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Abstract 
This paper attempts to examine superior operations strategy, through the lens of resource 
procurement, as a dynamic compound of the industrial organisation (IO) and resource-
based view (RBV) applications in close alignment with a firm’s underlying 
organisational conditions. The concept of operations strategy has led to different 
competing paradigms. Reconciliation of IO and the RBV, and re-examination of 
context-content links in the field are necessary. This research has been conducted 
through a longitudinal case study. A critical event separates it from earlier related 
triangulation research. The findings suggest that the combined application of IO and the 
RBV, supported by several embedded dynamic and unique organisational conditions 
subject to organisational internal and external effects, would compound the 
characteristics of an operations strategy that would affect the performance of resource 
procurement. The operations strategy generates competitive advantages which are often 
idiosyncratic, and influences timely procurement of long-term strategic supplies and the 
organisational competitiveness position, which are not necessarily the logical products 
of a pertaining competition context. A firm’s capability or knowledge assets in 
managing the interfaces of the organisational internal and external effects is crucial to 
explain the performance of the operations strategy. This paper suggests that the 
reconciliation of the RBV and IO can even sustain a firm’s performance during 
downturns. This can contribute to an area of operations management that has not yet 
received enough attention. 

 Keywords: procurement, compounded asset, operations strategy, resource capabilities, 
organisational conditions 



Web Journal of Chinese Management Review • Vol. 11 • No 3 2  

 

 

Introduction 
Operations strategy is a key element in industrial companies. It has been studied from a 
variety of perspectives, notably strategy discipline, that provide for different views of 
the subject area. Rapid technological and social changes alter the landscape of business 
environments. Firms that operate in such environments face uncertainty and novel 
changes. As a result, the boundaries between the firms and their external environments 
are very indistinct. There have been growing concerns in recent years that reliance on 
standalone perspectives, either industrial organisation (IO) or the resource-based view 
(RBV), may be inadequate to explain the performance of operations strategy (Schroeder, 
Bates & Junttila, 2002; Nohria, 2004). Some even purport that both perspectives must be 
considered for strategic planning and performance management (De Toni & Tonchia, 
2003; Peteraf & Bergen, 2003). As the global business environment is increasingly 
complex, operational managers need to be better aware of the spin-off impacts of their 
strategic decisions on operations management within the total corporate structure. The 
ways in which operations strategy interacts with other strategies at all levels within an 
organisation are crucial to attaining business competitiveness.  

Through a longitudinal investigation, this paper attempts to establish that a superior 
operations strategy is a dynamic compounded asset that embeds both IO and RBV 
interventions (Schendel, 1994; Hitt, Ireland & Hoskisson, 2001; Nohria, 2004) aligned 
with a firm’s unique organisational conditions such as networking and legitimacy 
practices. We extend this inquiry based on our earlier triangulation case research on 
MIB, a Kuala Lumpur Stock Exchange (KLSE) quoted resource-based firm (Hui, 2004). 
IO and the RBV are two major theories on how a firm can achieve above-average 
returns through superior strategic management mechanisms. The former assumes that 
the firm’s external environment determines its performance (e.g. Porter, 1980; Scherer 
& Ross, 1990), whereas, the latter purports that there is heterogeneous existence of 
resources and that the firm’s internal structure determines its performance (e.g. 
Wernerfelt, 1984; Barney, 1995). MIB is Chinese family owned, tightly knit and may 
have developed unique ways of managing knowledge assets. The economy of China and 
the ‘Overseas Chinese Networks’ that have demonstrated considerable presence in the 
private business sectors of Singapore, Taiwan, Malaysia, Indonesia, Thailand, and The 
Philippines have been the subjects of recent attention as China enterred the WTO. 
Despite their demographic minority, overseas Chinese account for a disproportionate 
amount of the economic activity of Southeast Asia. For instance, while overseas Chinese 
total only three percent of Indonesia’s population, the firms they controlaccount for 
more than half of the country's trade and three quarters of its private domestic capital 
(e.g. Mackie, 1992; Wai & Martin, 1992; Hodder, 1996; Lim, 1996). However, this 
highly visible ethnic minority does not always enjoy the full protection of their states. 
Despite their economic success, they are often faced with discrimination and asset 
expropriation. This was particularly striking in the violence carried out against overseas 
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Chinese properties in several parts of Southeast Asia by local indigenous people during 
the Asian economic crisis. So, there is apparently a wide range of complex issues, quite 
apart from the normal strategic and operational issues of running a family business, 
which face the founders and their families (Birley, Ng & Godfrey, 1999). The founders 
need to address many issues they encounter in the interest of business success and 
stakeholder harmony (Nager, Garcao, Aronoff & Ward, 1998). Chrisman, Chua and 
Steier (2003) argue that incorporating family business, which might offer unique 
appealing settings for investigating certain organisational phenomena, into mainstream 
theories of management is important for the theories to become more robust, given the 
vast majority of organisations that exist, or will exist, in the world.  

The main objectives of this paper are to (i) develop a theoretical framework grounded in 
the related strategy (IO and the RBV), operations management (procurement and 
timeliness) and family business literature such as network theories that would 
characterise the organisational conditions of the case under investigation; (ii) view and 
analyze operations strategy through the lens of procurement timeliness in the context of 
the family firm; and (iii) examine how the firm capitalises on its unique resource 
capabilities — it acquired two sustainable green supplies in 1999 (Hui, 2004) and 2003 
— or organisational conditions, subject to internal and external organisational effects 
and under a prevailing competition context, in order to move in a timely fashion from 
depleted operations to sustainable ones.  

This paper is organised as follows. First, the theoretical bases of the research are 
presented. This is followed by a section on the longitudinal research method, which 
discusses the rationale and research design for the longitudinal inquiry. It also introduces 
the 1997-1998 Asian economic crisis as a critical event. The longitudinal analysis on 
qualitative data is presented subsequently before we discuss contributions, implications 
and draw conclusions. The findings of this research suggest that both the IO and RBV 
properties drive the timely acquisition of valuable green supplies. Though not many 
organisational strategists would accept the notion that both can be readily reconciled, the 
firms’ capabilities in compounding the operations strategy dynamically to a prevailing 
competition context are crucial to explaining their performance. 

Literature Overview 

Theories of the Firm 
IO is a dominant strategy model arguing that the external environment or market power 
explains firms’ economic performance. Market share, level of industry concentration 
and barriers to entry are seen to shape market power (e.g. Bain, 1951, 1956; Porter, 
1980, 1985). The traditional focus of IO has some shortcomings as it neglects intra-
industry differences in firms’ characteristics. Against this backdrop, the RBV 
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investigates the extent to which firm-specific characteristics are drivers of sustainable 
competitive advantage in a diversified firm (e.g. Penrose, 1959; Wernerfelt, 1984; 
Collis, 1991; Barney, 1995). Resources can either be tangible or intangible (Barney, 
1991; Grant, 1991). Capabilities are the firms’ ability to deploy purposefully integrated 
resources to achieve desired ends (Hitt, Nixon, Clifford & Coyne, 1999). A resource 
capability is ‘valuable’ when it allows firms to take advantage of opportunities or 
neutralise threats in their external environments (Dierickx & Cool, 1989; Barney, 1995). 
Not surprisingly, therefore, the RBV purports that the firms’ unique combination of their 
internal resource capabilities is the critical link to the above average returns. Core 
competence is a key concept linked to the paradigm (Prahalad & Hamel, 1990).  

Nonetheless, some empirical reports have shown that both IO and the RBV are 
important in determining, though to different degrees, firms’ economic performance 
(e.g. Spanos & Lioukas, 2001; Hawawini, Subramanian & Verdin, 2003). An effective 
strategy is possible when there is good fit between a firm’s internal characteristics and 
external factors (Andrew, 1971). Competitive advantage often is not based on individual 
assets or practices that may be easily duplicated, but rather on a series of practices or a 
high-level collection of routines for producing significant outputs of a particular type 
(Schendel, 1994; Winter, 2000; Nohria, 2004). Ahmed, Montagno and Firenze (1996) 
have also found that firms using various operations strategies, that could be few but 
appropriate and effective, perform better than those not using those strategies. Peteraf 
and Bergen (2003) have developed an RBV and IO model for scanning complex 
competitive fields to show that both theories are complementary and combine to affect 
the firm’s outcomes. Lowson (2003) also demonstrates how the strategic decisions 
involved in formulating an operations strategy reflect both the IO and RBV properties. A 
firm is essentially a factor of production. To sustain competitive advantage, Hitt, Ireland 
and Hoskisson (2001) advocate that the firm needs to view itself as an integrated bundle 
of the IO and RBV applications that align closely with its organisational goals.  

Procurement and Timeliness 
We consider in this article that both procurement and timeliness fall within the scope of 
an operations strategy. The business timeliness concept is widely regarded as the key to 
growth for a firm. For instance, acquisition of valuable material supplies affect the 
firm’s timeliness performance (Hui, 2004) and such performance is also shaped by 
timely acquisition of the valuable supplies. Several works (e.g. Hoon & Hong, 1996; 
Dangayach & Deshmukh, 2001) provide reviews of the business timeliness literature. 
An effective choice of logistics strategy must be guided by the objectives of firms as 
well as by their resource capabilities, in addition to recognising the importance of the 
external business environment (La Londe & Masters, 1994; Bhattacharya, Jina & 
Walton, 1996). A resource is likely to be ‘valuable’ when the supply of the resource, 
under conditions of overwhelming demand from the mid- to long-term, for 
manufacturing is becoming depleted and the industrial structure in which the resource is 
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located is highly fragmented, has overcapacity and is under pressure from environmental 
issues. The value creating capability of this ‘valuable’ resource is subject to several 
dynamic organisational internal and external effects. Organisational timeliness is closely 
linked to the acquisition of such a resource (Hui, 2004).  

Strategic procurement provides an assortment of items into internal and/or external 
relationships. It affects overall corporate performance by trimming procurement costs 
and having a positive impact on organisational financial effectiveness (Biemans & 
Brand, 1995; Ferguson, Hartley, Turner & Pierce, 1995). Firms begin to realize the 
impact strategic procurement can have on their competitiveness, and they gradually shift 
the function from a tactical to a more strategic one (Spekman, Kamauff & Salmond, 
1994; Carter & Narasimhan, 1996).  

Cox (1996) has identified the need for proactive strategic procurement management that 
links competencies, relationships and asset specificity. The linkage reduces the cost of 
transactions and improves profitability. Luu, Ng and Chen (2003) add that client 
characteristics, project requirements and external environment influence the selection of 
procurement system. In other words, the procurement strategies also enable the 
development of tacit knowledge of supply markets and adaptation to supply 
environments that provide new uses for existing resources. This core competence, or 
specialized asset, including architectural knowledge of manufacturing, cannot be easily 
imitated by competitors (Venkatesan, 1992). The creation and utilization of various 
knowledge-based assets and organisational routines in operations strategy thus 
contribute to superior rents derived through innovation. Rents appropriation from such 
knowledge assets innovation is somewhat assured over a longer period of time (Winter, 
1987; Iyer, 1996). According to the literature, both the IO and RBV properties influence 
procurement performance. These properties could tactically shape firms’ cost structures, 
supply process responsiveness and stockholding levels. At the strategic level, their 
compounded characteristics could also affect firms’ long-term procurement interests and 
competitive positions. 

Family Enterprises’ Characteristics and Practices  
There is a diverse literature on the management styles of Chinese family enterprises. 
Family firms’ networks with others take different forms, from simple to complex, as 
safety nets to cope with competitive rivalries. Social capital is goodwill available for 
individuals or groups. It has the potential of increasing breadth and depth of a firm’s 
existing networks (Coleman, 1990; Burt, 1992, Adler & Kwon, 2002). These network 
relationships facilitate the firm’s repositioning to compete more effectively, allow 
information sharing and pooling of inter-firm resources, and provide greater value to 
customers (Abegglen, 1994; Coyne & Dye, 1998). Though some of these successful 
relationship (or ‘guanxi’ in Chinese) driven networks do not require a major capital 
commitment, Chinese business groups tend to be widely diversified as a result. Kao 
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(1993) defends such a scenario as firms are able to develop highly liquid and generic 
asset regimes that can be rapidly deployed when they are under perceived threat and 
enable them to profit from fleeting opportunities.  

Institutional environments are characterised by the collection of rules and regulations 
that constrain a firm’s behaviour by defining moral, legal and cultural boundaries. 
Chinese family business groups began emerging as the ASEAN’s dominant 
entrepreneurial force and filled many institutional voids immediately in the aftermath of 
World War II when there were several institutional forces at work including colonial 
retreat, communist insurgency and the rise of nationalist governments (McVey, 1992). 
Chinese firms developed relational forms of contracting as they had weak business 
infrastructure at the outset of ASEAN's industrialisation. Relationship-based transactions 
would have affected the subsequent institutional developments in the region. They might 
have also frustrated efforts at that time by the region’s policymakers to enforce more 
rules-based contracting and infrastructural reforms. This would suggest that dominant 
organisational forms can influence their institutional environments (DiMaggio & 
Powell, 1991; Carney & Gedajlovic, 2002). Oliver (1997) finds that firms’ economic 
performance is closely linked to their ability to manage institutional context decisions.  

Family members are the most important natural strength for Chinese family firms. Real 
strategic information is often kept in the heads of the family. This management style has 
the advantage of enabling fast decision making. It avoids leakage of strategic 
information to competitors (Tsang, 2002). Nonetheless, when founders view their family 
firms’ performance as an extension of their own well-being, they would be eager to 
consider alternatives even outside the family cycle. A healthy owning family with 
appropriate values, in fact, could be a valuable resource capability for a family firm 
(Aronoff & Ward, 1992). Apart from that, dominant family members who own a 
significant portion of a Chinese family group's businesses are not always obvious to 
outsiders. At times, family control also creates special features among Asian Chinese 
family firms that affect the success of alliances between the firms and foreign 
corporations (Beckhard & Dyer, 1983).  

Successful entrepreneurial firms often leverage internal knowledge and capabilities by 
connecting them with external forces. This practice, often considered as one of the best 
practices used to achieve certain types of superior performance, creates isolating 
mechanisms making imitation across firms more difficult (Lorenzoni & Lipparini, 
1999). Chinese family firms’ management practices could be valuable and more robust 
if they could innovatively integrate with both IO and RBV properties, reflecting what 
can be a practical dynamic perspective, especially in terms of combining different 
resource capabilities within the firms in the light of external forces. 
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Longitudinal Research Method 
Case studies are useful in reflecting a holistic portrayal of a firm's experiences whereby 
researchers attempt to produce as much context as possible for each step of the research 
process, comparison, and design, as well as for the conclusion drawn. Yin (1994), for 
instance, points out that triangulation methods do lead to building theories applicable to 
the world at large as they investigate contemporary phenomena within real-life contexts, 
especially when the boundaries between phenomena and contexts are not clear. The 
methods are powerful in developing new theory for operations management that 
addresses both the physical and human elements of an organisation (Meredith, 1998; 
Barnes, 2001; Voss, Tsikriktsis & Frohlich, 2002). Longitudinal studies, on the other 
hand, could involve quantitative and/or qualitative study at multiple time points (Mills, 
Neely, Platts, Richards & Gregory, 1996; Burgelman, 2002). Researchers are concerned 
with offering explanations of past events and potential variations of dependent variables 
gathered at two or more points in time. Managers, on the other hand, are more 
preoccupied with what will happen, and with keeping track of extended insights on a 
phenomenon over a period of time. This dynamism suggests that there is considerable 
merit in incorporating the effects of a critical event that shape MIB’s longitudinal 
performance on the basis of prior research analyses and theoretical framework 
development. 

The Unit of Analysis 
Since the early 1990s, MIB has procured non-sustainable tropical log supplies mainly 
through a supply partnership with MSB, a related company with common directors and 
shareholders. The MIB-MSB supply partnership for tropical logs requires MSB to sell 
all exportable, merchantable and commercial timber extracted from specified areas to 
MIB. Nonetheless, the local government’s series of policies that encourage value-added 
local processing (Tay & Abi, 1996), the Malaysian government’s commitment to 
achieve the International Tropical Timber Organisation’s sustainable forest management 
requirement by year 2000 (Chew, 1996) coupled with other factors have put immense 
material supply pressures on wood-based products manufacturers.  

To mitigate the suppliers’ bargaining power, MIB secured in 1999 the right to harvest 
and purchase plantation logs on a sustainable basis from SAFODA (Sabah Forestry 
Development Authority) within SAFODA’s 150,000 hectares of gazettal areas for a 
period of 60 years. The right is under the platform of a joint reforestation venture the 
company had with SAFODA. The reforestation collaboration includes the planting of 
250,000 hectares with fast-growing Acacia Mangium trees, which have a short rotation 
period of approximately eight to ten years. Under the collaboration, MIB’s roles 
amongst others are:  



Web Journal of Chinese Management Review • Vol. 11 • No 3 8  

 

 

‧ To commence new planting of 20,000 hectares per year from 1998 for five years, 
which will produce a total of 100,000 hectares of plantation;  

‧ To replant all the harvested SAFODA’s plantations forest from its existing wholly 
owned 150,000 hectares gazettal areas after clearing; and  

‧ To manage and increase, in a sustainable way, the plantation areas to a total 
plantation estate of 250,000 hectares (100,000 + 150,000) by the year 2012. 

SAFODA will render technical know-how on the reforestation, while MIB will supply 
the harvesting expertise in the said supply collaboration. Our industrial experiences also 
show that having favourable access to large timber concession areas on a sustainable 
basis enables manufacturers like Jaya Tiasa Bhd, WTK Holdings Bhd and Lingui Bhd to 
reap profitability well above the wood-based industry’s average returns. 

Introducing a Critical Event 
We select the Asian economic crisis that took place between 1997 and 1998 as the 
critical event separating our earlier triangulation research based on MIB’s dataset 
relative to the year 1997 and before (Hui, 2004) with the current longitudinal inquiry. 
There are different views on the exact cause of the Asian economic crisis. The crisis has 
undoubtedly depressed economic growth in affected Asian countries. Henderson (1998) 
points out that many widely diversified Chinese business groups located in the Asian 
region suffered from sharp overcapacity in commodity manufacturing at the time of the 
crisis. Recovery from the crisis began in early 1999, and by May 1999 an increasing 
number of observers suggested that it might be over (Giancarlo, Pesenti & Roubini, 
1999).  

Research Design 
To identify the changing patterns of a firm’s performance, there must be a timeframe 
over which the firm must possess certain characteristics. The shortest would usually be 
two consecutive years. But the longer the period, the better could be the confirmation of 
a clear pattern in the firm’s performance characteristics. A pattern should not exist just 
temporarily, but should actually exist (Robbins & Pearce, 1992; Bruton, Ahlstrom & 
Wan, 2003). The Asian economic crisis began approximately in June 1997. Salient 
recovery started more or less in May 1999.  

We allow that during two years, 1998 and 1999, the crisis became a major critical event 
impacting on MIB’s performance characteristics. A time difference of six months should 
be sufficient to buffer for the cut-off accuracy of the crisis’s commencement (June 1997) 
and conclusion (May 1999). We track the longitudinal developments for MIB as a result 
of the crisis in the three consecutive years following 1999 (2000, 2001 and 2002) to 
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mainly gain insights into the firm’s procurement strategies, performance patterns and 
outcomes. We are of the view that the current strategic events need to be set in the 
context of past strategic events to be better understood. Hence, we also include major 
developments in 1998 and 1999 that would allow more comprehensive analyses of 
MIB’s operating strategy over a total period of five years on top of the period before 
1998 as presented in earlier research (Hui, 2004). 

Indicators 
Proper indicators shall also be used to measure the pattern of the firm’s performance 
characteristics. The use of financial ratios coupled with other multiple measures can 
provide greater validity in terms of sample selection (Venkatraman & Grant, 1986; 
Davis, 1993). The acquisition of ‘valuable’ material supplies offered MIB several 
timeliness-related benefits. The stockholding period (80 days), shorter than the industrial 
average for 1996/1997 as per Table 1 (Dynaquest, 2000), allows the firm to ease 
working capital pressures and have more flexibility to prioritise over operations 
management competencies, such as supply chains management responsiveness, human 
capital development and financial management (Hui, 2004). The capability to vary the 
stockholding level of ‘valuable’ resources gives MIB strategic flexibility; though 
holding the resources longer may potentially capture abnormal sales, there are also 
additional risks in inventory management. The firm also recorded a net profit margin in 
1995 (19%), 1996 (21%) and 1997 (22%)1, higher than the average in the industry (see 
Table 1).  

The literature reviewed earlier suggests that both IO and the RBV influence procurement 
timeliness tactically and strategically. At the strategic level, their compounded 
characteristics are essential for safeguarding organisational long-term procurement 
interests and sustaining competitive positions. In line with the research objectives stated 
at the beginning, our subsequent data analyses and discussion of results will examine 
salient characteristics of how MIB, a family firm, uses these characteristics to move in a 
timely fashion from operations facing depleted supplies and procurement constraints to 
sustainable ones under the MIB-SAFODA supply partnership scheme. The compounded 
characteristics enabled MIB to secure new sustainable supplies in 2003 while continuing 
the existing right of harvesting for a 60-year period with the SAFODA green supplies 
secured in 1999 (Hui, 2004).  

 
1 The ratios are analyzed based on MIB’s listing prospectus and annual reports for the financial years 

1995, 1996 and 1997. 
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Table 1 Sawmill and Timber Processing Industry Average Financial Ratios 

Industry Average Ratio a 92/93 93/94 94/95 95/96 96/97 5-year 
Average

(I) Financial (Solvency) Ratios 
‧Dividend Cover 

‧Interest Bearing Debts to 
Equity 

‧Total Liability to Total 
Equity 

‧Current Ratio 

‧Term Interest Earned 

 

4.83 

0.43 
 

0.72 
 

1.45 

8.00 

 

10.27 

0.47 
 

0.86 
 

1.90 

23.57 

 

5.75 

0.61 
 

1.04 
 

1.75 

26.00 

 

4.66 

0.67 
 

1.07 
 

1.69 

25.47 

 

5.57 

0.53 
 

0.85 
 

2.35 

83.00 

 

6.22 

6.54 
 

0.91 
 

2.83 

33.22 

(II) Management Evaluation 
Ratios 
‧Total Asset Turnover 

‧Fixed Asset Turnover 

‧Current Asset to Sales 

‧Days Stocks 

‧Days Trade Debtors 

‧Day Trade Creditors 

 
 

0.73 

1.74 

1.72 

81.00 

98.64 

2.57 

 
 

0.88 

2.35 

1.74 

81.94 

67.31 

20.88 

 
 

0.60 

1.61 

1.51 

100.07 

92.66 

31.77 

 
 

0.63 

1.72 

1.43 

91.34 

121.37 

43.24 

 
 

0.62 

1.86 

1.39 

83.32 

130.03 

30.85 

 
 

0.69 

1.85 

1.56 

87.54 

102.01 

30.06 

(III) Profitability Ratios 
‧Operating Profit Margin 

‧Net Profit Margin 

 

16.08%

13.39%

 

22.88%

19.51%

 

19.81% 

15.58% 

 

6.01% 

1.12% 

 

15.03% 

11.14% 

 

15.84%

12.16%

(IV) Performance Ratios 
‧Annual Sales Growth Rate 

‧Annual Earning Growth Rate 

‧Return on Shareholder’s 
Equity 

 

29.76%

44.18%

15.95%

 

182.08%

19.55%

21.05%

 

5.29% 

(10.13%)

15.98% 

 

15.39% 

3.77% 

3.24% 

 

12.56% 

(49.99%)

8.89% 

 

49.02%

13.48%

12.94%

a This table is taken from Dynaquest (2000). The timber industry average ratios were prepared 
based on financial statements of five KLSE-quoted companies. They are MGR Corporation, 
Minho, Sindora, Subur Tiasa and Tekala. As MIB, timber processing is the principal business of 
these companies. 

Related Case Study and Interviews  
This paper has benefited from earlier fieldwork and interviews done in closely related 
research (Hui, 2004). We carried out the interviews during about two years of full-time 
industrial attachment with MIB between 1998 and 1999. The interviews attempted to 
identify and examine the firm’s mainstream issues that were also relevant to our 
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research. Examples of research questions that we asked are: What are the firm’s salient 
procurement strategies, management styles and internal characteristics? How are the 
supply processes installed and maintained? What are the firm’s external forces and its 
strategies to neutralise threats and capture opportunities from such forces?  

Below are some key informants for the interviews and the types of information solicited: 

‧ Managing director – for issues pertaining to the corporate level, such as the 
formation of the firm, its strategic expansion plans, obligations to organisational 
internal and external stakeholders, and medium to long-term viability 

‧ Chief operating officer – for issues pertaining to the operation level, such as the 
management of production, logistics management, strategic procurement and high-
level contacts with governmental authorities 

‧ Forestry director and general manager – for issues pertaining to developing and 
sustaining MIB’s upstream and downstream operations, such as acquisition of green 
supplies, business development and corporate affairs 

‧ Functional managers – for issues pertaining to different functional areas such as 
marketing, accounting, manufacturing and human resources.  

We also used non-participative observations to make some generalisations about the key 
issues under study and to complement the data collection methods used. The 
observations were carried out at MIB’s manufacturing sites and corporate headquarters. 
We sat in for related in-company meetings. The non-participative observations either 
confirm or disconfirm what we had learned from the interviews and records data. Our 
more or less two-year direct involvement (performing official executive functions) with 
the company mitigated the non-participative bias. It builds detailed preliminary 
understanding of MIB’s longitudinal developments cutting across different disciplines 
and time points. This does not mean that non-participative studies are more inclined to 
bias. Somehow, it is not always possible to fully capture through these studies the 
relevant mainstream and even ‘dark side’ aspects of the organisation under investigation. 
Interviewees, especially those from the senior level, are sometimes reluctant to reveal 
negative or even strategically important elements which are crucial to theory building by 
outside researchers.  

Ascertaining key developments that took place in MIB between the years 2000 and 2002 
required a meeting in person with MIB’s founders, the managing director and chief 
operating officer. We also contacted the company’s key informants who provided 
information for the earlier research (Hui, 2004) via phone and/or meetings in person. 
These data collection initiatives took place mainly between the years 2000 and 2003. 
The analyses and discussion presented in this paper were also circulated to some of the 
key informants for further review and feedback so as to establish their factual validity. 
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This qualitative data gathering is helpful in gaining an understanding of MIB’s 
longitudinal performance in the wake of the Asian economic crisis. It is worth 
mentioning here that we also have a research attachment with a local institution of 
higher education that provides appropriate local proximity to monitor, review and 
comment on the longitudinal research.  

Records Data 
We collected different types of records or secondary data to provide information as 
broadly as possible about the company in order to assist us in forming a global 
perception of the organisation. Organisational members from different functional areas 
directed us to in-company hard copy documentation and archives to get a fundamental 
general understanding of the organisation as well as detailed information related to more 
focused areas. The types of information that we collected were accounting information, 
marketing records, information on manufacturing processes and statistical data, several 
sets of key in-company meeting minutes on the firm’s strategic issues, research reports 
on several key projects, official announcements through the KLSE, and annual financial 
statements, to name a few. We also carried out extensive search on external sources such 
as analysts’ industrial reports, industrial governing authorities’ official reports, statistics, 
comments and guidelines on overall industrial standard operating procedures. The 
extensive records data is one of the multiple sources to complement our understanding 
of MIB and to reduce retrospective bias. 

Based on the records data, we also ran a time-analysis to detect the patterns of change in 
MIB’s turnover over regular intervals between June 1993 and June 1998. The analysis 
helps to arrive at an estimate for the future and cope with uncertainty about the future as 
the Asian economic crisis began more or less in 1997. We found the trend line equation 
to be Ŷ = 12,463.26 + 93.71X and estimated turnover for the third and forth quarters of 
1998 as RM 16,862,820 and RM 16,675,420, respectively. However, the reliability of 
these estimates would be questionable if the trading relationship between MIB and its 
major customers did not last long enough and more favourable customers could not be 
solicited in a timely fashion to maintain corporate earnings sustainability. The Asian 
economic crisis was also going on at that time. If major customers encountered 
significant financial difficulties and key export markets’ selling prices were depressed, 
substantial uncertainty would need to be dispelled concerning MIB’s earnings prospects.  
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Figure 1 Time Series, Trend Line and 4-quarter Centred Moving Average for 
Quarterly Turnover Data a 
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a MIB’s turnover figures in RM’000: 1993 Jul-Sept 7,979; Oct-Dec 3,906;  

 1994 Jan-Mar 3,108; Apr-Jun 6,521; Jul-Sept 8,137; Oct-Dec 8,597;  

 1995 Jan-Mar 4,139; Apr-Jun 7,543; Jul-Sept 5,261; Oct-Dec 13,250;  

 1996 Jan-Mar 2,561; Apr-Jun 8,311; Jul-Sept 14,122; Oct-Dec 9,887;  

 1997 Jan-Mar 8,680; Apr-Jun 13,172; Jul-Sept 10,072; Oct-Dec 8,029; and 

 1998 Jan-Mar 1,133; Apr-Jun 10,604 

 Trend line, Ŷ = 12,463.26 + 93.71X 

Data Analysis 
In line with Porter’s five forces model and a strengths, weaknesses, opportunities and 
threats (SWOT) analysis of the Malaysian wood-based industry (Hui, 2004), generally 
there is a shortage in the tropical log supply in the industry as a result of a number of 
factors such as sustainable forest management and highly fragmented industry 
structures. The industry scenario to some extent unduly affects MIB’s tropical log 
supply operations, which are mainly carried out through its wholly owned subsidiary, C 
Sawmill SB. In view of the unfavourable timber markets and prices throughout Asia 
since the Asian economic crisis, both traditional overseas and domestic buyers are 
facing financial difficulties. They have not been able to settle their outstanding debt 
balances in a timely fashion as before. Therefore, MIB’s Board of Directors considered 
it prudent to make doubtful debts or unforeseen liabilities provisions in the accounts. In 
addition, there were some write-downs for inventories to their current realisable values 
in view of underlying depressed markets.  
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The dominant goal of MIB’s strategy has been to effectively regain its footing and niche 
in the plantation timber industry in a timely fashion. The firm concluded negotiations 
and signed a new supplementary agreement in early 2003 with SAFODA on the 
inclusion of an additional 8,000 hectares of prime Acacia Mangium concession area. 
This co-operative effort stems from MIB’s principal intention to lead and champion the 
cause for responsible and sustainable forest management practices. The effort also 
coincides with each sustainable harvest cycle over the 60 years granted to MIB earlier 
by SAFODA for a total of 150,000 hectares of the latter’s land. The vice-president of 
SC, a Japanese multinational corporation, pulp and paper division in Tokyo, stated in his 
letter to MIB that:  

 We think Acacia Mangium chip from Bengkoka should attract Japanese pulp and 
paper companies because of its quality, its nature as man-made plantation, its 
location nearer to Japan and so on, on condition that the chip cost delivered to Japan 
is internationally competitive and stable supply is secured in the long run. 

Appendix A presents the longitudinal result analyses for some major developments 
regarding MIB’s operations, business circumstances and green supplies acquisitions 
between year 1998 and 2002 in chronological order. We summarise the major findings 
for these five years in the following key points, which are consistent with the family 
firm literature reviewed, and assertions about the firm’s initiatives to acquire valuable 
resources: 

‧ Supply sources. MIB acquired MFPP as a wholly owned subsidiary to develop, 
harvest and market wood products made from the sustainable green supplies 
acquired from SAFODA, which are in high demand. 

‧ Financial stability. The financial performance of the family firm is closely linked to 
the owners’ wellbeing. The owners pledge personal assets for financing and may be 
personally liable to the outcomes of the firm’s performance. 

‧ Networking. The Chinese family firm develops strategic alliances with other firms 
to safeguard and highlight its business interests and might. 

‧ Family-controlled. As the economic performance of the family firm has an 
immediate impact on the personal welfare of the firm’s owners and their immediate 
family members, the firm is largely family-controlled. 

‧ Non-family professional expertise. The owners of the family firm sometimes count 
on selective external expertise in areas about which they lack sufficient knowledge 
and in areas of the business that require greater participation by non-family 
managers.  
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Discussion 
MIB attempts to balance both supply and demand for its tropical log supply operations. 
On the supply side, the costs of acquiring new tropical log supplies are now relatively 
high. Timeliness capabilities could only be extended to those select few favourable 
customers as capabilities are now dictated by considerable uncertainty over tropical log 
supplies. On the other side of the coin, it is important to understand MIB’s strategic 
initiatives to move from the existing non-sustainable supply operation to a sustainable 
one. This is apparently reflected in the company’s reforestation- and woodchip-related 
products joint ventures with SAFODA in 1999, approximately one year after the Asian 
economic crisis. The company also intends to capitalise on its access to SAFODA’s 
valuable supplies by forming a potential international joint venture with SC, Japan. The 
key strategic point here is that without constant supply and/or success in securing the 
minimum required procurements, there will be no profit. The shortage of material 
supplies will have a profound impact on less diversified wood-based firms.  

The IO and RBV interactions are vital to establishing the ‘valuable’ feature of green 
supplies in a highly fragmented industry (an RBV characteristic) with commonly 
imposed industrial operating policies that encourage concentration (an IO property) 
(Hui, 2004, p. 617). MIB’s supply chain integration and prioritized resource capabilities 
that support continuous rent generation of valuable green supplies are all subject to the 
firm’s internal and external effects. MIB reached a further supplementary agreement 
with SAFODA on green supplies in early 2003. This reconfirms the firm’s commitment 
in the plantation timber industry. The principal activities of MFPP will inevitably 
become the mainstream operation of the MIB group. In fact, since 2001, or after the 
Asian economic crisis, MFPP has surpassed C Sawmill SB to become the major earning 
contributor to the MIB group. There have been corporate downturns and receiverships 
for some other KLSE-quoted firms associated with shortages of supplies during and 
after the crisis. The procurement of sustainable supplies that compounded both IO and 
RBV properties (Hitt el al., 2001) would have safeguarded MIB from corporate failure. 
In line with the assertion that a firm is a factor of production, the procurement and 
family firm literature reviewed, we amplify below MIB’s organisational conditions that 
support the application of compounded procurement strategies.  

Strategic Networking  
A firm does not exist in isolation in an industry. It interacts continuously with rapidly 
changing business environment. Smart companies use strategic relationship webs to 
grow businesses, shed unwanted risks and create further opportunities. The need to 
acquire strategic interpersonal skills to interface across organisational boundaries seems 
to be compelling especially for Chinese family businesses operating in regions where 
they are an ethnic minority. Chen (2001) indicates that ‘guanxi’ is critical to successful 
Chinese businesspersons. ‘Guanxi’ networks are valuable sources of information on 
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issues for which the official channels are inadequate. Overseas Chinese often rely on 
these networks when they are in a society that treats them with suspicion. Styles and 
Ambler (2003) further find that Chinese firms operating in a highly relational society 
may exhibit transactional behaviour. They even interplay between transaction- and 
relationship-based paradigms to optimise their business deals.  

MIB, likewise, develops upstream, internal and downstream networks integration with 
several related companies, governmental authorities, other Chinese firms, etc. The 
upstream and downstream supply chains integration keeps MIB lean and responsive to 
both external customers’ needs and internal manufacturing stability apart from 
production around common products via internal networks integration (Hui, 2004). The 
Acacia Mangium species is a primary material used for manufacturing common related 
products such as woodchip, medium density fibreboard, paper and pulp to reap 
economies of scale. Strategic linkage of both internal and external organisational supply 
chains in a way maximises MIB’s ownership from procurement to receiving customer 
payments. Nevertheless,  

 It is true to say that Malaysia’s timber industry is very fragmented with log 
harvesting, production of sawn timber and panels, and production of furniture in the 
hands of many individuals. (Asian Timber, 1992)  

This kind of industry structure disrupts demand and supply balance, and the firms within 
the industry compete fiercely for sustainable supplies. Consequently, strategic 
networking becomes a necessity to MIB in coping with competitive rivalries and 
resources pooling. To secure SAFODA’s sustainable supplies, MIB inter alia engaged a 
non-family forestry executive director to oversee the company’s forestry ventures, 
development and liaisons with SAFODA. The director had headed the forest plantation 
division of SAFODA prior to joining MIB. He had also been involved in Malaysian-
German sustainable forest management as the project director in the 1990s.  

Practicing Legitimacy 
Legitimacy is a resource in institutional theory. It is the general perception that the 
actions of firms are desirable within a social system and therefore is a resource leading 
to more support from stakeholders (Powell, 1991; Suchman, 1995). Often, firms’ 
sustainable competitive advantage depends on their ability to manage collectively their 
internal culture and broader influences from external entities (Oliver, 1997). The degree 
to which institutional elements influence business decision making varies from one 
setting to another. For instance, a firm operating in an emerging country may be 
subjected to more governmental control over its economic behaviour, as local authorities 
attempt to safeguard national interests. As a visible ethnic minority, those running 
overseas Chinese firms need to practice legitimacy so as to enjoy the full protection by 
the state.  
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The earlier triangulation research indicates that the local institutional environment 
influences firms’ access to new timber concession areas. The applications submitted by 
firms have to pass through several screening processes, including governmental 
appraisals (Hui, 2004). As mentioned above, engaging a SAFODA ex-senior personnel 
at the board level is one of the MIB’s strategic actions attempting to secure sustainable 
sources of supply. MIB also appointed an ex-secretary of Sabah state as its chairperson, 
and an indigenous person, who is the chief of the nation’s largest ruling party in Sabah 
state, as a non-executive director. These senior level non-family members of the board 
of directors are holding the firm’s equity. They play strategic roles in the development 
of MIB’s business and procurement strategies. It was stated earlier that MIB is gearing 
itself towards gaining a footing and niche in the plantation timber industry, which is 
closely linked to the local government’s strategic plans in resources allocation. 
Meanwhile, SAFODA is a statutory body entrusted to undertake reforestation and 
afforestation of wasteland areas. It has always been the Sabah state government’s 
initiative, for national development, to encourage land development by large-scale forest 
plantations near or in relatively more populated areas where reforestation ventures take 
place so that jobs can be created for the local people to reduce rural-urban migration. 
The engagement of local authorities facilitates MIB’s access to SAFODA green supplies 
that to an extent also provide the firm with greater defence against potential undesirable 
commercial litigations against it.  

Family Control 
The strategy making process for family-owned firms at the early entrepreneurial stage is 
more likely oriented toward ‘freewheeling opportunism’. Structured approaches to 
strategic planning are quite unlikely, as founders like to grasp as fully as possible any 
fleeting opportunities that arise. Founders dominate strategic thinking as well as action. 
They present themselves to negotiate with bankers, authorities, buyers and suppliers. 
While some kind of entrepreneurial start-up could have been supported through external 
funding, Chinese entrepreneurs often use their own financial capital to sustain growth at 
different phases of their business. As the owners of incorporated family firms, they 
sometimes also need to pledge their personal assets against borrowings from financial 
institutions. Financial institutions often like to hold owners responsible for performance-
related aspects of loans. The earnings and financial health of family firms consequently 
have immediate and significant impact on the wellbeing of owners. This impact might 
well extend to other immediate family members and/or professional personnel working 
for the firms. As such, formal job titles are not always a precise indicator of where 
decision-making authority resides in Chinese family firms. Informal lines of authority in 
the firms are prevalent. Family-controlled phenomena, capable of falsification 
elsewhere, are often puzzling to strangers of these firms.  

The prevalent inter-industry mobility of labour prior to the Asian economic crisis 
coupled with the lack of dedication of foreign workers brought about uneasiness among 
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emerging wood-based manufacturers, including MIB, in production planning. Externally 
hired non-family professional managers and even family-related managers could often 
look elsewhere for better placement. This is a cause of concern when the corporate 
control mechanism of the wood-based firm at remote outlets is loosely implemented. 
The fact is that owners can bring in surprise skills and value-enhancing expertise to 
family firms not widely available from either internal or external organisational sources. 
To command the trust of firms, managers holding expertise will be loyal and long-
serving employees of firms. MIB engaged a non-family operations manager, who 
previously worked with one of the firm’s large internal network allies (Hui, 2004), to 
lead and oversee the harvesting, logistics and daily operational aspects of MFPP. This is 
a strategic attempt to reduce family influence, which is preferred by MIB’s collaborating 
partners such as SAFODA and potential international firms. Davis (1983) and Gersick, 
Davis, Hampton and Lansberg (1997) indicate that the shared trust and mutual affection 
between the family members engaged in running the business could be regarded as a 
distinctive capability. As the family members are the most important natural strength of 
the firm, MIB also continues its search within family-related talent pools for family 
personnel who are able to contribute strategically to the mid- to long-term business 
success of MFPP.  

Knowledge Capability  
Trust is an extremely important factor in the choice of employees and business partners 
among Chinese family firms. It reduces agency costs of the monitoring agency and is an 
asset for the family and business. A key distinction shall be made therefore on how 
Chinese firms develop and maintain their knowledge capabilities or assets with the 
concern over nepotism. Lee, Lim and Lim (2000) argue that Chinese families prefer to 
hand over business to their offspring, who may be less competent than professional 
managers, because of a type of agency cost that the families may face when they engage 
agents as managers of their firms. This cost is associated with specific knowledge of a 
family business usually possessed by the head of the business (Rosenzweig & Wolpin, 
1985) and uncertainty over an agent’s ability prior to recruitment. The implication is that 
the agent should be appointed in the interim, as a ‘seat-warmer’, until a suitably 
qualified family member arrives. This could safeguard the decline of the family 
business. Therefore, given the pertaining requirements in acquiring SAFODA’s green 
supplies and developing other joint venture plans, MIB uses non-family managers’ 
expertise. However, it is clear that these knowledge resources may be replaced by both 
external and internal organisational sources when they become a liability to the firm or 
they no longer help fulfil the firm’s strategic needs as it grows. Hence, it is possible that 
a family member will assume a post left by a non-family professional manager or vice-
versa in a family-controlled company.  
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Implications and Conclusions 
We have reviewed the related literature for this research. We have also: (i) prolonged the 
process of on-site data gathering to ensure the accuracy of the findings upon which the 
interpretations and analyses of the results are formulated; (ii) used the triangulation 
process and longitudinal investigation to examine different dimensions of theory and the 
case under investigation as opposed to relying solely upon one avenue of observation; 
and (iii) engaged in peer consultation prior to composing the final version of this article.  

If a firm is a factor of production, it is worth mentioning the conditions under which it 
sustains operations. Our discussion suggests that the procurement of valuable resources 
requires alignment of internal and external organisational effects. This is consistent with 
the existing literature (e.g. Hitt et al., 2001). Both the IO and RBV properties, though at 
different magnitudes, affect the timely procurement of valuable resources. It is equally 
important to note that compounding both the properties in achieving timely procurement 
is supported by several organisational conditions such as networking, family ownership, 
knowledge management and legitimacy practices that will vary from one firm to another 
as per the RBV’s fundamental assertion that there is heterogeneous existence of 
resources across firms. The relative match among the two strategy paradigms and a 
firm’s specific characteristics is a key to achieving superior operations strategy 
performance. We believe this assertion is capable of generalisation to other major firms.  

To amplify the above assertion further, operations strategy is beginning to recognise the 
importance of context such as the nature of the industry sector and of the firm, as well as 
content, practice and theory. There is considerable merit to re-examining context-content 
links in organising and strategising. Organisational conditions, which could be unique to 
each firm, are themselves dynamic as they align both internal and external 
organisational effects. Their variations affect MIB’s capabilities of bringing excess rents 
into existence in the prevailing wood-based industry’s competition context as presented 
in Porter’s five forces model and SWOT analysis (Hui, 2004). The operations strategy 
could be a strategic asset if it incorporates within its content, that would prevail in a 
particular competition setting or context, both IO and RBV properties supported by 
several unique organisational conditions capable of responding quickly to various 
business challenges and opportunities. This compounded operations strategy creates a 
harder-to-emulate tacit knowledge asset.  

Dynaquest’s (2000) industrial analyses indicate that wood products firms which have 
access to raw materials at competitive cost are virtually assured of success unless they 
are badly managed. With access to large timber concession areas and sustainable 
supplies, Jaya Tiasa Holding Bhd has been able to sustain above-average returns. Our 
findings indicate that having timely access to valuable material supplies could even 
sustain MIB during downturns such as the Asian economic crisis, given the long-term 
demand prospects of the secured SAFODA green supplies. Another example of a 
Chinese-based timber firm that has successfully made a turnaround from the crisis is 
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Wijaya Baru Global Bhd. MIB’s external auditors, an established international 
accounting firm, have certified its financial statements as ‘true and fair’ from 1993 to 
2005 indicating that there is no ‘going concern’ problem despite there having been a 
turbulent time in and around the industry during the period and the somewhat distorted 
forecast results from the time-series analysis. The firm has received large funding 
support on SAFODA-related ventures. It has also recently signed a memorandum of 
understanding with the Tropical Forest Trust (www.tropicalforesttrust.com) that 
commits both parties to working together to achieve the Forest Stewardship Council’s 
certification of its forest management.  

A firm’s performance is often causally ambiguous and path dependent. Given the 
possibility of the Chinese firms in favour of developing highly liquid assets and at the 
same time profiting from fleeting opportunities, we feel that there is a potential in the 
future to research into the areas, relatively unexplored, of how the firms perform when 
they are transitioning towards a less family-controlled orientation. Future research may 
also lead to the uncovering of additional critical organizational conditions and combined 
IO and RBV applications in new contexts that would refine and extend the work 
presented in this paper. This may involve the examination of the interrelationships, 
optimal co-alignment and path flow of the organisational conditions that deliver superior 
operations strategy performance.  
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Appendix A 

Longitudinal data analysis 

 
(a) Developments in 1998 

‧ MIB proposed a reforestation venture with SAFODA for planting 25,000 
hectares of fast-growing trees, such as Acacia Mangium which has a short 
rotation period of approximately eight to ten years. It is estimated that the 
planting and silviculture costs will amount to approximately RM 3,000 per 
hectare for Acacia Mangium at a rotation period of eight years. The proposal 
was pending a formal response from SAFODA.  

‧ The company was negotiating a potential joint venture with SAFODA to utilise 
the latter’s plantation wood in the manufacturing of value-added wood 
products such as medium density fibreboard (MDF) and pulp and paper. It was 
envisaged that the production capacity of the MDF mill would be 150,000 
cubic meters per year. Negotiations were pending finalisation. 

(b) Developments in 1999 

‧ In order to meet KLSE’s requirements, MIB is exercising corporate 
restructuring to enlarge its share capital to the minimum amount required for 
the Exchange listing. The Board of Directors would look out for new markets 
and products to generate income and at the same time keep unnecessary 
operating costs at bay. 

‧ The company secured a green supply partnership with SAFODA to harvest on 
a sustainable basis the latter’s 150,000 hectares of gazettal plantation forest 
located at Bengkoka, Sabah for a term of 60 years. A joint venture agreement 
was made between the company’s wholly owned subsidiary C Sawmill SB and 
SAFODA to embark on the production of woodchip and related products in 
1999. 

(c)  Developments in 2000  

‧ MIB acquired another wholly owned subsidiary called M Forest Plantation & 
Products SB (MFPP). The main businesses of MFPP are harvesting, marketing 
and processing of plantation wood to woodchip and other wood products. In 
view of the growing interest in wood coming from sustainable sources, 
plantation wood products would appeal to markets in the USA, Europe, China 
and Japan. MFPP was expected to contribute significantly to the future 
earnings of MIB.  
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‧ The managing director of MIB expressed his intention to dispose of shares in 
MIB prior to the announcement of the un-audited quarterly report on 
consolidated results for the second quarter ended year 2000. He needed to raise 
funds to cater for his financial commitments.  

(d) Developments in 2001  

‧ MIB entered into a memorandum of understanding (MOU) with MFPP and SC, 
Japan. The parties to the MOU were interested in forming a joint venture 
between themselves for the production and export of woodchips. SC is a 
trading company with experience in the worldwide marketing of various 
products, including woodchip. The Board of Directors of MIB was of the 
opinion that the terms of the MOU were in the best interest of the MIB group.  

‧ International forestry consultants were engaged in the feasibility study of the 
joint venture and their reports were expected by a due date.  

‧ As more time was needed for the feasibility study, MIB entered into a 
supplemental agreement with MFPP and SC to extend by a few months the 
completion date of the study and the date of execution of the definitive joint 
venture agreement. 

(e) Developments in 2002  

‧ Differences between the audited results contained in the audited financial 
statements for the year ended 2001 and the announced un-audited results for 
the period ended 2001 were reconciled and explained to the stock exchange.  

‧ MIB entered into two separate share sales agreements with two private limited 
wood-based companies, AIE and PAC, owned by or linked to indigenous 
persons. Following the proposed acquisitions, both AIE and PAC would 
become the wholly owned subsidiaries of MIB. MIB assumed no financial 
liabilities of the proposed acquisition. The proposed acquisitions were in line 
with MIB's efforts to invest in income-generating assets that complement its 
existing business. The proposed acquisitions were expected to contribute to the 
committed earnings performance and boost future earnings of the company.  

‧ MIB proposed inter alia to implement a bonus issue on a date to be determined 
and announced later. The proposed bonus issue shall be capitalised out of 
retained earnings, large enough to meet the various stock exchange listing 
requirements set by the Securities Commission. The proposed bonus issue is 
also intended to reward the shareholders of MIB for their continuous support 
for the company, by providing existing shareholders greater participation in the 
company's equity in terms of the number of MIB shares held.  


