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Strategies for Gaining a Competitive Edge: A Look into the South African Sawmilling Industry
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1. INTRODUCTION
1.1. Competitiveness and competitive advantages

The competitiveness of the sawmill sector has been described as dependent on the efficient operation of
timber supply alongside operational performance. This implies competitively priced, uninterrupted, and
consistent flows of raw materials from forests [1]. Kovacic [2] mentioned that competitiveness is a dynamic
process of obtaining resources and assets, turning them into ownership advantages, and managing them by
using a plan to establish a stronger competitive position. Kovaci¢ added that it might be considered
competitive if a company could generate goods and services of a higher calibre while spending less than its
rivals, and that it could achieve a competitive advantage by acquiring novel skills, expertise, and
capacities. A corporation could gain an advantage over its competitors if its R&D, marketing, and
manufacturing departments communicated well with one another and used effective data systems. To
acquire a competitive advantage, manufacturing enterprises need to have procedures in place for sharing
expertise with collaborators and learning about new offerings from competitors [3]. A firm’s
competitiveness is affected by many government decisions about amenities, academic and research
facilities, and regulations; yet the government frequently lacks knowledge of the unique requirements of
different clusters [4]. Manufacturing companies gain a competitive edge by promoting technical innovation
that is based on research findings, by aggressively seeking out novel products or service concepts, and by
embracing innovation in programme administration [3].
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1.2. Strategies

Companies must establish and uphold a high degree of harmony between their strategy, execution,
processes, and outcomes to survive the difficulties of today’s market and competition [5]. Manufacturing
businesses must constantly adjust to changing demands for affordability, quality, speed, and adaptability.

Understanding the organisation’s and its strategies’ strengths and levels of success, and how to increase
the strategies’ efficacy and to adapt to changing conditions, are all critical components of strategic
management [6]. A strategy, by its very nature, is an intention that expresses the goals and paths that an
organisation wishes to take; and so, when examining strategies, it is critical to remember that the intended
objective of one strategy may not be the one that is adopted for a variety of reasons [7]. It mobilises
individuals through objectives and decisions, and is frequently associated with tangible prizes for reaching
targets or with penalties for not meeting them. In addition, it has to contain flexible parts that can monitor
the external environment, evaluate it, and determine when changes are required to guarantee
improvement and continuity [8].

Michael Porter created generic strategies to reflect the multiple strategic perspectives in a sector, including
cost leadership, differentiation, and focus. At the most basic and comprehensive level, generic strategies
are still helpful in characterising strategic situations [9]. The low-cost strategy involves providing clients
with value that is equivalent to other items at a reduced cost. Firms that follow this strategy can cut prices
to compete with those of their most successful rivals while still making higher profits and yielding high
returns.

To implement the differentiation strategy and to charge higher-than-average costs, the company must
either develop a product or offer exceptional service. The need for a product made in a particular firm is
price inelastic owing to brand loyalty, which results in better profit margins.

A focus strategy is when a business outperforms its more general rivals by catering to a niche market in a
specific geographic area, a particular type of customer base, or a limited product offering. This approach,
however, calls for either distinction or low cost, or for both [9],[10].

Rehman’s [3] findings showed that a differentiation strategy gives manufacturing companies a competitive
edge by helping them to realise many possibilities for innovation. Differentiation results from the selection
of operations carried out in the firm and their execution. Thus, those operations are fundamental building
blocks of competitive advantage [9].

Makkonen [1] mentioned that the wood products industry uses customer focus as a strategic method to
identify restructuring options and to achieve long-term competitive advantage. A business will succeed
over its competitors if it can establish and hold onto a unique edge. It needs to bring greater value to
customers, offer the same value at a lower cost, or do both simultaneously [9]. Irrespective of how good
an organisation’s strategy is, it will have little impact if it cannot master the operational fundamentals [8].

1.3. Strategic moves performed by firms

Porter [11] says that there are several ways to help a business to realign its strategy. Knowing what decisions
are significant is a prerequisite for making wise choices [12]. Rogers and Blenko [12] highlighted that the
first is a thorough examination of its current capabilities. Most reputable businesses have a fundamental
element of originality. It is determined by providing answers to inquiries such as the ones below:

e  Which of our goods or services offerings is unique?

e  Which of our company’s services or goods offerings is the most lucrative?

e  Which of our clients is the happiest?

e  Which clients, sales events, or distribution routes yield the highest profits?

e  Which of the components of the value chain’s operations is both unique and the most productive?

Papulova and Papulova [6] highlighted that strategy directs a firm to endure, expand, and turn a profit in
the long term. The primary factors concerned with business strategy over an extended period are [6]:

e The growth and diversification of customers;
e The recognition of suitable market niches in which there is no competition;
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e The assessment of what consumers want and the most effective ways of meeting them;

e The use of technology and its potential advancement or replacement;

e An understanding of rivals and strategies to avoid direct competition; and

e The drive of individuals to focus their attention and energy on the organisation’s strategic goals.

The following were some guidelines for developing and putting into practice a winning regional strategy
that Porter et al. [13] covered in their more extensive research of regional competitiveness in the United
States:

e An agreed-upon economic goal and strategy for the area helps to mobilise support and to direct
efforts.

e If economic growth is to be maintained throughout the years, robust public and private leadership
with backing from the private sector is required.

e A critical initial phase in implementing a regional plan is to have a solid database and to conduct
a thorough strategic assessment.

e Prosperous economic growth leverages its advantages instead of trying to imitate the practices
followed by other regions.

e The main areas for engagement and the advantages and disadvantages of a plan for economic
growth must be determined.

¢ When involving private companies in matters in which they would see value and for which they
would assume responsibility, a cluster-based strategy is crucial.

e To tackle problems that affect competitiveness, economic growth entities must collaborate
broadly with their constituency and with entities.

Competitive advantage and its long-term viability largely depend on the strategic alignment of numerous
operations [9]. Analysing the existing culture is an excellent first step in developing a new one, much like
when creating a new strategy [8]. Regarding strategy and firm culture, Williams and Lebsock [8] have made
the following vital points about how culture affects business success:

e A strong culture produces positive organisational outcomes when it aligns with the strategy and is
led by example.

e A forward-thinking approach and culture are necessary for choosing or training future leaders.

e Learning becomes increasingly significant in an uncertain and dynamic atmosphere, and requires
organisations to be more adaptable.

e  When a solid culture and the strategy diverge, it may become a severe problem.
1.4. The sawmill industry

Over the past ten years the sawmilling industry in South Africa has stayed relatively stable; but over the
previous twenty to thirty years it has grown very little [14]. Heyl et al. [14] argued that the market could
increase significantly if more sawlogs were accessible. It is well known that the single most significant
expense for the producers of wood products is wood as a raw material [15]. A sawmill with excellent control
over incoming sawlogs will always have an advantage over its rivals, since it can manufacture and market
its goods more efficiently [16]. Maintaining a competitive edge is one of the fundamental requirements for
surviving in the competitive global market [17]. In the past, the sawmilling industry’s competitive strategy
has mainly focused on staying up to date with technological advancements and mill output[16]. In their
study, Valimaki et al. [18] indicated that investments in research and development, the creation of new
goods and procedures, and the quantity of new patent applications were the most significant indicators of
competitiveness in the sawmill industry.

2.  JUSTIFICATION OF THE STUDY

Firm-level strategy choices and using internal resources and competencies were shown to be the main
contributors to driving competitiveness [19]. Different studies have been conducted to try to understand
the factors that lead to the competitiveness of firms in different industries in different countries. Such
studies have looked at sawmilling industries outside South Africa [1], [20], [21], [22] and in South Africa
[23]. The results of these studies have been instrumental in understanding the competitive advantages used
by sawmills and the factors that lead to competitiveness. Niemela and Smith [24] undertook a global
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analysis of sawmills’ competitive strategies, examining nations such as Finland, the United States, and
Canada. They highlighted that, because the raw material (wood resource) is a natural product and therefore
not homogeneous, and because the production process yields a wide range of finished products that suit
numerous markets, it is particularly difficult to focus on a single competitive strategy type in the sawmill
business.

This study expands on the previous studies by focusing on the primary data collected in South African
sawmill companies. Thus, this study aims to gather the views of individuals working in the sawmill industry
in South Africa on sawmill strategy and competitive advantages. The specific objectives of the study were:

e Toreview the literature on the strategies for firms to gain a competitive advantage.

e To gather the opinions of management-level personnel in the South African sawmilling industry.
e To identify what makes South African sawmills competitive.

e To evaluate the current strategies used in sawmills.

3. METHODOLOGY

An online survey form was sent to individuals working at different senior-level positions in structural
sawmills in South Africa. A survey was chosen as the best way to gather a range of opinions from people in
the industry. A growing number of research studies use surveys to collect and examine the views of various
subject groups at particular times [25].

A survey with multiple-choice questions was used for this study. The population of the survey was structural
sawmills in South Africa. The survey link was sent to 73 people working at different sawmills. The survey
host site showed that 47 people opened the link, 23 started the survey, and 19 people responded fully to
all the questions. The responses could be deemed sufficient, as there are only a few structural sawmills in
South Africa. The data was collected and analysed using Excel to visualise the responses graphically.

4., RESULTS
4.1. Sawmill profiling

The sawmill industry in South Africa comprises privately owned and public companies with sawmills of
different production capacities that are structured differently, as demonstrated by Figures 1 to 3. The
survey participants were asked to categorise their sawmill operations according to the size of the
operations. Of the respondents, 59% categorised their sawmill operations as ‘significant’, 36% chose
‘medium’, and 5% chose ‘small’. Regarding the sawmill classification, 17 per cent of the respondents were
from private (family-owned) businesses, 61 per cent were from private enterprises, and 13 per cent were
from public enterprises. Nine per cent of the respondents opted not to answer. Regarding company
structure, 77 per cent of the participants said that their company had multiple sawmills, while 23 per cent
of them said that their sawmills had a single mill. The data correspond to what is expected when looking
at the composition of the sawmill industry in South Africa.

How would you categorise your sawmill operations
in respect of size of operations?

Large
4 59%

Medium
4 36%

Small
= 5%

0% 10%  20%  30%  40% 50%  60%  70%
Response percentage

Figure 1: Chart showing operations size for different sawmills
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Which of these categories does the sawmill fall under?

None of the above

Public enterprise
d 13%

Private enterprise
1 61%

Private (Family-owned)
— 17%

0% 10% 20% 30% 40% 50% 60% 70%

Response percentage

Figure 2: Chart showing sawmill ownership in South Africa

Describe your company structure

Multiple sawmills
i 77%

Single sawmill in the company
bd  23%

0% 20%  40% 60% 80%  100%
Response percentage

Figure 3: Chart showing the structure of companies owning sawmills

4.2. Strategies used in sawmills

Which of these do you use to build a competitive advantage?

Specialisation (Provide products narrowly

tailored to a focused market) hed  19%

Differentiation (Provide products that are
superior in quality, service, or features)

Cost (Provide products at the lowest
price) b 14%

0% 20% 40% 60%
Response percentage

4 67%

80%

The literature highlighted that a firm’s strategy can be categorised as specialisation, differentiation, or
cost. The respondents were asked to describe their sawmill’s strategy to build a competitive advantage,
choosing specialisation, differentiation, or cost. Figure 4 shows that 67% of the respondents said that they
used differentiation (offering products that are higher in quality, service, or features), 19% used
specialisation (offering products that are narrowly tailored to a focused market), and 14 % used cost
(offering products at the lowest price). The results showed that most sawmills valued product
differentiation in their sawmills and saw that as a way to build competitive advantage. Only a tiny
percentage chose cost as a strategy for acquiring a competitive advantage.

Figure 4: Chart showing the strategic approaches used by sawmills to build competitive advantage
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4.3. Competitive advantages used in sawmills

The survey’s participants were asked first to pick any five competitive advantages that currently made
their sawmills competitive over other mills. The participants were given a choice of five, as it was
understood that different competitive advantages would be involved in sawmilling operations. Figure 5
shows that the available wood resource was ranked first as the aspect that gives the sawmills their
competitive advantage. According to the respondents, sawmill capacity, product differentiation, mill
strategy, brand, and reputation were the other competitive advantages that were picked the most. The
increase in sawmill capacity would enable sawmills to process more logs, subject to the availability of wood
resources.

What currently makes your sawmill competitive over other
mills? (Pick any 5 of these competitive advantages)

Unique production methods le——d 4
Market condition led 4
Research and development |led 3
Product differentiation & d 11
Technological advancement & d 6
Employment and employees & d 8
Networks and partnerships & d 7
Available wood resource | d 13
Supply chain  be—d 3
Innovation | d 7
The level of investments bed 3
Mill strategy & d 10
Sawmill capacity . d 12
Brand and reputation | d 9

0 2 4 6 8 10 12 14
Number of choices

Figure 5: Chart showing factors that make the sawmills competitive over other sawmills

The competitive advantages rated the lowest were research and development, supply chain, and the level
of investment in respect of what currently makes their sawmill competitive. The competitive advantage
that was not selected was the firm’s patents. The participants were then asked to pick five competitive
advantages to sustain their sawmill’s competitiveness. Figure 6 shows that the available wood resource was
ranked first, followed by a better supply chain, improved market conditions, and brand and reputation.
Technological advancement, Investments, and improved sawmill strategy were tied as the third options.
The least often picked aspect was government intervention, followed by research and development. The
competitive advantages not selected were revised policies and industry standards and firm patents.

4.4, Determinants of national advantage

Recognising that sawmills operate in an environment in which several external influences have an impact
on the sawmill’s competitiveness, the participants were asked which of Porter’s determinants (firm’s
strategy, factor conditions, demand conditions, related and supporting industries, government, chance)
had a greater influence on the sawmill's competitiveness. Figure 7 shows that the participants said that
firm strategy had a greater influence on sawmills’ competitiveness, followed by a tie between demand and
factor conditions. External influences were ranked above government and related and supporting
industries. The influence of government was deemed last.
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What would make your sawmill sustain its competitiveness?
(Pick any 5 of these competitive advantages)

Brand and reputation & d
Unique production methods |lesssd
Improved market conditions & d

More research and development |besssd

Less government influence |losd
Government intervention jud

Product differentiation |jesssd
Technological advancement |

Employment and employees L d

Collaborations with others in the... . . |

Available wood resource & . . . - d

Better supply chain & . . . |
Innovation | lessd

Investments . . . —

Improved sawmill strategy & . . . |

Increased sawmill capacity & . . |

0 2 4 6 8 10 12
Number of choices

Figure 6: Chart showing the factors that will sustain the competitiveness of sawmills

Which of the following has more influence on the sawmill's
competitiveness?

Firm strategy (Planning, Investments) _ 16
External influences and unexpected 14
opportunities _
Government (Policies, Regulations) ﬁ 6
Related industries (Suppliers, Research 10
Institutions, Downstream processes) _

Demand conditions (Demand size, — — 15
Customer base, Service level) _
Factor conditions (Labor, Capital, — — 15

Company culture, Natural resources ) _

0 2 4 6 8 10 12 14 16 18
Responses

Figure 7: Chart showing factors that have a greater influence on the sawmill’s competitiveness
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5.  DISCUSSION

The sawmilling industry specialises in the processing of logs into different lumber products. The survey
highlighted how securing a constant supply of logs is vital to ensuring a competitive advantage in the sawmill
industry. This corresponds with a study by Porter [11], who highlighted that fundamental factors such as
inexpensive labour and quick access to raw materials are the primary sources of competitive advantage
during the initial factor-driven period of economic development.

Sawmill capacity, product differentiation, mill strategy, and brand and reputation were some of the
competitive advantages that the study’s participants ranked highly in respect of what makes their sawmills
competitive over others in South Africa. In a study describing the tactics used by Swedish sawmilling
companies, Nashr [7] found that the companies all displayed similar patterns of securing a supply of wood,
internationalising and market focus, maintaining current technology, developing lean innovation and
technological capabilities to promote the optimal uses of wood material, emphasising the development of
internal human resources, and carrying out ethical duties within the bounds of long-term ecology, economy,
and social sustainability for competitive advantage.

Concerning which competitive advantages would sustain the competitiveness of their sawmills, participants
in the South African sawmill industry indicated that available wood resources, a better supply chain,
improved market conditions, brand and reputation, technological advancement, Investments, and improved
sawmill strategy were the competitive advantages that would ensure the competitiveness of their sawmills.
In the study of Swedish sawmilling companies, Nashr [7] concluded that the technological manufacturing
method, ownership, raw materials, location in distribution and manufacturing, and social standards all
contributed to a long-term competitive advantage. Rusko [26] noted that a plentiful supply of raw
materials, inventiveness in production techniques, deep-water harbours for export purposes, and
cooperative marketing through marketing associations were among the factors contributing to the Finnish
forest industry’s success in foreign markets.

In this study, the respondents chose a firm strategy, factor conditions, and demand conditions as the factors
that most affected the competitiveness of sawmilling firms in South Africa. In respect of demand conditions,
Kovacic [2] mentioned that customers’ demands could encourage businesses to develop innovative products
and manufacturing technologies, expand their resources, and boost organisational effectiveness.
Smallbone’s [27] study found that product innovation was not consistently associated with high-growth
organisations, even though the managers of high-growth firms were substantially more likely than those of
other firms to have goods that they considered in some sense innovative.

Most sawmills in South Africa use differentiation as a strategy to build a competitive advantage. Cost as a
strategy was selected as the least used strategy. This is probably because strategies that focus primarily
on low prices tend to lose out on sales to clients who are particular about the features or the quality of the
service they receive [11]. Tshavhungwe and Grobbelaar [11] also noted that differentiators lose revenue
from price-conscious consumers. Smallbone’s [27] study found that businesses with significant growth
emerged from industries with divergent prospects for expansion and company development.

Although a single strategy is sometimes linked to success, their [27] study’s top-performing companies were
significantly engaged in controlling their markets and products across various dimensions. The evidence
suggests that hybrid strategy pairings outperform narrow strategies [10]. Rehman [3] found that a
differentiation approach strengthens the relationship between innovation and competitive advantage, and
showed that developing a company strategy is essential to gaining an advantage over rivals. A strategy
helps individuals to understand the company’s objectives, and provides an organised framework for
achieving those objectives [8].

In an analysis of sawmill industries in Finland and Sweden, Hietala [19] revealed that a focus on market
value-added manufacturing, consumer relationships, and innovation are critical strategies. Value-adding
tactics could provide a long-lasting competitive advantage if the value contributed is difficult for rivals to
copy [19] . In practically any industry, a firm’s capacity for innovation is often seen as a way to attain a
long-term competitive edge. A competitive advantage and its longevity depend critically on numerous
activities having a strategic fit. This is because competitors find it more difficult to match a variety of
interconnected operations than simply copying a specific selling strategy, manufacturing technology, or set
of product attributes [9].
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A company’s future depends more on its potential than on its performance alone [2]. Leaders need to
understand the results that their culture generates and whether or not it conforms to the present and the
projected market and commercial environments [8]. As noted from the discussion, the availability of wood
resources plays a crucial role in sawmilling. Therefore, sawmills must secure a supply of logs or find
effective ways to recover as much as possible from the logs that they process. Esty and Porter [28] pointed
to numerous approaches that enhance resource productivity by identifying and removing waste, thereby
reducing the costs associated with manufacturing.

6. CONCLUSION

The use of a survey was significant in ensuring that we obtained an understanding of the competitive
advantages that are valued in the South African sawmill industry. The study’s results correspond with those
of other studies of competitive advantages and competitiveness. Although each sawmill will have its own
operational strategy, the study showed that most sawmills use differentiation as a strategy, and that the
brand and reputation of the company or sawmill were regarded as one of the top-ranked competitive
advantages.

Interestingly, the role of government as a factor affecting competitiveness and as a competitive advantage
to sustain sawmill competitiveness was rated the lowest, while the available wood resource was ranked
high. However, it could be argued that the government plays a crucial role in ensuring that the country’s
strategy favours the afforestation of land for commercial forestry, which would positively align with
individual companies’ strategy to secure logs long term. The results also indicated that the survey’s
participants chose competitive advantages that were central to their firm’s characteristics or operations
as those that bring them competitiveness. Aspects outside the sawmills’ operations and characteristics,
such as research and development, government, and supply chain, were regarded less. This was also the
case with the factors affecting competitiveness, in which related and supporting industries and government
were rated lowest.

The study showed similarities in the strategies used by sawmills in South Africa. However, it would be
essential to look at ways to ensure that sawmills are not just better than other local sawmills, but are also
more competitive globally. Future studies could be expanded to include sawmills around the globe in order
to guide the development of better strategies for them and for the South African sawmill industry.

7. LIMITATIONS OF THE STUDY

There are relatively few formal structural sawmills in South Africa, which were our target population for
the survey. This contributed to the relatively low response rate for the survey. There was an expectation
that not all the individuals who received the survey link would participate in it. There is limited research
on the South African sawmill industry’s competitiveness and competitive strategy - hence the narrow
literature review being based on South Africa.
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