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ABSTRACT OF RESEARCH

(An abstract of between 100 and 200 words must be prepared in Bahasa Malaysia and in English.

This abstract will be included in the Annual Report of the Research and Innovation Section at a later date
as a means of presenting the project findings of the researcher/s to the University and the community at
large)

Abstrak Penyelidikan

(Perlu disediakan di antara 100 - 200 perkataan di dalam Bahasa Malaysia dan juga Bahasa Ingge
Abstrak ini akan dimuatkan dalam Laporan Tahunan Bahagian Penyelidikan & Inovasi sebagai satu c4
untuk menyampaikan dapatan projek tuan/puan kepada pihak Universiti & masyarakat luar).

Abstrak

Secara umum, kebanyakan syarikat memiliki beberapa objektif yang bertujuan untuk kekal dan
berjaya dalam perniagaan mereka. Dalam jangka masa yang pendek syarikat lebih
menumpukan kepada memaksimumkan keuntungan, manakala untuk jangka masa panjang
keuntungan tidak lagi menjadi fokus utama kerana salah satu tujuan yang mungkin
mendominasi pengurusan syarikat adalah pertumbuhan. Objektif kajian ini adalah untuk
mengenalpasti faktor-faktor yang menentukan pertumbuhan syarikat pembinaan di Malaysia,
mengenalpasti faktor-faktor yang memberikan peranan penting dalam menentukan pertumbuhan
syarikat, mengenal pasti laluan pertumbuhan dan membina indek pertumbuhan untuk syarikat
pembinaan di Malaysia. Pengumpulan data dilakukan dengan menggunakan kaedah survey
iaitu menggunakan soal selidik yang melibatkan syarikat pembinaan Gred 7 yang
diklasifikasikan di bawah Lembaga Pembangunan Industri Pembinaan (CIDB). Sejumlah 600 set
borang soal selidik telah dihantar melalui perkhidmatan pos. Daripada jumlah tersebut, 102
borang telah diterima, lengkap dan boleh digunakan untuk analisis. Data telah dianalisis dengan
menggunakan kaedah statistik yang relevan seperti frekuensi, teknik indeks relatif penting (RII),
analisis faktor dan analisis regresi untuk mendapatkan hasil. Penemuan kajian ini menunjukkan
bahawa faktor orientasi berasaskan pelanggan menjadi faktor terpenting dalam menentukan
pertumbuhan syarikat pembinaan Malaysia. Kajian ini juga mendapati bahawa faktor
pengurusan dan kualiti produk, dan sumber manusia mempunyai pengaruh positif yang
signifikan dengan prestasi pertumbuhan samada dalam pertumbuhan pekerjaan atau jualan.
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Abstract

Most firms in general have multiple objectives aimed to sustain and succeed in their business. In
the short term, firms pay more attention to profit maximization. For the long term however, profit
is no longer the prime focus because one of the objectives which may dominate the
management of a firm is its growth. The objectives of this study are to establish factors
determining growth of construction companies in Malaysia, to establish their path of growth and
to establish growth index for construction companies in Malaysia. Data collection for the purpose
of this research was done through a questionnaire survey which was carried out involving large
construction companies from grade G7 as classified under the Construction Industry
Development Board of Malaysia (CIDB). Questionnaires were sent to 600 respondents via postal
service. From 600 questionnaires disseminated, 102 of the questionnaires were returned,
completed and useable. Data was analyzed by using relevance statistical methods such as
frequency, relative important index (RIl), factor analysis and regression analysis to establish
findings. Findings of this research show that the customer orientation factors was found to be the
utmost important factor in determining growth of Malaysian construction companies. It was also
found that management and product quality factor and human factor had a positive significant
influence with growth performance both in term of growth in employment or turnover.

SUMMARY OF RESEARCH FINDINGS
Ringkasan dapatan Projek Penyelidikan

1.Good management of a company was found to be the utmost important factor that contributes
to the growth of construction companies.

2. For main categories, it shows that customer orientation was found to be the utmost important
factor that influences firms’ growth.

3. It also found that management and product quality, and human factor had a great relation with
employment and turnover growth.

4. In term of growth path, it was found that most of large construction companies in Malaysia
stated as small contractors and began their operations within the local market.

5. It also was found that most of construction companies grew systematically from a local market
coverage to a regional one and then to a national market.
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ABSTRACT

Most firms in general have multiple objectives aimed to sustain and succeed in their
business. In the short term, firms pay more attention to profit maximization. For the long
term however, profit is no longer the prime focus because one of the objectives which
may dominate the management of a firm is its growth. Growth can be construed as a
change in assets, turnover, profits, number of employees and share price during the
process of organizational change. The objectives of this paper are to establish factors
determining growth of construction companies in Malaysia and also to establish which
factors have greater impact on growth. Data collection for the purpose of this study was
done through a questionnaire survey which was carried out involving large construction
companies from grade G7 as classified under the Construction Industry Development
Board of Malaysia (CIDB). Questionnaires were sent to 600 respondents via postal
service and by hand. From 600 questionnaires disseminated, 102 of the questionnaires
were returned, completed and useable. Data was analyzed by using relevance
statistical methods such as frequency, relative important index (RIl) and regression
analysis to establish findings. Findings of this research show that the customer
orientation factors was found to be the utmost important factor in determining growth of
Malaysian construction companies. It was also found that management and product
quality factor and human factor had a positive significant influence with growth

performance both in term of growth in employment or turnover.

Keywords: Construction Companies, Firm Growth, Company Performance,

Construction Industry
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1. INTRODUCTION

1.1 Research Background

Malaysia is one of the most rapidly develop among developing countries. The
construction industry is one of the major industries that contribute to Malaysia’s
economic growth. It represents about 3-5% of the Malaysia’s Gross Domestic Product
(GDP) and provided employment for about 10% of the total labour force. In Malaysia,
construction sector can be divided into four broad categories: office; retail; residential
and infrastructure. This industry is a dynamic in nature. Its environment has become
more dynamic due to the increasing uncertainties in technology, budgets, and
development process (Chan & Chan, 2004). According to Sanvido et. al (1992) a
building project is completed as a result of a combination of many events and
interactions, planned or unplanned, over the life of a facility, with changing participants

and process in a constantly changing environment.

Change is a continuous process; as such, the firm must be in position to respond
continuously to changing environmental conditions. Not all firms are equally able to
change (Pettus, 2003). Traditional economic theory assumption that firms will pursue an
objective of profit maximization, however Bridge and Dodds (1978) stated that one
objective which may dominate the management of firm is growth or expansion of the
firm through time. This agreed by Rimmer, (1988) noted that profit is importance for
promoting and measuring growth, but profit maximization is not of prime importance
because it is a short term strategy. Investment that promotes growth will eventually in

the long term gain higher return.



Growth involves four considerations, including the type of growth (intensive, integrated
or diversified); its geographical focus; how it will takes place; and how quickly it will
occur (Higgins & Vincze, 1993). According to Penrose (1959) growth does not take
place automatically, but must be planned strategically and implemented effectively by
managers who have firm-specific experiences internal to the firm. There are several
ways to achieve growth. According to Greenley (1989) the growth may be realized by
developing internal resources and personnel, or by seeking external involvement
through acquisition, merger, joint venture and other strategic alliance. It also can be
achieved by enhancing efficiency, improving financial control and increasing turnover

(Ofori & Chan, 2000)

In most countries, the government plays a major role in promoting the growth and
development of all sectors including construction industry. According to Stern et al
(2005) good governance has been widely recognized as fundamental to growth and
development. After surveying more than a century of comparative development
experience in forty developing countries, Reynolds (1983) concludes that one of the
most important explanatory variables of development is political organization and the
administrative competence of government. It also agreed by Strassmann and Wells
(1988) noted that construction contractors throughout the world tend to see government
as an agency for promoting their interests — opening and protecting market, facility

currency transfers, arranging insurance and extending loans.

(O8]



Malaysia’s government also plays an active role in promoting the growth and
development of construction industry. In particularly, it has allocated greatly resource to

nurture the growth of Bumiputera construction companies.

The assumption of the traditional economic theory is that firms will pursue an objective
of profit maximization. However, according to Weinzimmer (2000), organizations can
benefit from growth in many ways, including greater efficiencies through economies of
scale, increased power, the ability to withstand environmental change, increased profits
and increased prestige for organizational members. As noted by Bonaccorsi and
Giannangeli (2008), growth does not come at zero cost for firms. A firm’s decision to
grow is the essentially the result of an assessment regarding the profitability of a new
market opportunity. Hisatomi (1990) emphasize that efficiency, effectiveness, reputation

as well as increasing market share is important for the survival of a firm.

Contracting is a very complex business, yet it is relatively easy to be registered as a
contractor in Malaysia. The Construction Industry Development Board of Malaysia or
CIDB (2006) noted that low barriers to entry into the industry have swollen the ranks of
contractors with many small scale companies registered as grade G1 contractors under
the CIBD grade of registration with G1 being the entry level grade. This grading of
contractors, from G1 to G7, is also directly commensurate to the magnitude of projects
the contractors may be involved in. Currently, there are approximately 64,000
contractors registered with CIDB, out of which approximately 57% are G1 grade

contractors (CIDB, 2008). According to Ghani (1988), the failure rate and bankruptcies



in construction companies in Malaysia are high.

During the economic crisis of the 1980s and 1990s, many Malaysian construction
companies and contractors especially those that were Bumiputera (comprising of
individuals of Malay and/or indigenous descent) owned, could not successfully execute
their construction projects and had to diversify into other business activities. Contractors
of the lower grades suffered more hardship than their higher counterparts, which led

them to total bankruptcy (Ghani, 1988).

In his study, Abu Bakar (1993), found that most construction companies in Malaysia
started as small, local market companies during the 1970-1980s period of construction
boom. They expanded at different rates and levels of success and growth. About a
quarter failed to progress beyond the local level, and one-third made the local-regional-
national transition in 3-5 years. In recent years, with the completion of ‘mega-projects’
and subsequent economic prudence, local projects were insufficient to sustain the
70,000 odd contractors. Thus, many of the lower ranking contractors have left the
industry (CIDB, 2006). This leads to the question of why is there inconsistency in growth

among construction companies within the Malaysian construction industry.

1.2. Research Questions
) What are the factors that determine growth for the construction companies in

Malaysia?



ii) What are the key factors that determine growth for the construction companies in
Malaysia?
i)  What is the growth path for the construction companies in Malaysia?

iv)  What is the growth index for construction companies in Malaysia?

1.3. Research Objectives

There objectives of this research are:
i) to identify factors determining growth of construction companies in Malaysia;
i) to rank the factors determining growth according to their importance;
iii)  to establish their path of growth;

iv)  to establish growth index for construction companies in Malaysia

2. LITERATURE REVIEW
2.1 Firm Growth
In her seminal book, Penrose (1959) characterizes the phenomenon of growth in firms

and companies as follows:

“The term ‘growth’ is used in ordinary discourse with two different connotations. It
sometimes denotes merely increase in amount;, for example, when one speaks of
growth in output, export, and sales. At other times, however, it is used in its primary
meaning implying an increase in size or improvement in quality as a result of a process
of development, akin to natural biological processes in which an interacting series of

internal changes leads to increases in size accompanied by changes in the



characteristics of the growing object”.

Penrose’s original contribution in 1959 shaped the direction of growth. From a totally
‘inside-out’ perspective, firm’s growth is now conceived as the endogenous outcome of
perennial intra-firm knowledge creation (Volpe and Biferali, 2008). Firm growth
demands the ability to master technologies, engender labor skill, organize the
production process as well as efficiently serve a market. A firm will exploit a growth
opportunity as long as the benefits outweigh the costs, given the level of ability with

which the firm was endowed at start-up (Bonaccorsi and Giannangeli, 2008).

According to Skrt and Antoncic (2004), in order for the firm to grow, the entrepreneur
needs to formulate an exact, clear mission and vision for his or her firm. Strategic
planning can be considered important in driving firm growth. Precisely formulating
visions and strategy, incorporating the elements of internationalization and networking
in the firm vision, focusing on growth, profit, and market, performing analyses of market
and competition, accurately formulating generic business strategies and achieving

company wide support for strategies can all be beneficial for the growth of smaller firms.

Weinzimmer (2000) has concluded that many researchers have examined the influence
of strategy factors on organizational growth; the relationship between characteristics of
top management and organizational growth; strategy and industry characteristics on
organizational growth; and industry and top management characteristics on

organizational growth. In his conclusion, three sets of determinants had been identified;



namely, industry attributes, organization strategies and top management characteristics.

Moreover, according to Schneider et al. (2007), it has been suggested in the literature
that employee development is especially important for start-up companies to achieve
organizational performance and in particular high growth. Bonaccorsi and Giannangeli
(2008) have concluded that the relationship between initial size and growth is more
complex. By specifically, considering very small firms in the sample, there is evidence of
a positive relationship, suggesting that there is a minimum size below which no growth
whatsoever occurs. Entrepreneurs’ competencies may be a triggering factor only if they
are associated with larger initial size. True growth is more than adding something to the
company — people, office space, sales force (Recklies, 2001). Firm growth is a
multidimensional construct that can include increases (1) in asset and employment size,
(2) in sales volume and profitability, as well as (3) in the variety of business functions,

products and services.

2.2. Measures of Growth

The field of measurement is required and needs to be recognized in order to ensure the
quality of almost any industry; to identify factors affecting quality; and to measure
growth (Rossi et al., 2002). Growth can be seen as a very important measurement of
firm performance. According to Baum et al. (2001), firm growth is frequently equated
with success. Rossi ef al. (2002) added that measurement of growth is somehow at a
turning point nowadays. The total quality paradigm is a good reference as it essentially

means active participation of all involved subjects within an organization.



Firms size is measured in terms of total number of workers, including employees,
founders, and contract workers (Bonaccorsi and Giannangeli, 2008). A firm’s growth
can be measured in terms of inputs (investment funds, employees), in terms of the
value of the firm (assets, market capitalization, economic value added elements) or
outputs (sales, revenues, profit). Each of the measures illustrates some feature of
growth and each is subject to limitations as a growth indicator. Input, output and value
growth in a firm may not be aligned, and so diverse growth measures should not be
expected to correlate. The relationship between growth, size and age of firms is very

sensitive with respect to the definition of growth and size (Stam et al., 2006).

2.3. Factors Contributing To Firms’ Growth

There are several factors that contribute to firms’ growth. It differs between small and
large firms and also may vary from country to country, depending on their economic,
geographical and cultural differences. In the study on small business growth, Morrison
et al. (2003) noted that human factor was considered to be the overwhelming force that
determines whether a business will prosper or not. Hillebrant and Cannon (1990)
identify management as the most important determinant of the capacity as well as
capability of construction firms. They suggest that construction is particularly
management-intensive because of the large number of decisions which require to be
taken from day to day, on site as well as within the organization. Based on the study of
small firms in the island nations of the South Pacific, Yusuf (1995) found that good

management, access to financing, personal qualities of the entrepreneur, and



satisfactory government support were the most important factors to success.

Abu Bakar (1993) examined the factors affecting growth of construction companies in
Malaysia and found that good financial backing, good cash flow management, technical
expertise and good company management as some of the key factors that contribute to
the success of companies. In the manufacturing industry, Wjewardena and De Zoysa
(2005) have identified six principal factors that are perceived to be major contributors to
the success or growth of manufacturing firms in Sri Lanka. These factors, in their order
of importance, are customer orientation, product quality, efficient management,
supportive environment, capital accessibility and marketing strategy. Meanwhile CIDB
(2006) has identified 8 critical success factors that are pertinent for a successful
business in the construction industry, which include productivity, quality, human
resources, innovation, environment friendly practices, knowledge, industry sustainability

and professionalism.

Based on the literature review relating to firm growth, twenty-seven growth factors that
were listed by researchers have been selected. These factors were used for the
purpose of establishing growth factors for construction companies in Malaysia. A
detailed analysis of growth factors is presented in Table 1. The analysis revealed that a
majority of authors agreed that good company management, skilled workers,
maintaining high quality of product, market specialization and good financial backing are
deemed as important growth factors to the company. From Table 1, it can also be seen

that most of the authors list joint venture, good cash flow management and innovation to

10



be considered as firm growth factors as well.

Table 1: Variable of Growth Factors used by Several Authors

Authors
g Ofori s Phaladi
ﬁ,'c(:,v:;e Porter B‘;i‘;r & | Ligthelm | Marmet V;J;’)VZ*;S;:: CIDB | Heffernal | &
(1980) | 1993 | Chan | (2004) | (2004) (2005) (2006) | (2007) | Thwala
v (2000) (2008)
1 X X X X
2 X X % X X X
3 X X X X X X X
4 X X X
5 X X X X X X X
6 % X X X X X X
7 X
8 X X X
9 X X X X X X
10 X X X
11 X X X X
12 X
13 X X X
14 X
15 X X
16 % X X X
17 X X
18 X X X
19 X X
20 X X
21 X
22 X
23 X X X
24 X
25 X
26 X
27 X

*Note: 1- Joint Venture; 2- Market Specialization; 3- Good Company management; 4-
Diversify Expertise; 5- Skilled Workers; 6- Maintaining High Quality of Products;7- Use
of new technology and automation 8- Technical Expertise; 9- Availability of capital; 10-
Internal Efficiency; 11- Good Cash Flow Management; 12- Effective Organization
Structure; 13- Sufficient Knowledge and Experience; 14- Good Team Members; 15-
Good Site Management; 16- Innovation; 17- Research & Development; 18- Upgrading
and educating members; 19- Safety and Security; 20- Commitment to Customers’

11




Satisfaction; 21- Good Relations with Customers; 22- Competitive prices of
products/services 23- Technological Edge ; 24- Availability of bank loans & other credit ;
25- Open economic policy of the government; 26- Political stability & peaceful
environment; 27- Government assistance / tax incentives

2.4 Growth Path

There are several alternatives of growth path that a firm can choose. Construction
companies have several possible growth paths to follow in their effort to develop.

Studies show that the appropriate approach depends on the features of the company

and the prevailing economic conditions, and support measures and incentives.

Gonzalez-Vega et. al. (1997) mentioned that managing growth requires finding the
proper mix between depth and breadth to balance outreach with viability. According to
Hawkins (1987), the proper way for a business to expand is by releasing growth. The
worst way to grow is to push grow. Every business has a natural rate of growth. If that
rate is not reached, a business can shrivel. If it is surpassed, the business struggles to

keep pace (Churchill, 1997).

As an entirety, it can be said that growth path entail growth strategies such as
diversification, development, penetration, internationalization, mergers, and acquisition
especially in the areas of market and product. A dominant path of growth is preferred to
a mix of growth strategies (Hashai et. al., 2006). Growth changes the character of the
business. It tends to breed the need for more growth. But rapid expansions are often

followed by rapid declines (Churchill, 1997).
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According to Flanagan (1990), the market growth trend for construction firms is from
local - national - international - multinational - global. Abu Bakar (1993) had looks at the
growth trend of local contractors within the national market boundary. He found that
most of contractors started as small and local market companies during the 1970-1980s
construction booms. Between 3-5 years, about a quarter failed to progress beyond the

local level and one-third made the local-regional-national.

Ofori and Chan (2000) studied the growth paths of construction enterprises in
Singapore and found that most local construction companies have grown by working at
home, either as main contractors or as specialist subcontractors and most of large
contractors grew by diversifying rather than construction work. Ofori and Chan (2000)
noted that diversification attracts the most attention compared to others growth path.
Finally according to Edna McConnell Clark Foundation (2005), while the answer were
many and varied, two trends emerged; the interplay between opportunity and strategy
as the organizations grew; and the need for multi-site organization to balance — and

rebalance — the degree of local autonomy and central control.

2.5 Growth Index

Indices are widely used in performance evaluation and have proved useful in locating
weaknesses in overall design and system (Bell and Morse, 1999). The Growth Index is
a measure having value (from 0-1) of success of a construction companies. It used to
support the argument for growth of the construction companies. Index for growth is

established by combining indexes of all factors that contribute to the growth of company
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at any particular time (Abu Bakar, 1993).

For example:
Glt=1/3 (1/3(MCt) +1/3(Pet) +1/3(TOt)

Where Glt is the Growth Index at t time;
MCt is the position of the market coverage of the construction
companies at t time;
Pet is the position of the number of the permanent employee of the
construction companies at t time;

TOt is the position of annual turnover of the construction companies at t time.

3. THEORETICAL FRAMEWORK

The main variable of interest to this study is the dependent variable of growth
performance which is measured by the annual turnover and the number of permanent
employees. The independent variables that may influence the dependent variable are
the factors that contribute to the firm growth. The relationship between the dependent

and independent variables is as shown in figure 3 below:
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Factors Determining Firm’s Growth

Human Factor (6 sub- factors)

Sufficient Knowledge and experience; Market
Specialization; Diversify Expertise; Skilled
Workers; Technical Expertise; Good Team
Members

Management Factor (8 sub- factors)

Good Cash Flow Management; Internal
Efficiency; Good Cash Flow Management;

Effective Organization Structure; Good site

Management; Focus on Job Safety and

Security; Upgrading and Educating Members; Growth

Availability of Capital Performance

A 4

Product Quality (5 sub-factors) 1A |
. nnua

Active in R&D; Active in Innovation; Turnover
2. No. of

Technological edge; Use of New Technology Employment

and Automation; Maintaining High Quality of
Product

Customer Orientation (3 sub-factors)
Commitment to  customer  satisfaction;
Competitive prices of product; Good Relations
with Clients

Environmental Factor (5 sub-factors)
Forming Joint Venture; Availability of bank
loans & other credit; Open Economic Policy of
Government; Government assistance / tax
incentives;  Political ~ Stability & peaceful

environment

Independent Variables Dependent variables

Figure 1: Research Model of Firm Growth
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4. RESEARCH METHODOLOGY

For the purpose of data collection, a questionnaire survey was conducted among the
large sized construction companies registered as grade G7 contractors under CIDB
classification. This questionnaire was divided into four main sections that covered
respondents’ background, firm’s performance, firm’s growth factors and firm’s growth
path (see Appendix A). Questionnaires were sent to 600 randomly selected
respondents via postal service and by hand out of a total population of 3,000 G7
contractors. From 600 questionnaires disseminated, 102 (17% response rate) of the
questionnaires were returned, completed and useable. Data was analyzed by using
relevance statistical methods such as frequency and regression analysis to establish
findings. Besides this, the collected data was also analyzed using the relative
importance index (RIl) of the various factors that contribute to firm growth factors. The

outline of the research methodology can be summarized as in Figure 4.
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Primary Data

Questionnaire

Problem Statement

4L

Identified Research Question

and Research Objective

Il

Data Collection

U

Data Analysis

iyl

Secondary Data
Magazines
Books

Articles
Journals

Conclusion and Recommendation
A set of factors determine growth and growth
index are identified for construction companies in

Malaysia

1l

Editing and Report Writing

U

Submission

Figure 2: Methodology of research
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5. GANTT CHART (PLANNED VERSUS ACTUAL)

rsroject Activities

Duration

2009

2010

JIFIMAIM|JIJULILA[S|O|N|D

START

36 months

ORGANISATION

2 months

2 months

Completion of Literature Review

LITERATURE REVIEW 7 months
ESTABLISHING PARAMETERS 3 months
3 months
ESTABLISHING MEASUREMENT 2 months
2 months
ESTABLISING METHODOLOGY 2 months
2 months
DATA COLLECTION 9 months
ESTABLISHING QUESTIONNAIRES 2 months
3 months
ESTABLISHING SAMPLING FRAME 2 months
2 months
QUESTIONNAIRES DISTRIBUTION 3 months
5 months
INTERVIEWS 2 months
2 months
DATA PROCESSING 8 months
DATA KEY IN 3 months
3 months
DATA CLEANING 2 months
2 months
OUTPUT ORGANISATION 3 months
2 months
DATA ANALYSIS 4 months
FREQUENCIES ANALYSIS 1 month
1 month
RIl (Relative Important Index) 1 month
1 month
REGRESSION ANALYSIS 1 month
1 month
FINDINGS AND CONCLUSION 2 months
3 months
RECOMMENDATION 2 months
EDITING AND REPORT WRITING UP 2 months
FINAL DRAFT 1 month
FINAL REPORT 1 month
COMPLETION o

2 Conference Paper (International)

JIFIMAMIJ[JULIA[S|O|IN|D

@ | Completion of Data lection

3 Conference Paper (Internationa

JIFIMAIM|J|JLIA|S

of Data

(National)

@ Completion

Bl summary E1  Planned

Hl Actual

1), 1 Conference Paper (National)

mpletion of Data Processing

= 1 Journal Paper,
2 Conference Paper

@ |Recommendation

Submission
of Report

@ Completion



6. RESEARCH FINDINGS

There are several findings that have been found through this study. Good management
of a company was found to be the utmost important factor that contributes to the growth
of construction companies. These factors are management related and it is in line with
previous studies (Hillebrant,1990; Abu Bakar,1993; Yusuf,1995) which found that good
management of companies were ranked as the main factors that contribute to the
growth of companies. The top ten most important factors contributing to growth of
construction companies are: good company management;, good cash flow
management; sufficient knowledge and experience; good team members; technical
expertise; good site management; commitment to customer satisfaction; availability of
capital; availability of skilled workers; and good relations with clients. These factors
should be aptly given more attention by construction companies that aim to achieve

growth in their firms.

For main categories, it shows that customer orientation was found to be the utmost
important factor that influences firms’ growth. While, management factor was ranked 2
as the important factor that influences firms’ growth. The list of main factors according to

ranking of important are shown as below:

Table 4.7.1: List of main factors according to ranking of important

Factors RIl (Average) Rank
Customer Orientation 0.8601 1
Management Factor 0.8546 2
Human Factor 0.8473 |
Environmental Factor 0.7976 4
Product Quality 0.78112 2
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As been mentioned before, firm growth can be measured by several of indicators such
as profit, sales, market coverage, employment and many more other factors. However,
this study used two indicators, namely, number of permanent employees and annual
turnover as the basis for growth measurement. From the analysis, management and
product quality, and human factor had a great relation with employment growth. The
factor of management and product quality considered to be the highest significant
factors that determining the employment growth. Similar with the result in employment
growth, it also found that management and product quality factor is the most significant
factor towards turnover growth. The second highest significant factor with turnover

growth is human factor, followed by customer orientation.

In term of growth path, it was found that most of large construction companies in
Malaysia stated as small contractors and began their operations within the local market.
It also was found that most of construction companies grew systematically from a local

market coverage to a regional one and then to a national market.
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7. PROJECT ACHIEVEMENT

7.1 Publication
a) Conferences

No.

International

Abu Bakar, A.H., llias Said, Mohd Wira Mohd Shafie, Arman Abdul
Razak and Mohamad Nizam Yusof (2008), Growth Factors for
Construction Companies in Malaysia, In Proceeding in International
Conference on Built Environment of Developing Countries, Sustainable
Built Environment: Bridging Theory and Practice, (ICBEDC 2008), 3-4
December 2008, USM, ISBN 987-983-3986-40-8, pp. 1242-1258.

Abu Bakar, A.H., llias Said, Arman Abdul Razak and Mohamad Nizam
Yusof (2008), The Implementation of Strategic Management Practices
in The Malaysian Construction Industry, in the Proceeding of
International Conference on Economic and Management Perspectives
(ICEMP’08), 17-19 October 2008, Selamis Bay Conti Hotel, Northern
Cyprus.

Mohamad Nizam Yusof, Indah Yunitasari and Abu Hassan Abu Bakar,
(2008), Strategic Management in Construction Industry: Case Study in
Indonesia, In Proceeding of 7" Annual Conference Management in
Construction Research Association, (MiCRA 20008), 18-19 June 2008,
International Islamic University, pp. 275-295.

Mohamad Nizam Yusof, Indah Yunitasari and Abu Bakar, A.H. (2008),
The Practice of Strategic Management in Medan Indonesia, in
Proceeding of Asea Pacific Conference on Management of Technology
and Technology Entrepreneurship 2008, 29-30 October, 2008, Hotel
Equatorial Melaka, Organized by Universiti Teknologi Malaysia.

Mohamad Nizam Yusof, Ira Modifa and Abu Hassan Abu Bakar,
(2008), Improving Construction Project Performance Through Project
Manager : An Indonesia Experience, In Proceeding in International
Conference on Built Environment of Developing Countries, Sustainable
Built Environment: Bridging Theory and Practice, (ICBEDC 2008), 3-4
December 2008, USM, ISBN 987-983-3986-40-8, pp. 1001-1015.
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Mohamad Nizam Yusof, Ira Modifa and Abu Hassan Abu Bakar (2008),
The Role of Project Manager in Improving Construction Project
Performance: Case Study in Medan, in the Proceeding of International
Conference on Project Management (ICoPM 2008), 18-20 November
2008, University Malaya, pp. 540-549.

No.

National

Mohamad Nizam Yusof, Indah Yunitasari and Abu Hassan Abu Bakar,
(2008), Strategic Management in Construction Industry: Case Study in
Indonesia, In Proceeding of 7" Annual Conference Management in
Construction Research Association, (MiCRA 20008), 18-19 June 2008,
International Islamic University, pp. 275-295.

b) Journal Paper

No.

International

Abu Bakar, A.H., Arman Abdul Razak, Mohamad Nizam, Y. and
Nurkhuraishah Abd. Karim (2010). Factors Determining Growth of
Companies: A Study on Construction Companies in Malaysia. African
Journal of Business Management. (ISI — IF 1.1) [Accepted].

Abu Bakar, A.H., Arman Abdul Razak and Mohamad Nizam Yusof
(2010), The Growth Path of Large Construction Companies in Malaysia
[Manuscript Preparation]

Abu Bakar, A.H., Arman Abdul Razak and Mohamad Nizam Yusof
(2010), The Growth Index for Construction Companies in Malaysia
[Manuscript Preparation]
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7.2 Human Capital Development

. Number
Human Capital
PhD Student 1
MSc Student 1
Temporary Research Assistant 1
3

8. EXPENDITURE

No VOT Amount Received | Amount Spent % Spent
(RM) (RM)
V11000 103,000.00 94,119.94
V15000 0.00 2,304.08
V21000 23,000.00 27678.09
V23000 2,500.00 300.00
V24000 4,500.00 0.00
V26000 2,500.00 0.00
V27000 6,200.00 14,028.33
V28000 2,500.00 220.00
V29000 5,800.00 6,845.00
V35000 15,000.00 14,136.00
V41000 0.00 5,295.00
V52000 0.00 30.00
TOTAL 165,000.00 164,953.44 99.9%

Balance: RM 43.56

22




REFERENCES

Abu Bakar, A. H. (1993). Growth Strategy for Construction Companies in Developing
Countries, A Malaysian Experience. CIB W-65 Symposium 93, Port of Spain,
Trinidad.

Autio, E. (2007) Global Entrepreneurship Monitor: 2007 Global Report on High-Growth
Entrepreneurship,
http://www.gemconsortium.org/download/1207305613771/GEM%20High%20Gro
wth%20Report%2007b.pdf

Baum, et.al.(2001). A Multidimensional Model of Venture Growth. Academic of
Management Journal, 44(2), 292-303.

Betts, M. and Ofori, G. (1992). Strategic Planning for Competitive Advantage.
Construction Management and Economics, 10, 511-32.

Bonaccorsi, A. and Giannangeli, S. (2008), One or More Growth Process? Evidence
From New ltalian Firms. Small Business Economics.

Castrogiovianni, G.J. (1996). Pre-Start-Up Planning and the Survival of New Small
Firms, Journal of Management, 22(6), pp. 801-823

Chan, A.P.C and Chan, A.P.L, (2004). Key performance indicators for measuring
construction success, Benchmarking an International Journal, Vol 11 No.2,
pp.203-221.

Churchill, C. F. (1997). Managing Growth: The Organizational Architechture of
Microfinance Institutions. ACCI on International. http://www.ebook-search-
engine.com/organization-growth-ebook-all.html

CIDB (2006), Malaysia Construction Industry Master Plan.

CIDB (2008), Contractors Registered, http://www.cidb.gov.my/

Delmar, F. (1997).Measuring growth: Methodological considerations and empirical
results. In R. Donckels and A. Miettinen (eds), Entrepreneurship and SME
Research:On Its Way to the Next Millinium (pp.199-215). Adershot: Ashgate.

Ghani, A.M.M. (1988). Kemelesetan Ekonomi dan kesannya ke atas penglibatan
kontraktor- kontraktor bumiputera di wilayah utara Malaysia, Unpublished Master
Thesis, School of Housing, Building and Planning, University Science of
Malaysia.

Haibo , Z and Gerrit, D.W. (2009). Determinants and dimensions of firm growth. In: EIM
Business and Policy  Research /  Scales Research Reports.
RePEc:eim:papers:h200903.

23



Harty, Chris et. all. (2006). The Future of Construction : a Critical Review of
Construction Future Studies. Construction Management and Economics, Vol.25
pp. 477-493.

Heffernal, P. (2007). Constraint on the Growth of Technology-Based Firm- Perception
and Effects (paperback), United Kingdom: University of Cambridge, Institute for
Manufacturing.

Hillebrandt, P.M. and Cannon, J. (1990). The Modern Construction Firm. Macmillan,
Basingstoke.

Hisatomi, Y. (1990). An Introduction to Japanese Construction Industry and General
Contractors, CIB 90, (5), (247-255).
http://www.cidb.gov.my/cidbweb/bin/corporate/cimp/CIMP_Fwd.pdf

Ligthelm, A.A. (2004). Factors Responsible for the Growth of Small Business Firms:
Empirical Evidence. 13" Nordic Conference on Small Business Research.

Marmet, D. (2004). Growth of New Firms: Which Factors influence Post-Entry
Performance? An Empirical Analysis Based on Swiss Firm Data, KOF Working
Paper, No.97, Swiss Federal Institute of Technology: Zurich.

Morrison, L, Breen J. and Shameen, A. (2003) Small Business Growth: Intention, Ability
and Opportunity, Journal of Small Business Management, Vol.41 (4): 417-425.

Ofori, George and Chan, Swee Lean (2000). Growth Paths of Construction Enterprises
in  Singapore, 1980-98. Engineering, Construction and Architectural
Management, Vol.7, No.3, pp. 307-321.

Penrose, E. (1959). The Theory of the Growth of the Firm, Oxford University Press.

Pettus, M.L (2003). Growth From Chaos: Developing Your Firm’ Resources to Achieve
Profitability without Cost Cutting, London: Praeger Publishers.

Phaladi, M.J. and Thwala, W.D. (2008). Critical Success Factors for Small and Medium
Sized Contractors in North West Province, South Africa, 5" Post Graduate
Conference on Construction Industry Development, 16-18 March, Bloemfontein,
South Africa

Porter, M.E. (1980) Competitive Strategy Techniques for Analyzing Industries and
Competitors. The free press.

Recklies, O. (2001). Managing Growth — Barriers and Preconditions, Recklies
Management Project GmbH, http:/themanager.org/pdf/ManagingGrowthll.PDF

Rossi et. al. (2002). Measurement growth in a total quality perspective. Journal of
Measurement, Vol. 32, pp. 117-123.

Schneider, J.,Dowling, M. and Raghuram, S. (2007). Empowerment As a Succes Factor
in Start-up. RMS, 1:167-184.

24



Skrt, B. and Antoncic, B. (2004). Strategic Planning and Small Firm Growth: An
Empirical Examination. Managing Global Transition, Vol. 2, Number 2, pp. 107-
122.

Stam, E., Garnsey, E. and Heffernan, P. (2006), A Penrosean Theory of the Firm:
Implication and Application for the Study of the Growth of Young Firms, Chapter
8 in M. Dietrich (ed.), Economics of the Firm: Analysis, Evolution and History.

Storey, D. J. 1994. Understanding the small busiess sector. London: Routledge

Tam, C.M., Deng, Z.M., Zeng, S.X. and Ho, C.S., (2000). Quest for continuous quality
improvement for public housing construction in Hong Kong. Construction
Management and Economics, Vol.18 (4), pp. 437—446.

Volpe, L. and Biferali, D. (2008). Edith Tilton Penrose, The Theory of the Growth of the
Firm. Journal Manage Governance, Vol. 12, pp. 119-125.

Weinzimmer, L. G. (2000). A Replication and Extension of Organizational Growth
Determinants. Journal of Business Research, Vol. 48, pp. 35-41.

Wijewardena, H. and De Zoysa, A. (2005). A Factor Analytic Study of the Determinants
of Success in Manufacturing SMEs, 35th EISB Conference - Sustaining the
Entrepreneurial Spirit Over Time, Barcelona, Spain, 12-14 September, 2005, pp.
1-11.

Yusuf, Attahir (1995). "Critical Success Factors for Small Business: Perceptions of
South Pacific Entrepreneurs," Journal of Small Business Management 33(1), 68-
79.

Zahra, S. (1991). Predictors and Financial Outcomes of Corporate Entrepreneurship: an
explorative study, Journal of Business Venturing, 6, pp.259-285.

25



APPENDIX



Accepted for publication AJBM-10-1142 Bakar et al
African Journal of Business Management [ajbm.acadjourn@gmail.com]

Sent: Tuesday, February 15, 2011 8:40 PM
To:  Abu Hassan Abu Bakar

Dear Dr.Bakar,

I am pleased to inform you that your manuscript AJBM-10-1142 Bakar et al, has been accepted for
publication in the African Journal of Business Management. There are some corrections which we
will make before the proof is send to you.Please note that the Official Acceptance Letter will be sent
to you after you have effected payments for your article. Kindly make payment as soon as possible to
enable us include your manuscript in this month's publication

The email address of our accounts department is given below: accounts_acadjourn@yahoo.com

Best Regards,

Franklyn Monyei

Editorial Assistant,

African Journal of Business Management

Academic Journals

E-mail:ajbm.acadjourn@gmail.com
http://www.academicjournals.org/AJBM

ISSN 1993-8233

(ISTINDEXED JOURNAL; IMPACT FACTOR 1.105)

C TP L DS~ I (DT SR | . SR, (NN c IR - - - O i T <UD : . (- - U Y TEEY B R - o s~ vr A~eav~e



AJBM-10-1142 Bakar et al

Factors Determining Growth of Companies:
A Study on Construction Companies in
Malaysia

Abu Hassan Abu Bakar,PhD1, Arman Abd Razakz, Mohamad Nizam Yusof®

and Nurkhuraishah Abd Karim*

School of Housing, Building and Planning
Universiti Sains Malaysia, Pulau Pinang, Malaysia
! abhassan@usm.my, 2arm_raz@usm.my, ¥ amnizam79@gmail.com * nurkhu_sha@yahoo.com

ABSTRACT: Most firms in general have multiple objectives aimed to sustain and succeed in their
business. In the short term, firms pay more attention to profit maximization. For the long term
however, profit is no longer the prime focus because one of the objectives which may dominate
the management of a firm is its growth. The objectives of this paper are to establish factors
determining growth of construction companies in Malaysia and also to establish which factors
have greater impact on growth. Data collection for the purpose of this study was done through a
questionnaire survey which was carried out involving large construction companies from grade
G7 as classified under the Construction Industry Development Board of Malaysia (CIDB).
Questionnaires were sent to 600 respondents via postal service and by hand. From 600
questionnaires disseminated, 102 of the questionnaires were returned, completed and useable.
Data was analyzed by using relevance statistical methods such as frequency, relative important
index (RIl) and regression analysis to establish findings. Findings of this research show that the
good management of a company was found to be the utmost important factor that contributes to
the growth of construction companies. Effective organization structure, use of new technology
and automation as well as commitment to customers’ satisfaction had a good correlation with
employment growth. It was also found that market specialization; good company management,
availability of bank loans and other credit facilities and use of new technology as well as
automation are significant factors towards growth in turnover.

Keywords: Construction companies, growth, Malaysia

INTRODUCTION

The construction industry is dynamic in nature and its environment has become more
dynamic due to increasing uncertainties in technology, budgets and development process (Chan
and Chan, 2004). As a complex industry comprising a wide array of firms, discipline and
practices, change to the organization and activities of the sector might be beneficial to some, but
disadvantageous for others (Harty et al., 2006). Change is a continuous process and as such, the
firm must be in a position to respond continuously to changing environmental conditions. Not all
firms are equally able to change (Pettus, 2003). In the face of these changes, it is increasingly
difficult to manage the construction business in today’s environment (Betts and Ofori, 1992).

Churchill (1997) accentuates the fact that businesses must understand the pressure to
grow so that they can plan and prepare for it, choose the right timing for expected major changes
in size and control the speed of growth. Recklies (2001) also added that growth has to be part of
the corporate development. It has to take into account internal resources and external forces,
and, ideally, it is a planned part of the corporate strategy.

The assumption of the traditional economic theory is that firms will pursue an objective of
profit maximization. However, according to Weinzimmer (2000), organizations can benefit from
growth in many ways, including greater efficiencies through economies of scale, increased power,
the ability to withstand environmental change, increased profits and increased prestige for
organizational members. As noted by Bonaccorsi and Giannangeli (2008), growth does not come
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at zero cost for firms. A firm’s decision to grow is the essentially the result of an assessment
regarding the profitability of a new market opportunity. Hisatomi (1990) emphasize that efficiency,
effectiveness, reputation as well as increasing market share is important for the survival of a firm.

Contracting is a very complex business, yet it is relatively easy to be registered as a
contractor in Malaysia. The Construction Industry Development Board of Malaysia or CIDB (2006)
noted that low barriers to entry into the industry have swollen the ranks of contractors with many
small scale companies registered as grade G1 contractors under the CIBD grade of registration
with G1 being the entry level grade. This grading of contractors, from G1 to G7, is also directly
commensurate to the magnitude of projects the contractors may be involved in. Currently, there
are approximately 64,000 contractors registered with CIDB, out of which approximately 57% are
G1 grade contractors (CIDB, 2008). According to Ghani (1988), the failure rate and bankruptcies
in construction companies in Malaysia are high.

During the economic crisis of the 1980s and 1990s, many Malaysian construction
companies and contractors especially those that were Bumiputera (comprising of individuals of
Malay and/or indigenous descent) owned, could not successfully execute their construction
projects and had to diversify into other business activities. Contractors of the lower grades
suffered more hardship than their higher counterparts, which led them to total bankruptcy (Ghani,
1988).

In his study, Abu Bakar (1993), found that most construction companies in Malaysia
started as small, local market companies during the 1970 - 1980s period of construction boom.
They expanded at different rates and levels of success and growth. About a quarter failed to
progress beyond the local level, and one-third made the local-regional-national transition in 3 - 5
years. In recent years, with the completion of ‘mega-projects’ and subsequent economic
prudence, local projects were insufficient to sustain the 70,000 odd contractors. Thus, many of
the lower ranking contractors have left the industry (CIDB, 2006). This leads to the question of
why is there inconsistency in growth among construction companies within the Malaysian
construction industry.

The objectives of this paper are to establish factors determining growth of construction
companies in Malaysia and also to seek which factors play a more important role in determining
growth.

FIRM GROWTH

In her seminal book, Penrose (1959) characterizes the phenomenon of growth in firms
and companies as follows:

“The term ‘growth’ is used in ordinary discourse with two different connotations. It
sometimes denotes merely increase in amount; for example, when one speaks of growth
in output, export, and sales. At other times, however, it is used in its primary meaning
implying an increase in size or improvement in quality as a result of a process of
development, akin to natural biological processes in which an interacting series of
internal changes leads to increases in size accompanied by changes in the
characteristics of the growing object”.

Penrose’s original contribution in 1959 shaped the direction of growth. From a totally
‘inside-out” perspective, firm’s growth is now conceived as the endogenous outcome of perennial
intra-firm knowledge creation (Volpe and Biferali, 2008). Firm growth demands the ability to
master technologies, engender labor skill, organize the production process as well as efficiently
serve a market. A firm will exploit a growth opportunity as long as the benefits outweigh the costs,
given the level of ability with which the firm was endowed at start-up (Bonaccorsi and
Giannangeli, 2008).

According to Skrt and Antoncic (2004), in order for the firm to grow, the entrepreneur
needs to formulate an exact, clear mission and vision for his or her firm. Strategic planning can be
considered important in driving firm growth. Precisely formulating visions and strategy,
incorporating the elements of internationalization and networking in the firm vision, focusing on
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growth, profit, and market, performing analyses of market and competition, accurately formulating
generic business strategies and achieving company wide support for strategies can all be
beneficial for the growth of smaller firms.

Weinzimmer (2000) has concluded that many researchers have examined the influence
of strategy factors on organizational growth; the relationship between characteristics of top
management and organizational growth; strategy and industry characteristics on organizational
growth; and industry and top management characteristics on organizational growth. In his
conclusion, three sets of determinants had been identified; namely, industry attributes,
organization strategies and top management characteristics.

Moreover, according to Schneider et al. (2007), it has been suggested in the literature
that employee development is especially important for start-up companies to achieve
organizational performance and in particular high growth. Bonaccorsi and Giannangeli (2008)
have concluded that the relationship between initial size and growth is more complex. By
specifically, considering very small firms in the sample, there is evidence of a positive
relationship, suggesting that there is a minimum size below which no growth whatsoever occurs.
Entrepreneurs’ competencies may be a triggering factor only if they are associated with larger
initial size. True growth is more than adding something to the company — people, office space,
sales force (Recklies, 2001). Firm growth is a multidimensional construct that can include
increases (1) in asset and employment size, (2) in sales volume and profitability, as well as (3) in
the variety of business functions, products and services.

MEASURES OF GROWTH

The field of measurement is required and needs to be recognized in order to ensure the
quality of almost any industry; to identify factors affecting quality; and to measure growth (Rossi
et al.,, 2002). Growth can be seen as a very important measurement of firm performance.
According to Baum et al. (2001), firm growth is frequently equated with success. Rossi et al.
(2002) added that measurement of growth is somehow at a turning point nowadays. The total
quality paradigm is a good reference as it essentially means active participation of all involved
subjects within an organization.

Firms size is measured in terms of total number of workers, including employees,
founders, and contract workers (Bonaccorsi and Giannangeli, 2008). A firm’s growth can be
measured in terms of inputs (investment funds, employees), in terms of the value of the firm
(assets, market capitalization, economic value added elements) or outputs (sales, revenues,
profit). Each of the measures illustrates some feature of growth and each is subject to limitations
as a growth indicator. Input, output and value growth in a firm may not be aligned, and so diverse
growth measures should not be expected to correlate. The relationship between growth, size and
age of firms is very sensitive with respect to the definition of growth and size (Stam et al., 2006).

FACTORS CONTRIBUTING TO FIRMS’ GROWTH

There are several factors that contribute to firms’ growth. It differs between small and
large firms and also may vary from country to country, depending on their economic,
geographical and cultural differences. In the study on small business growth, Morrison et al.
(2003) noted that human factor was considered to be the overwhelming force that determines
whether a business will prosper or not. Hillebrant and Cannon (1990) identify management as the
most important determinant of the capacity as well as capability of construction firms. They
suggest that construction is particularly management-intensive because of the large number of
decisions which require to be taken from day to day, on site as well as within the organization.
Based on the study of small firms in the island nations of the South Pacific, Yusuf (1995) found
that good management, access to financing, personal qualities of the entrepreneur, and
satisfactory government support were the most important factors to success.

Abu Bakar (1993) examined the factors affecting growth of construction companies in
Malaysia and found that good financial backing; good cash flow management, technical expertise
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and good company management as some of the key factors that contribute to the success of
companies. In the manufacturing industry, Wjewardena and De Zoysa (2005) have identified six
principal factors that are perceived to be major contributors to the success or growth of
manufacturing firms in Sri Lanka. These factors, in their order of importance, are customer
orientation, product quality, efficient management, supportive environment, capital accessibility
and marketing strategy. Meanwhile CIDB (2006) has identified 8 critical success factors that are
pertinent for a successful business in the construction industry, which include productivity, quality,
human resources, innovation, environment friendly practices, knowledge, industry sustainability
and professionalism.

ANALYSIS OF GROWTH FACTORS

Based on the literature review relating to firm growth, twenty-seven growth factors that
were listed by researchers have been selected. These factors were used for the purpose of
establishing growth factors for construction companies in Malaysia. A detailed analysis of growth
factors is presented in Table 1. The analysis revealed that a majority of authors agreed that good
company management, skilled workers, maintaining high quality of product, market specialization
and good financial backing are deemed as important growth factors to the company. From Table
1, it can also be seen that most of the authors list joint venture, good cash flow management and
innovation to be considered as firm growth factors as well.

Table 1. Variable of growth factors used by several authors

Authors
Growth Ofori ; Phaladi
Factors* Porter /B\:I‘:ar & Ligthelm Marmet \gjgvgaztgs,g: CIDB  Heffernal &
(1980) (1993) Chan (2004) (2004) (2005) (2006) (2007) Thwala
(2000) (2008)
1 X X X X
2 X X X X X X
3 X X X X X X X
4 X X X
5 X X D¢ X X X X
6 X X X X X X X
7 X
8 X % X
9 X X X X X X
10 p’d X X
11 X X X X
12 X
13 X X X
14 X
15 X X
16 .6 X X X
17 X X
18 X X X
19 X X
20 X X
21 X
22 X
23 ¥ X X
24 X
25 %
26 X
27 X

*Note: 1- Joint Venture; 2- Market Specialization; 3- Good Company management; 4- Diversify
Expertise; 5- Skilled Workers; 6- Maintaining High Quality of Products;7- Use of new technology

4
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and automation 8- Technical Expertise; 9- Availability of capital; 10- Internal Efficiency; 11- Good
Cash Flow Management; 12- Effective Organization Structure; 13- Sufficient Knowledge and
Experience; 14- Good Team Members; 15- Good Site Management;, 16- Innovation; 17-
Research and Development; 18- Upgrading and educating members; 19- Safety and Security;
20- Commitment to Customers’ Satisfaction; 21- Good Relations with Customers; 22- Competitive
prices of products/services 23- Technological Edge ; 24- Availability of bank loans and other
credit ; 25- Open economic policy of the government; 26- Political stability and peaceful
environment; 27- Government assistance / tax incentives

RESEARCH FRAMEWORK

The main variable of interest to this study is the dependent variable of growth
performance which is measured by the annual turnover and the number of permanent
employees. The independent variables that may influence the dependent variable are the factors
that contribute to the firm growth. The relationship between the dependent and independent
variables is as shown in Figure 1 below:

Factors Determining Growth
Companies

Joint Venture; Market
Specialization; Company
management; Diversify
Expertise; Skilled Workers;
Maintaining High Quality of
Products; Technical Expertise;
Availability of capital; Internal
Efficiency; Good Cash Flow
Management; Effective
Organization Structure;
Sufficient Knowledge and Growth
Experience; Good Team Performance
Members; Good Site
Management; Innovation; 1. Annual Turnover
Research & Development; 2. No. of

Upgrading and educating Employees
members; Safety and Security;
Commitment to Customer
Satisfaction; Good Relations
with Customers; Technological
Edge; Availability of bank loans
& other credit; Open economic
policy of the government;
Political stability & peaceful
environment; Government
assistant / tax incentives

A 4

Independent Variables Dependent variables

Figure 1. Research model of firm growth.
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METHODOLOGY

For the purpose of data collection, a questionnaire survey was conducted among the
large sized construction companies registered as grade G7 contractors under CIDB classification.
This questionnaire was divided into four main sections that covered respondents’ background,
firm’s background, firm’s performance and firm’'s growth factors. Questionnaires were sent to 600
randomly selected respondents via postal service and by hand out of a total population of 3,000
G7 contractors. From 600 questionnaires disseminated, 102 (17% response rate) of the
questionnaires were returned, completed and useable. Data was analyzed by using relevance
statistical methods such as frequency and regression analysis to establish findings. Besides this,
the collected data was also analyzed using the relative importance index (RII) of the various
factors that contribute to firm growth factors (Tam et al., 2000).

As previously mentioned, the dependent variable in this study is firm growth. Firm growth
can be measured by several attributes such as turnover/sales, employment, assets, market
shares, and profits. However, in the context of this study, growth in employment and turnover is
used as an indicator of firm growth. In order to carry out regression analysis, the dependent
variable was split into high growth (increase more than 50%), low growth (increase below than
50%), unchanged and declining.

ANALYSIS

Respondent’s Background

The respondent’s position in the firm is important in acquiring the desired feedback. From the
analysis, the job designations of respondents were mainly managing directors representing
27.2%. Engineer/quantity surveyors contributed the second highest percentage of 25.5%. Other
positions of the respondents were project managers (15.7%), general managers (10.8%) and
others, contributing to 6.9%. In terms of status of the firm of the respondents, 80.4% were from
private limited companies, 16.7% came from partnership companies and only 2% were from
cooperation/consortium based companies. In terms of value of the respondents’ firm’s annual
work, 26.5% of the respondents were involved in projects worth between RM11 — RM20 million,
24.5% of the respondents dealt with projects worth more than RM41 million, 16.7% of the
respondents from projects worth between RM 5 million — RM 10 million and 15.7% of the
respondents were handling projects worth between RM 31 million - RM 40 million. In terms of
firms’ age, 52.4% of the respondents were from firms that were set up more than 10 years ago.
Firms founded between 5 — 10 years constituted 38.1%, followed by 7.1% for firms established
between 3 — 5 years. Firms that began operations for less than 3 years contributed to only 2.4%.
This clearly shows that most of the firms involved in this study are well experienced in
construction works

Frequency distribution on Employment and Turnover Growth from the Start Off to Current
Operation

Table 2 shows the frequency distribution on employment and turnover growth level from the start
off to current operation. From the Table 2, it can be seen that 55% of the respondents can be
considered as having undergone high growth in terms of growth in employment. In terms of
turnover growth, 48% of the respondents can be considered as having high growth. The analysis
shows that most of the respondents have a high growth in both variables.
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Table 2. Frequency distribution on Employment and Turnover Growth from the Start Off to

Current Operation.

Number of Firm (%)

Growth Levels Number of Turn Over
Employees

High Growth (> 50%) 55 48

Low Growth (<50%) 4 29.5

Unchanged (0%) 41 22.5

Total 100 100

Ranking of firm Growth Factors

Table 3 shows the firm growth factors and their overall ranking. By using Relative Important Index
(RIN), firm growth factors could be ranked accordingly. In terms of importance, good management
of company is ranked 1. Good cash flow management is the second most important factor that
contributes to firms’ growth, followed by sufficient knowledge and experience, good team
members, technical expertise, good site management, commitment to customer satisfaction and
so on as shown in Table 3. The last five factors including focus on job safety and security, active
in innovation, active in research and development, diversify expertise and forming joint venture
are considered and perceived to be the least important factors that influence firm growth.

Table 3. Ranking of firm growth factors.

Firm Growth Factors W RII Rank
Good management of company 479 0.9392 1
Good cash flow management 459 0.9000 2
Sufficient knowledge and experience 456 0.8941 3
Good team members 453 0.8882 4
Technical expertise 452 0.8862 5
Good site management 449 0.8803 6
Commitment to customer satisfaction 447 0.8764 7
Availability of capital 446 0.8745 8
Availability of skilled workers 444 0.8705 9
Good relations with clients 441 0.8647 10
Internal efficiency 439 0.8607 11
Maintaining high quality of products 439 0.8607 12
Availability of bank loans and other credit 432 0.8471 18
Political stability and peaceful environment 431 0.8450 14
Effective organization structure 430 0.8431 18
Competitive prices of products/services 428 0.8392 16
Market specialization 418 0.8196 17
Open economic policy of government 416 0.8156 18
Government assistance / tax incentives 406 0.7960 19
Technological edge 403 0.7901 20
Upgrading and educating members 396 0.7764 21
Use of new technology and automation 394 0.7725 22
Focus on job safety and security 389 0.7627 23
Active in innovation 382 0.7490 24
Active in research and development 374 0.7333 25
Diversify expertise 370 0.7254 26
Forming Joint venture 349 0.6843 27




AJBM-10-1142 Bakar et al

Multiple Regression of Employment on the full set of independent variables (Firm Growth
Factors)

The result of multiple regression analysis, which regressed the firm growth factors against
employment growth, is shown in Table 4. The enter method was used to run this analysis. As it
can be seen, the 27 variables together significantly explained 53.1% of the variance in
employment growth (F=2.938, p<0.01, R%= 0.531). According to Table 4, only three variables
including effective organization structure, use of new technology and automation and commitment
to customer satisfaction had significant positive regression weight. Among these factors, uses of
new technology and automation is the most significant predictor, with a t-value equal to 3.071 and
p-value equal to 0.003, indicating that the more uses of new technology and automation
demonstrate higher employment growth when compared with firms that do not use new
technology and automation. From Table 4, it can also be seen that there are two predictors that
have a significant negative weight, namely, forming joint venture and maintaining high quality of
product.

Table 4. Multiple Regression of Employment Growth on the full set of independent variables
(Firm Growth Factors).

Employment growth
R?=0.531
Firm Growth Factors Adjusted R?*=0.35
F=2.938**
Standardized t Sig.
Coefficients
Constant -.595 .554
Sufficient knowledge and experience A1 794 430
Market Specialization -209 -1.381 A72
Diversify expertise -.347  -1.863 .067
Availability of Skilled Workers -178  -1.325 .189
Technical Expertise -.053 -.247 .805
Good Team Member 167 .785 435
Forming Joint Venture -449  -3.104 .003**
Good Management of Company 72 1.185 .240
Internal Efficiency .020 .089 .930
Good Cash Flow Management -.013 -.096 .924
Effective Organization Structure B 2444 017
Good Site Management -181  -1.239 219
Focus on Job Safety and Security -157  -1.070 .288
Upgrading and Educating Members -.087 -.500 .619
Active in Innovation -.027 -113 911
Active in Research and Development 262 1.093 278
Availability of Capital -.042 -.268 .790
Availability of bank loans and other Credit =275  -1.447 1562
Technological Edge -.102 -.535 .594
Use of New Technology and Automation .645 3.071 .003**
Maintaining High Quality of Product -459  -2.181  .033*
Commitment to Customer Satisfaction 493 2.736 .008*
Competitive price of products / services -.088 -.629 532
Good Relationships with Clients -.066 -.323 .748
Open Economic Policy of Government .003 .013 .989
Government Assistance / tax incentives .095 .669 .505
Political Stability and peaceful 260 1518 133

Environment

Dependent Variable: Employment Growth
*Significant level at p<0.05 **Significant level at p<0.01
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Multiple Regression of Turnover Growth on the full set of independent variables (Firm
Growth Factors)

Table 5 summarizes the multiple regression results of the dependent variable (turnover growth)
and progress with firm growth factors. The enter method was used to run this analysis. As it can
be seen, the 27 variables together significantly explained 55.7% of the variance in turnover
growth (F=3.262, p<0.01, R?= 0.557). The results show that only a few of the firm growth factors
have a significant influence on turnover growth, where factors concerning market specialization,
good management of company, availability of bank loans and other credit and use of new
technology and automation were positive significant predictors of turnover growth. The most
significant impact on turnover growth is availability of bank loans and other credit facilities, with a
t-value equal to 4.261 and p-value equal to 0.000, indicating that more availability of bank loans
and other credit facilities demonstrate higher turnover growth when compared with inadequate
bank loans and other credit. From Table 5, it can also be seen that there are five predictors which
had a significant negative weight, namely, diversify expertise, forming joint venture, technological
edge and political stability and peaceful environment.

Table 5. Multiple regression of turnover growth on the full set of independent variables (firm
growth factors).

Turnover Growth

R%=0.557
Firm Growth Factors Adjusted R?=0.386
F=3.262**
Standardized t Sig.
Coefficients
Constant -2.572 .012
Sufficient knowledge and experience .089 .655 515
Market Specialization 533 3.631 .001*
Diversify expertise -471  -2599  .011*
Availability of Skilled Workers -204  -1.558 124
Technical Expertise .389 1.882 .064
Good Team Member -.010 -.048 .962
Forming Joint Venture -415 -2.947 .004**
Good Management of Company 460 3.259 .002**
Internal Efficiency -235 -1.081 .283
Good Cash Flow Management .075 557 .579
Effective Organization Structure -.066 -.324 1747
Good Site Management -.100 -701 486
Focus on Job Safety and Security -.019 -.135 .893
Upgrading and Educating Members .254 1.495 .139
Active in Innovation -617 -2.658 .010**
Active in Research and Development 428 1.840 .070
Availability of Capital -265 -1.723 .089
Availability of bank loans and other Credit .788 4261 .000**
Technological Edge -.603 -3.266 .002**
Use of New Technology and Automation .533 2613 .011**
Maintaining High Quality of Product .066 .321 749
Commitment to Customer-Satisfaction 274 1.566 122
Competitive price of products / services .105 774 441
Good Relationships with Clients .099 499 .620
Open Economic Policy of Government -193  -1.059 293
Government Assistance / tax incentives -.069 -.429 .669
Political Stability and peaceful Environment -.624 -3.754 .000**

Dependent Variable: Turnover Growth
*Significant level at p<0.05 **Significant level at p<0.01
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DISCUSSION

There are several findings that have been found through this study. From the analysis,
good management of a company was found to be the utmost important factor that contributes to
the growth of construction companies. These factors are management related and it is in line with
previous studies (Hillebrant,1990; Abu Bakar,1993; Yusuf,1995) which found that good
management of companies were ranked as the main factors that contribute to the growth of
companies. The top ten most important factors contributing to growth of construction companies:
good company management; good cash flow management; sufficient knowledge and experience;
good team members; technical expertise; good site management; commitment to customer
satisfaction; availability of capital; availability of skilled workers; and good relations with clients.
These factors should be aptly given more attention by construction companies that aim to achieve
growth in their firms.

As been mentioned before, firm growth can be measured by several of indicators such as
profit, sales, market coverage, employment and many more other factors. However, this study
used two indicators, namely, number of permanent employees and annual turnover as the basis
for growth measurement. From the analysis, effective organization structure, use of new
technology and automation and commitment to customer satisfaction had a great correlation with
employment growth. The factor concerning use of new technology and automation was
considered to be the highest significant factor that influences employment growth. When turnover
growth is looked at, it was found that market specialization, good management of company,
availability of bank loans and other credit and use of new technology and automation are
significant factors towards turnover growth. The highest significant factor for turnover growth is
the availability of bank loans and other credit facilities. From these findings, it can be concluded
that factor regarding the use of new technology and automation, and, availability of bank loans
and other credit are the most significant factors that determine growth of construction companies.
In terms of availability of bank loans and other credit, this finding is in line with previous studies
(Storey, 1994; Haibo and Gerrit, 2009) where they had found that availability of financial resource
is the most significant factor influencing the growth of firms. Availability of bank loans and other
credit is crucial for the growth of a firm because it provides the organization with the required
financial slack, facilitates the necessary response to changing conditions and increases the
willingness of the firm to innovate and change (Zahra, 1991; Castrogiovianni, 1996).

The study also found that forming joint ventures was considered as an unimportant factor
for both aspects of employment growth as well as turnover growth. Although, forming joint
ventures was found to have a negative significance with a firm’s growth, it does not mean that
joint venture endeavors should be ignored because currently construction joint ventures are
becoming increasingly popular in order to achieve the objectives of the construction companies.

Based on these findings and from the literature review, it can be stated that the objectives
of this study have been successfully achieved. The first objective, which was to establish factors
determining growth of construction companies in Malaysia, had been discussed and resolved in
the literature review section; where as the second objective of finding out which factors play an
important role in determining growth, had been explained and adduced through the findings.

CONCLUSION AND RECOMMENDATIONS

Firm growth is an important indicator of a thriving economy. This study was conducted to
identify factors in determining the growth of construction companies. Good management of a
company was found to be the utmost important factor that contributes to the growth of
construction companies. This study had also successfully found the significant factors that
influence growth of construction companies, whether in terms of employment growth or turnover
growth. These factors can act as a basic guideline for construction companies in Malaysia that
have the aim to further develop and grow. Construction companies that achieve growth will
subsequently go on to contribute more actively towards the development of Malaysia’s economy
and social elements. According to Autio (2007), growing firms have long attracted the attention of
policy makers worldwide and high growth enterprises are seen as important contributors to
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employment, innovation, and competitiveness. However, it is not suggested that a firm will
automatically succeed or grow by addressing all these issues, but rather, it is almost certain that
a firm will have a more possible tendency to decline if these factors are ignored.

This result provides important implications for the construction companies. Companies
with growth ambitions should not only rely on a competitive strategy; they should also rationally
evaluate the overall capabilities of the firm. The results of this study can be utilized as a basis for
the top management of a firm to make a strategic choice in enabling the company to grow. Right
and appropriate decisions are crucial for construction companies to remain active and grow in
today’s challenging business environment. The limitation of the study is its relatively small sample
size as the main focus was on large sized construction companies under the G7 category. In
order to further test these conclusions, the scope of the study would need to be widened to other
categories. In future studies, data from other categories of contractors could be collected and with
the larger samples, more conclusive findings would be able to be established. Future research
should also concentrate on new areas such as the barriers or challenges to a firm’s growth.
These areas are important because when companies grow, there are a number of challenges that
must be faced and ultimately overcome. By using the findings from this and future studies,
construction companies, especially in Malaysia, would be able to progressively grow and emerge
as vital players within the industry, either locally, regionally or even at a global scale.
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Abstract:

In General, most firms have multiple objectives to sustain and success in their business. For the
short term, firms pay more attention to profit maximization. However for the long term, profit is no
longer a prime objective because one of the objectives which may dominate the management of
firm is growth. It is a change in assets, turnover, profits, number of employees and share price
during the process of organizational change. Growth does not take place automatically, but must
be planned strategically and implemented effectively by the organizations. The strategies for
growth are vital for companies’ success. Thus, the main objective of this paper is to establish
factors determining growth of construction companies in Malaysia. This paper starts of with
reviewing past literature on growth of firm and attempt to establish a new area that need further
investigation. Study focuses on the growth factors that responsible for the growth of construction
companies in Malaysia.

Keywords: Construction Companies, Growth, Strategies, Malaysia

INTRODUCTION

The construction industry is a dynamic in nature. Its environment has become more
dynamic due to the increasing uncertainties in technology, budgets, and development
process (Chan & Chan, 2004). According to Sanvido et. al (1992) a building project is
completed as a result of a combination of many events and interactions, planned or
unplanned, over the life of a facility, with changing participants and process in a

constantly changing environment.

Change is a continuous process; as such, the firm must be in position to respond

continuously to changing environmental conditions. Not all firms are equally able to
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Abstract:

The project manager’s responsibilities are to plan and control the company resources efficiently
and complete the project on schedule, within costs and within specified quality towards project
successful. However, many reports show otherwise. Studies on this issue are pointing toward the
poor understanding of a good practice as a basic problem of failures in the project management.
The objective of this paper is to study good practice of project management tools and technique
that applied by project managers in construction project. This paper also measures how these
tools and techniques were applied in construction projects. This is a case study approach and
was carried out in Medan, Indonesia. Three large projects in Medan were taken as the case
studies including RSU Pirngadi, Plaza Medan Fair and Redevelopment Pasar Petisah. The data
obtained from project reports, questionnaires and interview with the project managers of the
relevant projects. The variables were then separated into two classifications that could be defined
as success and failure. The findings of the research found that a good project management
practices produces a high project performance.

Keywords: Project Management, Project Manager, Construction Industry, Performance, Medan,
Indonesia

INTRODUCTION
There are some companies that have built reputations for being able to consistently
manage projects effectively (Gay & Layson, 2003). However, the vast majority of
organization has a more spotty reputation. These are some characteristics that can be
used to point out the need of project management:
= Project completed late, over budget, or not meeting the functionality
requirements of client.
= Weak standard process and techniques used inconsistently by project managers
*  Project management is reactive and not seen as providing value
= The time required to manage projects proactively is not built into the work plan,
since it is considered ‘overhead’
» Projects are successful in spite of a lack of planning and project management,

through heavy stress and overtime work throughout the life cycle
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Abstract:

The project manager’s responsibilities are to plan and control the company resources efficiently
and complete the project on schedule, within costs and within specified quality towards project
successful. However, many reports show otherwise. Studies on this issue are pointing toward the
poor understanding of a good practice as a basic problem of failures in the project management.
The objective of this paper is to study good practice of project management tools and technique
that applied by project managers in construction project. This paper also measures how these
tools and techniques were applied in construction projects. This is a case study approach and
was carried out in Medan, Indonesia. Three large projects in Medan were taken as the case
studies including Hospital Pirngadi, Plaza Medan Fair and Redevelopment Pasar Petisah. The
data obtained from project reports, questionnaires and interview with the project managers of the
relevant projects. The variables were then separated into two classifications that could be defined
as success and failure. The findings of the research found that a good project management
practices produces a high project performance.
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Introduction

There are some companies that have built reputations for being able to consistently manage
projects effectively (Gay & Layson, 2003). However, the vast majority of organization has a more
spotty reputation. These are some characteristics that can be used to point out the need of
project management:
» Project completed late, over budget, or not meeting the functionality requirements of
client.
=  Weak standard process and techniques used inconsistently by project managers
= Project management is reactive and not seen as providing value
= The time required to manage projects proactively is not built into the work plan, since it is
considered ‘overhead’
= Projects are successful in spite of a lack of planning and project management, through
heavy stress and overtime work throughout the life cycle

Effective project management techniques are important to ensure successful project
performance. A poor strategy or incorrect budget or schedule forecasting can easily turn an
expected profit into loss. This is especially true for the construction industry where projects have
relatively short life cycle and the project activities are non-repetitive with rather complex
interrelationships, so that there is little opportunity to improve a wrong strategy.

The most common constraints in the construction industry in developing countries is the over
supply of unskilled labor restricted supply of management manpower. According to Abu Bakar
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Abstract:

Strategic Management is a process which is formalizing, long-term planning, and implementing about an
organization future goal definition and achievement. This process is vital to every organization’s survival
because it is the process, by which the organization adapts to its ever-changing environment, and the process is
applicable to all management levels and all type of organizations. The objective of this paper is to identify
strategic management practices by the construction companies in Medan, Indonesia and to relate to their
performance. The respondents for this research were those at the managerial level from large construction
companies listed in Bl classification in Medan, Indonesia. About 28 companies responded to the survey from a
total of 29 questionnaire sent earlier. The findings of the research found that the construction companies that
utilize strategic management have better performance as compared to the construction companies that do not.
Study also found that high percentage of large construction companies in Medan had implemented strategic
management practice in their organization.

Keywords: Construction Companies, Construction Industry, Medan, Indonesia, Performance, Strategic
Management.

Introduction

The construction industry plays an important role in any country’s development process and economic growth,
in particularly the developing countries. Indonesia, as a third world country and one of developing countries in
Asia, is developing its physical structure. The economic potential invites investors and construction companies
from other countries into Indonesia. For instance in Medan, the 3" large city in Indonesia, the number of
projects that were listed in the Agenda of Development Capital Governance (DIP) and the growth of its city
development are increasing (LPJK, 2004).

Construction companies are very sensitive to its environment, such as economic condition, political issues,
material available, and many others. Its activities characterized by project oriented activities. The terms of
project will lead to a group of inter-linked activities to undertake a unique scope of work, of given specification,
within constraints of cost and time, and requiring a central intelligence to direct it (Nunnally, 2001).

In practice, many large construction companies use strategic planning to improve their chance of success.
However, strategic management is not solely for larger firms. According to Stahl and Grigsby (1992), strategic
decision making is not the exclusive domain of large companies. It is an important activity for all sizes and type
of organizations. Numerous studies have been carried out on strategic management in construction field. This
included recent studies by Chinowsky et. al. (2000), Dikmen and Birgonul (2003), and Price et. al. (2003).
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Abstract:

Strategic Management is a process which is formalizing, long-term planning, and
implementing about an organization future goal definition and achievement. This process is
vital to every organization’s survival because it is the process, by which the organization
adapts fo its ever-changing environment, and the process is applicable to all management
levels and all type of organizations. The objective of this paper is to identify strategic
management practices by the consfruction companies in Medan, Indonesia and to relate
fo their performance. The respondents for this research were those at the managerial level
from large constfruction companies listed in B1 classification in Medan, Indonesia. About 28
companies responded fo the survey from a total of 29 questionnaire sent earlier. The findings
of the research found that the consfruction companies that ufilize strategic management
have better performance as compared to the construction companies that do not. Study
also found that high percentage of large construction companies in Medan had
implemented strategic management practice in their organization.

Keywords: Construction Companies, Construction Industry, Medan, Indonesia,

Performance, Strategic Management.

Introduction

The construction industry plays an important role in any country's development process and
economic growth, in particularly the developing countries. Indonesia, as a third world
country and one of developing countries in Asia, is developing its physical structure. The
economic potential invites investors and construction companies from other countries into
~Indonesia. For instance in Medan, the 3 large city-in-Indonesia, the number of projects that
were listed in the Agenda of Development Capital Governance (DIP) and the growth of its

city development are increasing (LPJK, 2004).

Construction companies are very sensitive to its environment, such as economic condition,

political issues, material available, and many others. Its activities characterized by project
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To Whom It May Concern

Dear Sir/ Madam,

SURVEY ON FACTORS CONTRIBUTING TO FIRM GROWTH FOR
MALAYSIAN CONSTRUCTION COMPANIES

With reference to the above matter, I, Dr. Abu Hassan Abu Bakar from School of
Housing, Building and Planning, USM would like to conduct a thorough study that

focuses on firm growth in the local construction industry.

The main objective of this study is to establish factors determining growth of
construction companies in Malaysia and to identify which factors play important role in

determining growth.
Therefore, I would be pleased if you could spare your time to fill the questionnaire
attached for the purpose of this research. All information and resources used throughout

the survey will remain confidential and will be used for academic purposes only.

Thank you for your kind attention.

Yours sincerel¥

Universiti Sains Malaysia.



FACTORS CONTRIBUTING TO FIRM GROWTH FOR
MALAYSIAN CONSTRUCTION COMPANIES

Remarks: All data and information are strictly confidential and will only be used for academic

purpose.

PART 1: RESPONDENT’S PROFILE

1. Job Position

Project Manager

2. Education Level

Managing Director/CEO

High School

Diploma

Master

Doctorate

3. Experience in the construction industry

Less than 5 years

6-10 years

16-20 years

4. Working experience in current firm

Less than 5 years

6-10 years

16-20 years

PART 2: FIRM PROFILE

5. Status Ownership

Sole Ownership

Partnership

Public

General Manager
Engineer/Quantity Surveyor

Bachelor

21-25 years

21-25 years

6. What is your firms’ category at the start of the firm’s operation?

Gl
G5

7. Age of the Firm

Less than 5 years

21-30 years

8. Specialisation
General
Mechanical

Others......

11-15 years
More than 25 years

11-15 years
More than 25 years

Manager
Others: .......c.coenennn.

Private Limited I:l Cooperation/Consortium

G2 G3 G4
Go6 G7 Other:o.coovvvviiinennn..
5-10 years 11-15 years 16-20 years
31-40 years 41-50 years More than 51 years
Electrical Road and Bridge
Landscaping Others, please specify..........cooveviiiinin.n.

9. Construction projects which your company involved currently and in past.
Both (Government & Private)

Government

Private

10. Value of Work Done Annually for the past ten years

Less than RM5 million
RM21-RM30 million

RM5-RM10 million
RM31-RM40 million

RM11-RM20 million
More than RM41 million



12. Annual Net Profit Estimation

Less than RM1 million

RM11-RM15 million

More than RM30 million

RM1-RMS5 million

RM16-RM20 million

RM6-RM 10 million
RM21-RM30 million

13. What are the numbers of permanent employees at the start of your firm’s operation?

Less than 10

50-100

Between 10-25 [ 2650

Above 100, please specify......

14. What are the current numbers of permanent employees in your firm’s operation?

Less than 10

50-100

Between 10-25 [ ] 2650

Above 100, please specify......

15. What is your company’s turnover at the start of your firm’s operation?

Less than RM1 million

RM11-RM15 million

16. What is your company’s turnover at the current of your firm’s operation?

Less than RM1 million

RM11-RM15 million

RM1-RM5 million

RM16-RM20 million

RMI1-RMS5 million

RM16-RM20 million

17. What is your company’s market position at the start of operation?

Local

Regional

National

International

18. What is your company’s current market position?

Local

Regional

National

International

PART 4: FIRM GROWTH

19. Do you state the objective of growth as your firm’s primary objective?

Yes

No

20. Do you consider the current business situation of your company as:

Excellence

Unsatisfactory

Satisfactory

RM6-RM 10 million
>20 million, please specify

RM6-RM10 million
>20 million, please specify

Unsure

Moderate




Strongly Agree Agree Disagree

Strong disagree

22. Do you agree that identifying firm growth factors are important for a firm to succeed/grow?

Strongly Agree Agree Disagree

Strong disagree

23. Below are number of factors that can contribute to firm growth. From your experience, please express your
opinion on how important each factor can be on influencing firm growth. (Please tick the appropriate box).

Where: 1 = Not important 2 = Less important 3 = Moderately Important 4 = Important
5 = Very important

1) Sufficient knowledge and experience
2) Market specialization
3) Diversify expertise
4) Availability of skilled workers
5) Technical expertise
6) Good team members
7) Forming Joint venture
8) Good management of company
9) Internal efficiency
10) Good cash flow management
11) Effective organization structure
12) Good site management
13) Focus on job safety and security
14) Upgrading and educating members
15) Active in innovation
16) Active in research and development
17) Availability of capital
18) Availability of bank loans & other credit
19) Technological edge
20) Use of new technology and automation
21) Maintaining high quality of products
22) Commitment to customer satisfaction
23) Competitive prices of products/services
24) Good relations with clients

—25) Open economic policy of government
26) Government assistance / tax incentives
27) Political stability & peaceful environment
28) Others, please specify

g | | | ]




PART 5: GROWTH PATH

24. Please tick the best paths that your company has chosen toward firm growth depending on the categories below
which are market coverage, number of permanent employees and company’s turn over. Please tick only one factor

per range of years depending on the age of your company.

Market Coverage

Year 11to 15

Local

Regional

Year 1 to 5 Year 6 to 10
Local Local
Regional Regional
National National

National

International

International

International

Year 16 to 20

Year 21 to 25

> Year 26

Local

Regional

National

Local Local
Regional Regional
National National
International International

International

No. of Permanent Employees
Year1to5

Year 6 to 10

Year 11to 15

Less than 10

Less than 10

Less than 10

Between 10-25

Between 10-25

Between 10-25

Between 26-50

Between 26-50

Between 26-50

Between 50-100

Between 50-100

Between 50-100

Above 100 Above 100 Above 100
Year 16 to 20 Year 21 to 25 > Year 26
Less than 10 Less than 10 Less than 10

Between 10-25

Between 10-25

Between 10-25

Between 26-50

Between 26-50

Between 26-50

Between 50-100

Between 50-100

Between 50-100

Above 100 Above 100 Above 100
Company’s Turn Over
Year 1to 5 Year 6 to 10 Year 11to 15
< RMImillion (m) < RM million (m) < RM Imillion (m)
RMI1m-RMSm RMIm-RM5m RMIm-RM5m
RM6m-RM10m RM6m-RM10m RM6m-RM10m

RMI1m-RM15m

RMI11m-RM15m

RM11Im-RM15m

RM16m-RM20m

RM16m-RM20m

RM16m-RM20m

>RM 20m >RM 20m >RM 20m

Year 16 to 20 Year 21 to 25 > Year 26

< RMImillion (m) < RM Imillion (m) < RMImillion (m)

RMIm-RM5m RMIm-RM35m RMIm-RM35m

RM6m-RM10m RM6m-RM10m RM6m-RM10m

RMI11Im-RMI15m RM1Im-RM15m RMI11m-RM15m
= RM16m-RM20m RM16m-RM20m RM16m-RM20m

> RM 20m >RM 20m >RM 20m

-Thank you for your support and cooperation-







