companies to build
offshore rigs and vessels. In addition, the auttesriestablished favourable tax conditions for
limited partnerships which became a significanaldopancial instrument for investments in
offshore vessels. As a result, the building of $yppats boomed. Many of those investing
in the limited partnerships in the offshore indystrere new to shipping and had a short time
horizon for their investments. Moreover, many arthwere first and foremost motivated by

the possibilities to reduce their taxes.

The supply boat industry was new, and one ofri¢s ¢hallenges was to recruit and
train good crews. Viking Supply Ships could benfin the experience of Rasmussen and
the sailors and officers he had used on his previhips. Reinert Rasmussen saw competent
ship management as the basis of success and phtenaogy in building skilful ship
management and crews. In line with his fathteréagland experience he justified the
company strategy in the following words: “Skilfulip managers direct resources optimally,

control costs and are the best ones to marketotimpany’s services™

The end of the 1970s was a turbulent period ferstipply boat industry. The tax
motivated investments in shipping through compaargsnized as limited partnerships had
led to a surplus capacity of service ships in tifi€hore industry. The freight market for

15 Bendt Rasmussen 1996:227
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supply boats could not match the large number afdavailable. In 1979 alone thirty supply
ships were sold, mostly abroad.

By the mid 1980s there remained only four largeratees within the supply boat
market. Viking Supply Ships was one of them, withslipply boats organized into 11
different limited joint-stock partnerships, Rasnarss company, Excelsior, controlled less
than half of the shares in the partnerships, arshiRasen owned only 28 per cent of the

shares in Excelsior.

In 1983 the market for supply vessels suddenlpped, and Viking Supply Ships had
no employment for nearly half of their fleet. Aeteame time the external partners started to
press for better opportunities for cashing in tisb@res. As mentioned above, many of these
investors were mainly interested in the tax-redg@dvantages of their investments. The
second-hand market for shares in supply boats wiés dead, so the external investors
instead suggested to convert their shares intfigelil partnerships into Excelsior stock. This
idea was patrticularly advocated by Morits Skaugerjmself a large investor and heir to the
I.M. Skaugen shipping company. He had bought aestment company — Poseidon — from a
large Norwegian insurance company which owned &rcent shares in each of the limited
partnerships constituting Viking Supply ships. histway Skaugen and the external investors

were able to take control of Bendt Rasmussens slydjsiness.

Rasmussen accepted the solution. In 1985 the ridepships were merged with
Excelsior. After the merger Excelsior had 300 shalgers, with Rasmussen controlling 27
per cent of the shares in the enlarged companyasdidon 20 per cent. At first glance
Rasmussen seemed to have come rather favourabdy the& merger process. However, new
problems piled up — related to the fall in oil gscand the stock market crash in 1987. It
became clear that Excelsior needed to extendattitdrom the banks in order to survive. As
a condition the banks however, demanded that Rasmushd Poseidon contribute with 8
million Norwegian kroner each in new share cap#an amount Rasmussen was not able to
mobilize through friends and family. The necessaapital had to be raised by help of new
and old external shareholders, with the effect Remussen’s part of the shares in Excelsior

was diluted.

Morits Skaugen jr. then offered the other shamés to buy their shares. In 1989
Poseidon owned 43 per cent of the shares in Exceldiile Rasmussen’s part had dropped to
less than four per cent. In other words, the poésnerging Viking Supply Ships and

Excelsior and restructuring the loans had resultdgendt Rasmussen completely losing
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control of the business. Poseidon’s shares in|Bxeavere soon sold to another large
Norwegian investor who had no experience from shgpgRasmussen sold his last shares, but
continued to work for the company as vice-chairmofine board.

Why did Bendt Rasmussen fail? Why did he losercbiof his family firm? Was he

unable to meet the challenges described in thensesection above?

The first two challenges discussed above — deicigagerest on the part of the
inheritor and risk aversion — represented no prabla the Excelsior case. The information
we have indicates that Bendt Reinhard Rasmussesgcasd generation owner of the family
firm, was strongly interested in his shipping compand in shipping in general. Even if he
and his father built their shipping company in eefa manner, there is no indication that
they were averse to risk. The way Rasmussen janined the firm around and went into

offshore shipping rather bears witness to the apgos

Since Bendt Reinhard Rasmussen was the sole iohefithe company, there was no
problem with fragmentation of ownership within tiaenily. He did not manage, however, to
avoid a detrimental dilution of his ownership i tlamily shipping company, the last of the
challenges discussed above. In his autobiograpltpimglains that the restructuring of the
loans and credits forced through by the banks reawsbved his control of the company and
opened it to raiders. The economic recession i T@8ised grave concern in an
overstretched banking sector and obviously ledb#rks to act far less understanding and

patiently with shipping companies in trouble thad mormally been the case.

Nonetheless, Bendt Reinhard Rasmussen cannoteefeafact that he himself did not
pay enough attention to ensure that he had suftio@nership control to ward off any
raiders. We have seen that his uncle and cousihenRasmussen group at significant turning
points strongly emphasized to protect their owmertiol of the family firm. While previous
scholars have pointed to excessive stress upoiyfaontrol as a threat to survival, the two
Rasmussen companies rather demonstrate that caataambf ownership power is a
necessary condition for the continued existence family firm.

The decision which probably paved the way fordhesion of Bendt Rasmussens
position within his own firm, was to allow the extal shareholders in the various Viking
Supply Ships companies to have their ownershisganverted into new shares in Excelsior.

He should probably never have accepted such amuolétfter this merger Excelsior was
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“crowded” with shareholders who primarily were irgsted in selling their shares and who

held no loyalty to Rasmussen.

We have too little information about the detail$hee process described above. But it
seems that Viking Supply Ships were heavily moréghgnaking the companies more
exposed during trade recessions. Moreover, evearitit Rasmussen too had invested in
other industries, it does not seem that he hadfmgnt additional assets which could help
him get through such recessions. In contrast, ER@smussen sr. invested continually some
of his profits in other economic activities andustties. As shown above, the investments he
made in properties before World War Il gave himalugable capital basis when he started up

again after the war.

“Fred. Olsen"*®

Our third case is one of the biggest and oldegipshg companies in Norway, with extensive
activities in other industries. Fred. Olsen hastighout the 20 century operated on a global
scale with companies and economic interests in m#mgr countries. Today Annette Olsen,
who is fifth generation owner, is managing direabthe family company, and her father,
Fred. Olsen, is chairman of the board of the hgldiompany which is the centre of the

family firm.

Fred. Olsen shipping company dates back to Fréikstian Olsen who in 1848
became owner of two sailing-ships. Soon his twdHms followed his example. Petter Olsen,
the actual founder of the family dynasty, bouglstfirst ship in 1852. When his older brother
Fredrik Chistian died in 1875, Petter Olsen inteekihis ships and a considerable fortune. In
1886 Petter's son Thomas Fredrik Olsen became nrapag/ner of two sailing-ships which
his father up to this moment had managed. Thomedrikrhad a wide experience before he
took over his father’s ships. He had formal tragnirom a commercial school in Oslo, had for
several years worked in offices in England and éegaand had worked as an officer and a
captain on his father’s boats.

6 0dd Harald Hauge (1993}red. Olsen. Uautorisert biografOslo: Gyldendal forlag; Knut M. Nygaard
(2005), "Fra seilskip i trampfart til dampskip njefart. Fred. Olsens rederivirksomhet i forandeing tegn
1886-1904". Sjgfartshistorisk arbok 2003:7-127;fRtdIme (1990), "Hvitsten og rederfamilien Fred sénh fra
seilskuter til moderne storrederi”. In: Follomindgbok 1990. No. 28:118-133; Alf Reidar Jacobse908),
"Senor Olsens arme”. @konomisk rapport 95/8:18i2&rview with Fred.Olsen in DNV Forum 95/3:6-11;
"Ufred hos Olsen — men Fred. Har makten”. ArticleHarmand 1984/44:20-22.
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The two ships which Thomas Fredrik Olsen took avere both organized as part-
ownership with Olsen as owner-manager. The othetrqreners were mostly family and local
investors who were acquainted with Olsen. Six y&des he managed 8 sailing ships.

Thomas Fredrik Olsen operated sailing-ships forynarars before turning to steam
ships. According to the historian Knut M. Nygaarfdisen methodically prepared for the
transition, acquainting himself with the new teclogy and the particular operating
conditions characterizing steamships and by inmgsti and holding posts on the governing
bodies of several steamship companies during 1& yeHore he ordered his first steam

vesseft’

Thomas Olsen planned to finance this steamshqugtr a new limited company
which should be located in the town Fredrikstadeiatre of timber export. He approached
several potential investors in and around the tdwhjt proved difficult to elicit enough
interest for the project. Disappointed by this eigrece, he chose to reorganize the company
into a one-ship company. Moreover, he bought outyntd the other shareholders and
brought in new shareholders whom he knew personaliiycould trust. In this manner he
increased his control of the new company and aféti it more closely with the rest of his

shipping activities.

Olsen rapidly developed his steam boat compangrmgl new steam ships and taking
over other small shipping companies. In 1914, herotled 44 small and medium-sized
steam ships. This year he took the nest step, $team to diesel-powered ships, ordering five
diesel-powered vessels from a Danish and a Norwesfigp yard. As a pioneer in this

transition, he was about to acquire one of the muxtern fleets in the world.

Fred. Olsen lost 27 ships during World War |. Bwg tvar was nonetheless a very
prosperous time for Olsen as for many other Noramreghip-owners, and the stock exchange
prices of the shipping companies increased draalbtid he earnings spurred a wave of
peculation. where previously “loyal” shareholdersmnany shipping firms sold their shares to
short-term oriented investors. These investorsetatjcompanies where the owner or
manager himself did not control a substantial pathe shares. The investors, having
acquired a majority of shares, fired the owner-nganand took control of the assets. The
next step was to pay the shareholders vastly edldividends and to continue to do so until

the funds were drained. Many investors also stdahed own shipping companies and

" Knut M. Nygaard (2005), "Fra seilskip i trampféittdampskip i linjefart. Fred. Olsens rederivirksbet i
forandringens tegn 1886-1904”. Sjafartshistoriddo&r2003:7-127
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ordered new ships. Loans were easily granted withoy other collateral than the shares

themselves. Towards the end of 1920 the shippimgehaollapsed.

To Fred. Olsen the speculative investors were reathHe had full control of all his
companies and could avoid any attempts on draithieig assets. Moreover, he was never
carried away by the wave of investments in newshiagmittedly, he ordered eight new

steam and diesel-powered ships in 1917, but stotyszd.

During the war he started instead to invest in “®kaekaniske verksted” the second
biggest shipyard in Kristiania (today Oslo). Byhef family and friends he gradually
purchased shares, and in 1920 the family ownede7@gnt of the shares in the yard. After
the collapse in shipping in 1920, ship owners ched®rders with Akers. Thomas Fredrik
Olsen, however, kept Akers busy by ordering 12shipich were all launched between 1921
and 1925. His counter-cyclical strategy probablyesaAkers and gave him a good reputation

with the unions and the public authorities.

As owner manager Thomas Fredrik Olsen centralizadynof the decisions. He took
significant investment decisions on his own, se@iwith little interference from other
shareholders. During the first years he even claflezharters himself. In addition he spent

much time on supervising accounts and attendirfigamcial matters.

Thomas Fredrik Olsen died in 1933. At this time shgping company controlled 60
ships. His three eldest sons were all dead andlamghters did not qualify to take over the
family firm. Instead the two youngest sons inheritiee family company — Rudolf Fredrik and
Thomas Fredrik (jr.). The two brothers inheritedp&d cent each of the shares in Fred. Olsen
& Co, the key owning company, and a trusted maneggre family firm — Johan Muller had
20 per cent. A company charter which was writteMbgmas Fredrik Olsen senior stated

that the oldest male in the family should inheltittze shares..

When the German army in 1940 invaded Norway, tlee@khips still in Norwegian
ports were confiscated by the Germans. The retedfieet was included in the Norwegian
authorities’ wartime shipping company — The Norveegbhipping and Trade Mission
(Nortraship). The youngest brother Thomas wentrtgl&d where he became financial
advisor to the Norwegian government. The olderhieot Rudolf — remained in Norway. In
England Thomas managed to obtain a permit to apemhe of the family’s ships outside

Nortraship.
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This business activity gave incomes which allowadrmas in 1941/42 to buy
Waterbury Clock Company in Connecticut in 194142 jnvestment which should prove
very profitable. On contract for the American gowaent the company produced advanced
equipment for time adjustment of bombs, and afitentar the company became one of the
world’s most successful watchmakers under the nafriiémex. And a “gold mine” for the
Olsen family, generating very large incomes. In1B&0s Timex had thirty plants in different
contries, employing a total of 21 000 people.

The trusted manager Johan Muller died in 1940. Ating to the family charter, his
shares in the family company were transferred tddiuOlsen, who however, chose to share
them with his brother Thomas. The brothers conegedrtheir efforts on rebuilding the liner

trade, following their father’s shipping stratedyis trade gave a steady income.

The brothers did not, however, pay attention totdiméer trade which in the next
decades should become a prime growth industrytémnational shipping. As a result they
missed very profitable opportunities. On the otiend they avoided the fluctuations in this

market.

In 1949 Rudolf Olsen died, leaving only a daught@cording to the family
agreement Thomas now took over as sole ownergliwgdriously ill in 1952. A couple of
years later (1955) his eldest son Thomas Fredaiitest to work in the family firm. A younger
son, Petter, was still only a child. Because hisdiawas reduced by illness, Thomas Fredrik,
called Fred. like his grandfather, was delegatedmrasponsibility and decision-making
power. Fred. had no education in economics, btroag interest in art. However, he soon
showed a strong business profile deciding thafuhee belonged to large tankers. In line
with this “vision” he bought another ship yard astdrted to build a new dock with the
capacity space for building very big ships. Shaoatffterwards this yard — Aker Stord — built
tankers of 200 000 tons.

He was also active as a ship owner. During his tins years he ordered forty new
ships, while selling or condemning 25. Fred. Olgery early spotted the new business
opportunities opened up by oil exploration in thertd Sea. In 1964 he was instrumental in
establishing the Norwegian Oil Consortium, NOCOjckisoon was allotted ten blocs for oll
exploration. In collaboration with the American odmpany AMOCO. He quickly realized,
however, that oil exploration was a very risky aety expensive activity. Instead he turned
his attention to producing and selling serviceth®oil companies, a much less risky business

in his view. | 1965 Fred. Olsen therefore estallistwo companies to produce equipment for
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oil exploration. Moreover, Aker, the family’s shyard, signed an agreement with an
American oil company, to build an oil rig, theredayploying the yard which had very little
else to do. Soon Aker developed its own rig coneepie H3-plattform. The first H3-rig was
sold in 1972, and during the next years Aker s@digits of this rig type. In addition, Fred,
Olsen built oil bases in Norway, Shetland and teeditles. From now on Aker concentrated

solely on contracts from the oil industry.

During the same period the Fred. Olsen companyahded a large part of its
shipping activities. From 1966 to 1976 the compswig 75 ships and built only 30 new ones
— predominantly ferries and small oil service vé&sd®lsen only retained a limited liner trade
in the North Sea and the fruit trade from the Caitslands.

In the later part of the 1970s and the early 198@d. Olsen concentrated his energy
on Aker and Timex. Aker built oilrigs for Mobil aréhell, but did not earn money. It was
necessary to refinance the yard and remove ungbbdifproduction. In the beginning of the
1980s new capital was raised and debt was disathalFged. Olsen had to reduce his part of
the shares, but the whole operation did not castéhpenny and in 1986 he sold nearly all his

shares in Aker with a handsome profit.

At the end of the 1970s Timex also ran into grawdblems. After several decades of
success the company lost its grip on the custoagecheap digital watches swarmed the
market. Fred. Olsen personally stepped in as claairof the board and started a restructuring
of the company. Following several unsuccessful@slly attempts on introducing new high
technology products, the whole operation was mawebe Philippines. Today Timex is

again very profitable.

Fred. Olsen is heading a very complex system ofdgran and international
companies organized in a structure where all thelygs business activities are under his
ownership control. His personal company — Frede®& Co — has only one partner. This
company, however, has the management agreemenaltie shipping companies. Within
the system of companies cross-holding of shareoamership parts is common. In some of
the companies Fred. Olsen himself only holds adieares. But these shares usually have
decisive voting rights. The main purpose of thadtrre is to minimize taxes and prevent
outsiders from “invading” any of his companies. Whms father died in 1969, his 19 years
younger brother — Petter - inherited nearly halthef firm. But Fred. Olsen managed to keep
him side tracked from control of the family firmd#ittedly, his brother has had seats on the

various boards, but not real power to influencectm@mpanies’ policies.
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Fred. Olsen is known to be a leader who involvesshkif in big strategic issues as
well as small office questions. He has been chariaed as a visionary and remarkably
foresighted business leader. But he has also stgap@ather eccentric and very costly
business ideas, for instance during his time asrolaa of the board of Timex. Secrecy and

total control seem to have been significant mantrdss business operations.

Through the generations the Olsen-family has mahémby-pass the problems which
are claimed in the literature to be typical of fnfiusinesses. Work moral and commitment
to the family firm has been strong among all thwke have been at the helm of the Fred.
Olsen company. The present Fred. Olsen is illuszafAs a young adult he was preoccupied
with art. He was rather reluctant to take overfétmily firm. But as soon as he accepted to
join his father, he went in for the task unreselyeahd with strong energy.

Failing competence among the inheritors has nat bgaoblem. Thomas Fredrik
Olsen (the second) made a very wise investment Wwadsought Waterbury Clock Company.
His brother Rudolf was well reputed for his earljerest and investments in aviation. As
mentioned above, fourth generation Fred. Olserasiyn legendary for his ability to foresee
the development in the shipping market. Nonethetbssfamily seems to have been alert to
any signs of insufficient talent among potentidlantors. Typically, in the fifth generation a
daughter has been selected to take over, not fgesson. The reason for this choice is
probably that her brother has not been able toldbothe tasks he has been given within the
family firm, at least not in a way expected by anang top leader of a large multinational

enterprise.

As we have seen, the first Fred. Olsen approadieettdnsition to steam in a very
cautious manner. And his two sons — Rudolf and Td®FRredrik — hesitated to enter into the
profitable tanker trade after World War Il. But motmem can be characterized as risk averse.
On the contrary, it is rather impressive how eashegation has been able and willing to

move into new lines of business.

The Olsen family has strongly emphasized the needaoid a fragmentation of
ownership within the family. The family charteragreement which the first Fred. Olsen
instituted secured that ownership and power withenfamily business was concentrated in
the hands of only one or two of the inheritorss lalso conspicuous how the family has
guarded its ownership against potential externtalders. The family has constructed a very
complex company structure with the purpose to maa family control. It has never

compromised its owner control in order to bringnew capital. Typically, the Fred. Olsen
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shipping companies which are listed on the OslalSExchange have crossholdings and
pyramidal ownership structures which have made timon‘family fortresses”, impossible to
conquer by any raiders.

The emphasis upon control was established as &yftnauilition when the first Fred.
Olsen after his unsuccessful venture in Fredrikstale 1890s, again chose to have only
family members, acquaintances and trusted peombasgholders in his companies. He was
probably assured about the significance of ownatrobwhen during World War | he could
witness how other family owned shipping companiesenaided. His own ownership

position was a bulwark against any attempts attimgeshe family firm from him.

The Fred. Olsen case demonstrates, like the twoqu® ones, that a strong emphasis
on control is not a disadvantage to the surviva &mily business, as some scholars have
maintained. On the contrary, such control is agmeisite for continued existence of such
firms. Moreover, tight control is not incompatimgth growth, and family businesses are not

doomed to remain small within capital intensiveustilies as shipping.

However, business talent and intuition will alwégsnecessary qualities to be able to
grow and prosper, whether the enterprise is manbgg@dofessional managers or owners. In
other words, ability to solve the particular prabkefacing family businesses does not
guarantee their survival. The firm needs a busisrasegy generating profits. The owner
managers in the Olsen dynasty seem to have hatketdessary talents to develop a viable

business strategy, preserving the advantages dlfyfaomtrol .

Which elements of its strategy (beyond the emphgsis control) main explain the
success of the Fred. Olsen company? The first ggaers’ careful building and consolidation
of an assorted liner trade laid the foundationafeolid business producing steady incomes.
Some of the profits from this liner trade were Wysavested into other industries, thus
diversifying the financial risk. A particular chataristic of the Olsen family’s business
strategy has been the way they channel and “hrd@mes and assets in and through a series
of companies spread around the world. This strabegyprevented tax authorities and
probably also competitors from obtaining insighbithe variegated business activities of the
family. It seems that the family has successfullyzaed opportunities to avoid income and
inheritance taxes. In this way the family has baiele to accumulate assets which have been

used for new investments.
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Another characteristic is that the owner managetiseofamily firm have been clever
operators in the economic-political landscape. Whherfamily ship yard, Akers, was hard hit
by the economic crisis in the 1930s, Fred. Olseayaeled both national and local authorities
to help the yard. Oslo municipality gave the yarisdized electric power, and the state gave
tax relief. Similarly, when Aker again had gravéidulties in the late 1970s, the Ministry of
Finance at one particular time guaranteed for tages of the workers. And a couple of years
later the state owned “Guarantee institute forshipd oilrigs” released the yard from a
substantial debt. It is also worth mentioning ttinvestigation into the family firm’s
international assets in 1973, initiated by Norgas!B the central bank of Norway, was

silently terminated by political authoritie¥.

The particular management style of Fred. Olsen atsxy be included in a description
of the company’ strategy. Several observers haaeackerized the way Fred Olsen has been
managed as “enlightened despotisthThe central company has a very small adminismatio
consisting of loyal employees. This centralizedeaysof decision-making gives the company
flexibility. Significant decisions can be takentfaand strategic moves can be carried out
without much delay. But of course, this form of gavance is dependent upon the quality of

the decisions of the owner manager.

“Laboremus™°

The last case we want to discuss in this papesisall shipping company, originally founded
in 1910 as a whaling business, but which latergdrimto a public held firm mainly involved

in tanker and gas trade. It was merged into a taslg@ping company at the end of the 1980s.

Laboremus was founded by Tarald Dannevig and Thossen with the shipping firm
T. Dannevig & Co. as manager. In 1919 Dannevig inectne sole owner. Laboremus was
involved in whaling on and off until 1937. In 19P2nnevig contracted his first tanker, a
turbined ship, and in 1927 the next one, a dies®tdr. Both ships operated on the spot
market. Dannevig was strongly reluctant to enter lang term freight contracts with the

large oil companies, because such contracts impiednuch dependency on them.

8 0dd Harald Hauge (1993jred. Olsen. Uautorisert biografOslo: Gyldendal forlag

19 0dd Harald Hauge (1993red. Olsen. Uautorisert biografOslo: Gyldendal forlag

20 Bard Kolltveit (1985), La oss arbeide. A/S Laborsm 910-1985. Oslo: Laboremusyw.skaugen.com
Article on the company’s history.
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The difficult situation in the tanker market in3®and 1931 convinced Dannevig that
it was necessary to regulate the market. In lirtl tis conviction, he supported the
establishment of a Norwegian tanker pool and ldteinternational organization — Tanker
Owners’ Committee - which founded an internatidmaker pool. A liberalist himself,
Dannevig nonetheless spent much time during th@d88couraging cooperation between

Norwegian as well as international tanker companies

In the 1930s Laboremus had only two small tankeasinevig’'s shipping company
was, accordingly, a modest operator in the shippiagket. Before World War Il he

distinguished himself, then, more as a “tankerdrpadlitician” than as ship owner.

During the war both ships were torpedoed. Aftenitar Laboremus received war
indemnity for them. To avoid taxation Laboremus wagected to reinvest the money in new
ships. Dannevig hesitated, however, to do so. Thenband collapse of the shipping market
after World War | had evidently made him pessimistoout the development in the post war
market. In 1948 he bought a small steam tankerinA@i@ operated the ship on the spot
market, most of the time with cargo.

Dannevig was criticized for not reinvesting mofeéh® capital reserves. He himself
claimed that public restrictions, tax rules anduh@ns’ wage and welfare claims made it too

difficult and risky to invest in new shipping torgea

In the 1950s Laboremus could be described as adialdfirm as much as a shipping
company. Substantial assets were invested in baamdishares, in Norway and abroad.
Dannevig seemed to prefer to keep assets in thedbsecurities and to receive a steady
return on these investments. It is reasonable @oacierize his attitudes and behaviour as risk-
aversion. In many ways, he resembled those Brfitéishly owners which Chandler described
in his study, who were more occupied with secucenme than developing their businesses.

In 1954 Dannevig was 75 years old. It is possibét his risk-aversion was a function of his

high age.

In 1950 the head of administration in T. Dannevi€& — Oscar Bakkevig — was
admitted as partner. In 1954, the same year asdYanretired as active owner-manager,
Bakkevig's son, Einar Bakkevig, also became parimdr. Dannevig & Co. Einar Bakkevig
had extensive experience within shipping. He hatkeain shipbroker offices in several
countries, had passed the exam as average adjusterhead of administration in another
shipping firm, and he had started his own ship era@ompany.
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Oscar Bakkevig died in 1958, and Einar Bakkevigtoweer as owner-manager of
Laboremus. In 1959 the general assembly of Labosedeaided that Einar Bakkevig
shipping company should replace T, Dannevig & Gos@e board and manager of

Laboremus.

In 1954 Laboremus finally contracted a new shimealium size bulk carrier. Father
and son Bakkevig were both eager to expand Lab@eRinar Bakkevig himself had many
ideas and energy to bring new vitality into thepgimg company. However, Tarald Dannevig
still had a majority of shares in Laboremus, anék@aig soon experienced that he used his
position to veto any initiative that in his eyessitao risky. When Bakkevig suggested to the
shareholders’ committee in 1957 that Laboremusilshoontract a new, relatively large dry-
cargo ship, he was voted down by the represensativ®annevig. In 1959, after sucessful
negotiations with Ford Corporation, Bakkevig recoemtied that Laboremus started
transporting cars from Europe to USA and Canadae@more he was turned down by

Dannevig and his representatives in the sharetsildemmittee.

At the elections to the shareholders’ committekaboremus in 1962 and 1963
Dannevig’s supporters were replaced with repretgatamore sympathetic to Bakkevig’'s
ambitions and ideas. At that time he had beguake &n interest in gas transport. He was
convinced that the demand for natural gas woulckese, and that gas transport had a
promising future. At the beginning of the 1960sspent much time on visiting producers and
users of gas in order to establish a relation anid lrust with potential charterers. And he
attempted to learn as much as possible about theafde. He came to the conclusion that
Laboremus ought to build specialized gas tankere.shareholders’ committee endorsed his
idea, and in 1965 the company got its first gakeann the next years two more gas tankers
were bought, specializing on freight of ethylens.gihese ships were very expensive to
build. The necessary capital was therefore raigeal dbnsortium with Laboremus as one of

the participants.

During the 1970s Laboremus continued to buy newt@asers and chemical-carrying
vessels. In 1977 the firm had owner interestssncéh tankers, all managed by Einar
Bakkevig shipping company. Einar Bakkevig had aleédia good international reputation

within gas transport. But this trade was volatiiglnerable to changing business cycles.

In 1976 Laboremus faced serious problems. A geme@iomic recession and high
costs in Norway combined with a noticeable delatiséd the company’s cash flow

dramatically. As a result Laboremus was not ablestpthe instalments on their loans. The
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main banks accepted in 1977 that Laboremus postipbieerepayment.. But the situation did
not improve, and in 1979 the company had an accateaildeficit which was a heavy burden.
In 1980 Laboremus attempted to solve the probleyskelling one of the ships to a newly

founded limited joint-stock partnership, where Ledyous itself had ten per cent of the shares.

In 1981 Einar Bakkevig suddenly died, and his seairstook over as manager of
Laboremus and owner of the Einar Bakkevig shipfirmgy. He had joined his father as
responsible partner in 1979. Now he faced the ehgé# to bring Laboremus into calmer

waters.

By 1980 Einar Bakkevig owned less than 25 per oéttie shares in Laboremus. At
this time the other owners claimed a change irgthernance structure of the company.
Fearnley & Eger, a large shipping firm and forntersiness partner of Einar Bakkevig and
one of the owners of Laboremus, demanded thatdhsdlbwas extended with two new
members. The motivation for this change probablyg that the other owners wanted to

protect their investments and accordingly wantelaiee a firm hand on the wheel.

Two years later, a gas pool, Norwegian Gas CarwétsSvein Bakkevig as one of
the initiators, was established to strengthen #régypants’ position in the international gas
market. Another initiator of the gas pool was thgping company .M. Skaugen which was
about to obtain a footing in the gas market. |.Ma®en had been a car carrier, the firm had
been engaged in oil drilling and had owned offstsueply vessels. It had experience from

cruise shipping and bulk trade, and now saw galetss an interesting field for its expansion.

As have seen, Norwegian shipping in the 1980s Wwagacterised by the process of
building larger business units through takeovesrarrgers. The owners of I.M. Skaugen
identified a need as well as an opportunity toruestire Norwegian gas carriers. Skaugen
bought shares in another significant gas compamyil@en got hold of more than 15 per cent
of the shares in Laboremus. Shortly after I.M. $jauhad entered Laboremus in 1984, the
Skaugen family managed to persuade the other otmerdend the capital stock of the
company. The Skaugen family argued that this woulgtove the cash situation of
Laboremus (which we saw was weak) and increaspdbgbility to contract new ships. As a
result of these operations the number of sharelwldereased from 200 to 700, and
Laboremus received new capital which could fad#éitexpansion. At the same time, however,
Svein Bakkevig's ownership position within Laboreszwas significantly diluted. A couple
of years later the other owners agreed to reliealkkBvig of the position as manager of

Laboremus. And in 1989 Laboremus was merged iMo$kaugen.
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This process is very similar to the one which tptdce in Excelsior before Bendt
Reinert Rasmussen lost control of his company aadtd sell the rest of his shares to Morits
Skaugen (see above). As in the case of Excelsiorit8/Skaugen was the operator and player
in the process which removed the Einar Bakkevigmhg company as an owner manager of

Laboremus.

Laboremus was a shipping company which failed tetrseveral of the challenges
discussed in the theory section above. Towardsndeof his life Tarald Dannevig, the
founder of the company, became more and more visksa. Moreover, he seems to have lost
both faith and interest in shipping. He was saafivith managing a diversified portfolio of
investments in shares and bonds. In contrast tings in previous research, in this case it
was not an inheritor which exhibited this behavjdout the founder himself.

After Dannevig retired, he handed over the ownemagament of Laboremus to a
another “shipping family”, the Bakkevig family. Riaularly Einar Bakkevig, second
generation in his own family demonstrated that &e ideas and intention to develop the
shipping company further. With his strong positamshareholder in Laboremus Dannevig,
however, even after his retirement functioned akdpad and prevented Einar Bakkevig
from realizing his plans. Laboremus thus illustsateat a fragmentation of ownership, in this
case between business partners and not within aerdamily, may be devastating to the
growth and effective management of a businessmger Laboremus and Einar Bakkevig
might have fared much better with a stronger decisnaking power in Bakkevig hands
without interference from other owners. He couldéhareated a profitable shipping business
and built capital reserves at an earlier stagek IbhAceserves turned out to be a fatal weakness
in a trade as capital demanding as gas transpath. AWveak capital basis Bakkevig's
expansion of the gas trade implied that Laborensaaraulated a debt threatening the

survival of the company.

This case also illustrates how important it isda@hipowner to have full control of his
firm. Bakkevig's relatively weak ownership positiiass than a quarter of the shares in
Laboremus) made him vulnerable to opposition antbagther owners and to takeover
efforts from outside players. The economic diffted of Laboremus spurred the other
owners to take action and motivated external iroredb go in and restructure both

Laboremus and the gas trade in Norway.
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Conclusions

The shipping industry in Norway has traditionalelm dominated by founder and family
owned firms. Even today family ownership is a doatiimg ownership form in Norwegian
shipping. Several of the large shipping companastbeen owned by the same family for at

least three generations. They have developed ihtd we may describe as family dynasties.

The presence of family dynasties within shippiongtcadicts standard claims within
research on family businesses. In this reseattisibeen maintained that family owners are
risk averse and accordingly tend to avoid busiaessities which require large and risky
investments. In line with this reasoning family imesses should be less prevalent within
capital intensive industries and should as a rmeain small or medium sized. The
Norwegian shipping industry seems to diverge frathiof these predictions. Shipping is a
highly capital demanding business activity. Nonkibg Norwegian shipping has been
dominated by family businesses, and many of thexsdyf-owned shipping enterprises have

become large and global operators.

How can we explain that large family dynastieséhanrvived and continue to thrive

within the shipping sector?

In order to answer this question we started thpepdiscussing some challenges
facing family businesses according to previousaede The implication of the traditional
view is that successful family dynasties must Hasen able to handle these challenges in a
satisfactory way. (And that family-owned shippimgris which did not survive failed to

overcome the challenges.)

The empirical cases discussed in this paper italibat not all the challenges
mentioned in the previous literature have beervagieto Norwegian shipping companies.
With some exceptions, as for instance Tarald Daignev.aboremus, the ship owners and
owner managers which we have described above we¢resk averse. And, again in contrast
to previous research, the inheritors in the varfansily owned shipping firms presented here
were not characterized by failing work morale aklaf interest in the family business.

On the other hand, our shipping cases demonstrate focus upon owner control
and on avoiding dilution and fragmentation of thenership is a significant prerequisite for
survival. In both the shipping firms which were ¢akover by other owners (Excelsior and
Laboremus), the original owner family had a too kstaare of the company’s stock. The lack

of owner control was not balanced by loyal partrvéne supported the owner family’s
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position. In both firms external investors with tapand ideas could easily enter and push

the original owners or owner managers aside, take @and restructure the companies.

In the two surviving family dynasties, the Rasnams&roup and Fred.Olsen, special
care has always been taken to guard the familyiseowontrol against other investors. In the
Fred. Olsen case this was accomplished througimalea pyramidal system of ownership
backed by ingenious crossholdings across the martyg pf the system. In Fred.Olsen’s case
the family had also been consistently occupied withcentrating the owner control in the

hands of only a few members of the family.

Facing the challenges related to owner control@mtentration may be a necessary,
but certainly not a sufficient precondition for tharvival of family dynasties. It cannot
explain why family owned firms are successful coregao enterprises with dispersed
ownership and professional management, or that $amiy owned shipping companies are
more prosperous than others. The challenges mewtiare defensive ones, and it is
necessary to meet them in order to avoid certablpms. But successful family businesses
within shipping must have some other comparatiweaathges, some positive characteristics

which distinguish these businesses from their caitops.

In the description of the Fred. Olsen company arxelsuggested one such quality. We
showed that in this family business all power waiscentrated in one pair of hands.
Combined with a small administration this poweusture has given the owner manager
extensive decision-making flexibility. This flexiity may enhance the company’s capacity to

adapt to continual changes in technology and maxdeditions.

Another particular quality seems to be that thatiens within owner families are
often characterized by altruism, loyalty and tristmany family businesses the owners
attempt to extend these trust relations to custered business partners. As we have seen,
the first Fred. Olsen preferred to have ownetsisrcompanies which he personally trusted.
The same attitude was exhibited by Einar Rasmus§¥een Einar Bakkevig planned to go
into gas transport, he first spent much time aretggnon developing trust with potential
charterers. It is possible that this emphasis upolding trust relations give family businesses

an advantage compared to managerially dominatexipeiges.

On the other hand, we should not exaggerate tperiance of trust. Shipping is an
industry where competition is fierce, and whereqhdicipants are eager to outdo their
competitors. Moreover, there are many examplesisingss partners not honouring the trust
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they have received. For instance, Bakkevig in Labwrs had to witness that the family’s
previous business partner, Fearnley & Eger, inl®®&0s chose to form an alliance with the
investor who finally orchestrated the demise offémaily as owner managers. Some years
earlier Einar Bakkevig also experienced that Doenaitals, with which he seemingly had a
very close business relationship, forced the frigigtes down as soon as their contracts with

him expired and the market conditions gave themegodwdo so.

Instead we want to draw attention to another ptgpef family businesses within
shipping. Shipping is no doubt capital intensivat Bis first and foremost a knowledge and
information industry. Being a ship owner and ogeaships in an international market
require a unique package of various forms of kndg#e As Nygaard (2005) shows in his
description of the first Fred. Olsen, he had to e@nd knowledge of many aspects of
shipping. Of course, he had to be well acquaintigd the world of charters and ship broking.
He had to have an eye on the general economidisitua the world. He should be familiar
with accounting and finance. But it was also neagsthat he knew enough about ship
technology to be able to evaluate tenders fronedhfit yards. And when it comes to the

shipping trade itself, gathering and judging laageounts of information is of the essence.

Some of these forms of knowledge are concreteer®thre more subtle and nearly
tacit, as illustrated in the frequent use of waadsbusiness intuition” when successful ship
owners are described. It seems that the necesspagites and know-how in shipping has to
be acquired through personal experience or threwayking closely with skilled persons in
the trade. Typically some of the ship owners in@ses acquired their knowledge through
growing up in a shipping family and by working abgwith their fathers. Moreover, they
had occupational experience from various fieldghefshipping trade. They all had to go a
long way to obtain the competencies necessary tagea shipping company. And the

family firm seems to offer a very favourable franwelwfor developing these skills.
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