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research?
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Definition and Context




Research Problem




Small and Medium Enterprises
(SMEs) in Malaysia

Tablel.1: Micro, small and medium enterprise definitions

Agro-based Manufacturing-related Professional services
Industries production

Small > Between RM250.000 & less Between RM200,000 &
than RM10 million less than RM1 million

Between RM1 million | Between RM10 million & Between RM1 million &
RM25 million RMS5 million

ource: National SME Development Council (NSDC

Number of SMEs By Sector, 2005

Manufacturing
39373
(7%)

Agriculture
34188
(6%)

Figurel.2: SME contribution to GDP in 2005
Source: Department of Statistic Malaysia. Economic Planning Unit
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Figurel.5: Sub-sectors of processed food products in Malaysia. 2008




Significance of the Study




Literature Reviews on Family
Business

Subject Matter Frequen

: The Literature of Family Business According to Subject Matter
Susan and George (2008)

Holdingcompany or family
subsidiaries, with

Siblingteam Family branches
Pro

Longer time
since there are
'n takes litt ple,relationships Cousin Consertium
he process Lakes little and optios to explore L
time as there are few (3rd Generation)
optios to explore Sibling Partnership
(2nd Generation)
Controlling Owner
(1st Generation)

Transitional Periods

(Gersick, Lansberg. Desjardins & Dunn 1999)

Figure 2.2: Gersick’s Transition Periods Model




Literature Reviews on Family
Business and Business History




Literature Reviews on Business
History and Enterprise Development




Framework of Research

Family
Enterprise
(Profile and
Organization
Changes)

Generational Change

Characteristics

Organization
Characteristics
(Objectives)

Organization
Structure

(3Ms)

Innovation
Capacity
(Tacit to codified
knowledge, R&D,
product
development and
change)

Strategy
Management

Strategy
Implementation
(Organization
Capabilities,

R & D, Partnership
or Joint Venture,
Financial Aid)

Organization Outcome

Enterprise
Development
(Brand products,
Niche markets,
Universal market
shares)




Conceptual Framework Findings




Conceptual Framework Findings




Hypothesis of Research

3.13 3.1.4 3.1.5
Organizational Changes Objectives 3Ms

Exploring Innovation Capacity

3.1.6 3.1.6
Innovation Capacity Innovation Capacity After Explored

: Transfer of Enterprise Development
v

3.1.7 3.1.7
Strategy and Enterprise Development____ Mature Enterprise Development



Research Methodology

Table 3.1: Selected family business sfudies using an interpretive approach

Author (year), Theory/concepts Empirical
material (data

Famaily andnen Family busmess 565 stonies from Stomes reflect daily
family employees system theory family owned processes by which relations.
experiences of retail firms between family and busines:
membershipin a systems are created an:
Family business sustained; through stories a
tem. systemis constructed that
renforcesa family's

TCole, 1997y Fole of wormen and Gender,role andriles
mpact of gender
issues on women's 1y traditionalroles, they tak
working lives nine firm longer to make decisions
(nterviews) they advance as fast asmen
andbelieve they decide how
much children hold them
hack professionally
ohas Fecruting non-family | Govemance, Pilot survey of 12| Activatingthe boardby
Huse, 2000) boardmembers contrastingideologies | family businesse: addingnon-family members
Entreprencurship & (patemalism, caseresearchinto
Regionul sanugerialisen, Lo Faznily
Development entrepreneurialism) businesses
(nterviews)

andmore competitive fanmly
business

Figure 3.2: Sampling Method and Size

ampling Research Area and Reason for Choosing Food Manufecturing Firms

Natureof Tocaton Reasonto choose
Business Area

Traditional Chinese | Pudu Shaw “ThebBrand 5% Generation family busimess.
Herbs, Medicine Parade Kuala | Laurcate Great ~Father, son and daughter leadership role
and Clinics LumpurState | Entrepreneur clearly seen and assigned in Singapore,
Hong Kong & Malaysia.
-Able to see the evolution changes
: traditional shop to retailing and
YBhg Dato’ Anne | manufacturing —to TCM Clini
Eu

2 Khong Guan Cream Filled Senai “Monde Selection | -5 Generation family business.
Biscuits and Industrial Intemational ~Father and sonleadership role clearly seen
Biscuit Wa ffer Estete,Johor | Accolade Best -Able to see the evolution changes from
State Quality Biscuits | traditional biscuit maker to oversea Chinese-
2004 to intemationalize.

- Extremly technology upgrading in the
manufactring chain towards enterprise
development.

3 London Snack Food, Cake | Desa “MITT Product 2= Generation farmily business.
Biscuit Roll and Candies > Industry. -Husband, wife and their beloved child’s

Manufacturer ndustrial Excellence Award | leadership roles are clearly seen_
04. Able to see the evolution changes from
Tiram, Johor family business —to snack food-to Londan

ate Biscuit group.
-Extremly broad of product diversification
added in the marketing chain towards
enterprise development




Sampling Lists

Enterprises

t d 5rd
15/ 2N I3r

/|

xiz”cah
Family
Enterprises

1St’ 2nd,3rd

* Plastic Enterprises : SKP and Chang Huat.
* Food Enterprises :London Biscuit, Khong Guan, EuYan Sang, Baker’s Cottage and TPC.

* Business Nature : Public listed and basically involved in large scale production in electronic devices, oil
and gas, confectioneries and medicines.

* Plastic Enterprises : Bina, Kemajuan, Guppy, Lam Seng, Lee Huat.
* Food Enterprises :Tatawa, Ghee Hiang, King’s, Kum Lun Tai, Laksamana, Vit and Besfomec.

» Business Nature : Export oriented and basically involved in creating golden brand products such as
piping, house wares, biscuits, noodles and herbs essence.

e Plastic Enterprises : Polynic ,Rayaco, Sweetco and Yew Lee
* Food Enterprises : Red Horse, Hei Hwang, Regent, Eng Hup Seng and Kum Thim.

* Business Nature : Local brand production and basically targeted domestic market to promote Malaysia
heritage such as floor mats, canvas, white coffee, peanuts, tropical fruit juice concentrates and sesame oil.
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Istory of Manufacturing and
acit Knowledge in Malaysia

Table 4.1; Malaysia: Percentage contribution of different sectors to GDP, 1970-2010

B
Sources: Malaysia 1991:72; Malaysia 1996:52
*Includes agriculture and mining
** Includes manufacturing and construction

Table 4.2: Percentage of Portion by Manufacturing Subsector and Type of Innovation

ncremental Radical
e nnovati Innovation
o)
24 [ 3t [ w8 [ e [ ms |
Textiles 3. 6.1 3.6

2.

Garments 6.
‘Wood Products 3. A 2.
7.

g

Y
2
4
2

Chemical Products
278

Electronics (Equipment &
Components)

Auto Parts, Motor Vehicles
Furniture

Total

Incremental Innovation | Product or process improvements in 461 421
quality or cost

gt o e
Radical Innovation Developed a major new product line
165

26.
Filed patents/utility —models or 15.7
copyright protected materials

Source: Productivity and Investment Climate Survey 2, 2007




History of Family Firms and Tacit
Knowledge in Plastic Manufacturing

Table 4.4: Profile and Organization Changes in Family SMs in Plasticl Manufacturing across Generations

Plastic Year Annual | Numberof | Numberof | Numberof | Numberof | Numberof | Numberof
Enterprises/ i s yees |  Family Managers | Subsidiaries | Equipment New
Business Nature / Members

1. SKP Resources
(Plamc Inj echon)

3. Guppy Plastic
(Aquanum& Plastic Injection)

7.Lam Seng
Container & Plastic Injection)
emajuan
(Carrier Tape)
9. Yew Lee
(Broom & Brush)

10. CemerlangRaya
(Broom & Brush)

Source: Annual Company Records from Companies Commission of Malaysia (SSM).




Impact of Developing Tacit Knowledge in
Plastic Production

§ Let Huat Plaste
(Medium Seale Enferprise
(1947-2011)

Tirst Generation

(Tacit knowledge)
Knowledze mbieycle
standsmeking

(Create the&mtept)
Mestcwerss manutmre_r

i)
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First Generaion

Smatey:  Frequant iy
partepation berween founder s
i and the By members 1
wark Bard in groviding repaing
wrvie fo e Deal bousing
o T
umvenenee workstp.

Finst Generaion

Enterprise~ Development:
Extends oraduction Lne fom
pastic aquarum fars f offee
Quipmen’s and semiconcuctor
industry due fo e booming
industry in the pertular fime
Frae bosed o tacit knowdedze

Stcond Generation
(Conrertto coif
Lomvethomossevasesty
OFM preniumgits
it orocal MNC,

Second Generation

Skl et et Mo i fne it
plestc hosevases o

Tip Dove: Top mnezerat fads (e
dlimad i plese vares tngss o
Toushod oGy

TUL Openness fo ides, thouch aeey's
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Tl s towars qualfy

e wares mEmicE fo
et B st a8
appainte] e s maruferer
with el MNCS sengss fom
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o
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plstc oo coteizt 0 plsti
st (oushold o)
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g dibin o fon
pn B oofs b
complementary oods (e

ol diie .

Developing Tacit Knowledge in Plastic

Production over the Generation

Third Generation

(Tonovation Capacity)

Design capeblites based

anglobaizd trendend deas

Uapnr._EmupM:LdUS)
' -

/ .

Thind Generation

Skl cerorets tat knowdedge n e wifa
mowiedgs renster between Vlepsla buaa
resoorees and Tlfan instnte fo eahance

‘?‘ design capabilits in plastc housemares
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Family SMEs in the Food Industry

M Ready to Eat Food Products
{RTE- Biscuits, Bakeries and
Nuts)

M Ready to Cook Products {RTC -
Moodles, Sauce )

M Ready to Drink Beverage
Products (RTD - Juice and
Second Generation Third Generation Cordials)

Number of Family Enterprise

Figure 5.1: Business Nature of Family SMEs in Food Production across Generations

Table 5.1; Profile and Organizational Changes in Family SMEs in Food Manufacturing across Generations

Family fear i A Number of Number of Numberof | Number of
Enterprises/ ill Employees g Branches i New

Business Nature

6. TPC Plus (Eggs)
7. Vit Makanan (Noodles)
8. Besfomer (Chinese herbs)

12. Kum Thim (Soy sauce)

14 Red Horse (Cordials)

15. Hei Hwang (Coffee)

16. Eng Hup Seng (Sesame oif)
17 Regent Food (Peamts)

Source: Annual company records from Companies Commission of Malaysia




Brief History, Family Tree and

Family Role in Food Production

Teble 5.4: Auatysi of History and Fary Tree Based on $i7¢ and Age of Py Enterpese n Food Producton
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Analysis of Historical, Family Tree and
Development Changes in Food
Production




Generational Change on Tacit

Knowledge, 3Ms and Outcomes

Analysis of Generational Change on Tacit
Knowledge, 3Ms and Organizational
Outcomes in Food Production

[F-King's Ci v [FirstG Part] [FirstCe FPart] [FirstG Partl Size and Age of Family | Generational Change in 3Ms Strategic in| Enterprise P
|(Meditm Scale Enterprise) s M M
rprise 5 in 3Ms
1981-2011) Strategy: Founderused [Enterprise Development:
lfocused onhovsing H ditional foo. ducednew Hainanese foods for
[Eirst GenerationPart]  pesidentswho are coffee  pecipe andbrew coffeeto |E odlovers andtea Large Scale Family From First to the Next Generation | From First to the Next| From First to the Nest
(Objective) overs attract customer who lovedtime. Preferto stay as hagker style café Enterprise Generation Generation
|Opened Hainanese style Srods st T Food Marketing: Marketed as Asian foods
[Café nthe smalltown. [with coffee brew (London Biscuit, Khong [ such as biscuits, TCM, canned drink| Strategy: Developed 3Ms| Enterprise Development:
[Existence Stage lequipment and specific Hailam Kopitiam (Batu Arang, Rawang) Guan, EuYan Sang, and food. to  engage  between| Upgraded the enterprise to
colsto produce Hainanese _Ethnic enterprise on Hainanese style Baker s Cottage and TPC traditional methods with | innovate tacit mowledge
| [pastnes. foods and brew coffee Plus) Manufacturing: Manufactured under| globalized trends such as|into different approach
[Management: Family new technology adopted such as tetra| therapeutic  formulation| such as TCM  healing
ember involvement and packaging, twist wrapping with|medicine, Southeast Asia|centre, East-west assorted
f”'mdal‘hhim agmd“ Disney character and frozen|instant  confectionery, | biscuits production, tropical
I::::oxll;oh?:il unng techmology. Asian and tropical canned | Southeast Asian canmed
. [First Generation PartTl [FirstGeneration PartTl R imi_mid “ﬂi‘;‘“ ad fmu‘li;‘_ f;‘g;chmlﬁ
WM [First Generation PartTl Strategy: Ki tartedto Devel Venturgs with A]im%mom, Br]itish ) ¥ E?’eno‘rk mdum’yg
A llorated fom the hawker ing: Mainly anddesign (Constartly created King s pastriesto centralize natural product, Lonbisco and Amott.
tallto King’s bakeries  (distnbutedthe productsto different pastriesand _the business operation framone outletto another Medium Scale Family | From First to the Next Generation | From First to the Next| From First to the Next
ouse andbecame largest [he assigned outletsinall bakeries products baseder Enterorias Y Goneration Coneration
onfectioneryretailchain  [Malaysiastates adam Wong srecipe ins Cromm o1 C - Food” Marketing: Marksted a5
Survival Stage quipp ideas 1g’s Group of Companies . o " PE— —r " " ) Marketing: Marketed as famous o .
Ivith 110 machines from  [between madamWong I Table 5.5: Analysis of Effeect of Generatioral Change on Tacit Knowledge, 3Ms and Organizational Outcomes in Food Production (Tatawa, Kum Thim, | local brands such as King's pastries, | Strategy: Developed 3Ms| Enterprise Development:
our mixer oven and sta: 1 i King’s Confectionery, Kum Lun Tai restaurant chain, Vit's| to improve food| Upgraded the enterprise to
Ennker%n producepastries King’s King’s Fonly T o [Yar o Makiog hanges | Nomefururiog Namsgemat T T Ty Tnerprie Tterpri KLTFoo:i,Laksamam instant noodles and Fomec essence pmduc_n_on with market innovate tacit knoy-ledge
land bakeries. C v S C Y | Enterprises Enterpri blihment’ h h Cenerat ext Generatic development developmant Uszha, Vit Makanan, products. recognition  such  as|and increased lifestyle
[Management: Foundar's Bhd (Bakeries) SdnBhd | LM erpese | esablmen nge inges ertin) | (NextGaeradln) | developmen ipuent | Becfome) cholesterol free King's| choices such as lifestyle
£ Business Natu Generation/ (1Generation) | (NextGeneration) . s ]  lutesty
[elder daughter (Madam n: Sutcession Manufacturing: Manufactured | bakeries, herbal remedies| café, food fusion food
ongactedasmam | ,Egi“;ﬂ:;gs ity tmage |Vt (T [BONI Fon G| Fon il | Fon sy | Pomd ek | Dedipd Fom Tar Sag| Fon S0 10 trough ;ig;fi‘if lechnology o essnce, TR Tesc stores ;‘?j‘;‘a“f’s’aﬁm‘“’_\ﬁ;‘i{;
o imvolve brothersand King's Café Palwise (ES) Entepise | (3% Generatior)  workars o Chinese | rmedisto scentfc | managemant concoctions by | therapetic medical lull to Bu | cliies,  propety Tecmotoas comenience  frasen| Taponese Tian e mooncake | ieanest nondies anterarise
lsistersin the business King's Franchise Nibrant (Chinese Herts) (FatherCousir)  medicnepractice | appmach to habal | to cental | opening  Chinese | fmmlaion  for | Yan Seng medical | real estateand foc il 85 b o gd Yy erpr
loperation cery Dragon supplements adrinistrativesystan | madical halls cetain s | hall biotecmology [“Od“‘?g.‘v " ood} uj?“‘ 1ed | production.
Fresh -Popular treatmert production and good manufacturing
Juice Platform THhongGun | Lage 1701 FomChinesemaket | Romolemetalscay | Fiom Mg staff | Promotedbusneses | DevdopedAsian | Frombicuts Fmbiscutsto practice.
(Biscuts) Enterprise | (3*Generation)  tonor-Chinese o Austrelia Amotts | from  China o | related toprimary ‘brandtoserve productionto flor | Adanfood
m = (FatherNephew)  market biseut fonmulation | professionzl trade Vestemmaket | uiling, investment Management: Managed under flatted
Cake Sense Bakery mangmat organization to enhance openness
3 LondonBiscut | Lage 19942011 Fomidscon | Romsavouycom | From famly Pomotedacqirirg | Developed Fomsrackfocdsty | Fomloca com ideas  such  as  COOCEQ
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* From First to Second Generation : More consultative and run away from generation shadow.
* From First to Third Generation : More consensual and mesmerizing tradition excellence

* Plastic production SMEs mostly encourage build on reputation to compete in the marketplace whereby food
production SMEs mostly preserve traditional food recipe to innovate and look different in the marketplace. As
time goes by, strong practice traditional of excellence.

» From tacit to codified in plastic production : New technology and target high end economy and design culture in
the plastic engineering to avoid outdated design and drastic changes in high technology revolution.

* From tacit to codified in food production : New food culture and target new market segment based on consumer
food consumption to avoid slow pace and stolen ideas from other competitor.

¢ Plastic production SMEs mostly promote R & D to produce new products that match of booming industry and
MNCs requirement whereby food production SMEs emphasize on scientific approach in food production.

* Large Scale Enterprise : Longer decision and requiring longer planning to develop enterprise.
* Medium Scale Enterprise : Quick decision making and mostly promote quality assurance and new product
development to serve large mass production towards enterprise development.

* Small Scale Enterprise : Extremely quick decision making to keep pace with customer design experience and
requirement. However, limited to single customer based with larger contract manufacturing.
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Discussion

*‘

*How have family SMEs that have undergone one or more generational shifts retained a prominent presence in their respective
industries?

*Both family SMEs these sectors incorporate professional management and codifying tacit knowledge differently.
Research *Higher technical skills specificity is essential in plastic production to retain as plastic service and solution.
eUniqueness to keep their core tradition is important in food production to retain as traditional of excellence.

Question

€)

*Was the conversion of tacit knowledge to a codified form, through R&D, a crucial factor that sustained the firm across two or
more generations?

*Yes, it helps to turn family capitalism to professionalize enterprises.

*Creation brand products & niche markets and protect trade secret.
Research *Tacit knowledge become irrelevant and less important in plastic production to match with fast changes in the technology.
Question *Food production strongly preserve their tacit knowledge to achieve competitive advantage.

(2)

*Was the deployment of the 3Ms a core factor for internal expansion of the firm?

*The deployment of the 3Ms encouraging R & D to keep pace with public policies.

*Shifting to EOI from household cottage business to global supply chain management.

*Highlighted their long tradition practice by implementing vertical integration strategy in food sector.

*Nurturing MNCs vendor-ship experience to fine tune their products that match with the industry trend in plastic sector.
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