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Abstract

This study aims to define the emerging concept of firm-level business transformation from the perspective of
British Columbia-based forest sector executives, and to investigate its drivers, enablers, and barriers. The ten
executives interviewed for the study generally defined transformation as the execution of different business
strategies with the purpose of delivering significant performance improvement to the firm. Both strategic and
operational changes could be considered transformational, depending on their impact over time. However, the
executives stressed that operational efficiency should be used in combination with one of six other strategies,
such as diversification of the product mix, entry into the bio-economy, sustained growth, market diversification,
diversification of the geographic base of operations or adoption of a customer-driven focus. Transformational
changes were initiated both to respond to market challenges, such as volatility and competition, and to take
advantage of emerging opportunities. Several factors could serve as either enablers of or barriers to change:
access to financial resources (or lack thereof), leadership, managers’ and employees’ attitudes toward change,
and government policy. The risks associated with large capital outlays could be mitigated through benchmarking,
collaboration, and careful timing. Drawing upon the scholarly business management, applied business
management, and forest products business literatures, this study provides new insight into the emerging concept

of business transformation.
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1. Introduction

The competitiveness and financial health of Northern
Hemisphere forest sector producers have been under
pressure in recent years due to changes in their busi-
ness environment. Pulp and paper manufacturers have
been hit by a dual challenge of declining demand for
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printing and writing grades of paper and increasing
competition from new mills in emerging producing
regions (Bogdanski 2014; Jonsson 2011; Hetemaki &
Hurmekoski 2016; Zhang, Toppinen, & Uusivuori 2014).
For solid wood manufacturers, an unprecedented hous-
ing downturn in the United States in 2008 and the sub-
sequent global financial crisis led to a major drop in
demand followed by a decade-long recovery in wood
products markets, particularly in North America (Hansen
2014; Panwar, Vlosky, & Hansen 2012). Other changes,
such as shifting currency exchange rates, international
trade regulations and changing climatic conditions, are
ongoing and also impact the competitiveness of one
country vis-a-vis another.

This analysis focuses on forest sector firms that op-
erate in British Columbia (BC). British Columbian mills
produce about half of Canada’s softwood lumber and
roughly one quarter of Canada’s pulp and paper prod-
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ucts by value (Statistics Canada 2018). Historically, the
BC forest sector has provided a significant number of
jobs for forest-dependent communities (MFLNRO 2009).
BC has therefore been affected by the forces of change
impacting the rest of the continent. For example, as over
half of BC's softwood lumber production is exported to
the United States (US), the long downturn in US hous-
ing wood products markets resulted in greatly reduced
demand for BC forest products (BC Lumber Trade Council
2017). Closer to home, a mountain pine beetle outbreak
has infected an area of 18.3 million ha - roughly half
the size of Germany - resulting in an approximate 16%
reduction of the province’s merchantable timber supply
and multiple mill closures in the most heavily impacted
communities (Government of British Columbia 2015).
The combined impacts of recent shifts in the business
environment have uncovered an urgency to initiate
transformative change in BC forest sector firms.

Multiple stakeholders within the Canadian forest sec-
tor recognize the competitive pressures caused by chang-
ing business environments and the need to find new
ways to adapt to this change (Natural Resources Canada
2014; Palma, Bull, Goodison, & Northway 2010). Over
the past decade, the term transformation has emerged
as an all-inclusive phrase to describe the broad-ranging
changes that may be required to improve industry profit-
ability. For example, starting in 2009, Canadian federal
government programs such as the “Pulp and Paper Green
Transformation Program” and “Investments in Forest
Industry Transformation Program” have provided fund-
ing incentives to forest sector firms to invest in green
products and/or technologies; and from 2007-2011
the “Transformative Technologies Program” provided
research funding (Natural Resources Canada, 2016 and
2018). Such terminology is also popular among industry
associations such as the Forest Products Association of
Canada (FPAC) and its constituent corporate members
(FPAC 2015). Following the trend, consulting companies
have published white papers on the sector’s transforma-
tion, such as Berg & Lingvist’s (2017) study entitled “Pulp,
Paper and Packaging in the Next Decade: Transformational
Change.”

With multiple organizations and stakeholders discuss-
ing transformational change, one might expect there
to be a shared understanding about what it means to
be “transformational.” Improved financial performance
appears to be a near-universal goal, and a reduced envi-
ronmental footprint is mentioned frequently. However,

the forest sector literature offers few explicit descriptions
of what types of activities constitute a transformative
change at the firm level. In other words, “transforma-
tion” is a commonly used buzzword, but the various
organizations discussing it may or may not be using a
common terminology.

Recognizing that different organizations may define
firm-level transformations in different ways, our study
aims to improve the understanding of how decision
makers of forest sector firms define transformative ini-
tiatives in their companies. This study aims to describe
which alternatives are considered transformative by
senior executives of resources, commodities, and value-
added forest products businesses in BC. Furthermore, it
examines the factors shaping firm-level transformations:
the drivers, barriers, and enablers of change.

1.1 Theoretical Background: Defining
Transformation

While the phrase “business transformation” is rapidly
entering the lexicon among Canadian forest sector in-
dustries, it is relatively uncommon within the scholarly
literature. This study draws upon a variety of sources to
illustrate the concept of transformation, including both
the scholarly literature, which does not frequently use
the term “transformation” to describe organizational
change, and the applied business literature, which does.
The scholarly literature about forest products is also
considered.

The scholarly business literature offers a variety of
definitions and descriptors for the sort of major orga-
nizational change discussed in this paper. For example,
Barnett & Carroll (1995), quoting Hannan & Freeman
(1984), submit that a “core structural change” is one in
which a firm makes major changes to its mission, its
organizational structure, its technology, or its market-
ing strategy. Similarly, a case study by Pettigrew (1987)
highlights strategic changes intended to improve a
multi-national firm’s competitive position. These papers
consider both what types of changes could be considered
important (or transformative) as well as why the firms
are making them (adaptation and/or improvement).
Fast-forwarding to 2017, Coleman & Thomas discuss how
the change management literature has broadened to
include many different types of change, ranging from the
developmental (gradual culture and process changes) to
the transformational (radical and potentially high-risk).
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Furthermore, firms may have a portfolio of several dif-
ferent types of change initiative simultaneously.

The term“transformation”is more common in the ap-
plied business literature (i.e., literature written primarily
for a practitioner audience). For example, Kotter (1995)
describes the goal of a corporate transformation effort
as being “to make fundamental changes to how a busi-
ness is conducted in order to help cope with a new, more
challenging market environment.” Several other studies
(Butner 2014; Day & Jung 2000; Dewar et al. 2011; Isern,
Meaney, & Wilson 2009) describe firm transformations
as a process of accelerated change to improve overall
performance (productivity and shareholder returns)
and create unprecedented competitive advantages.
Davidson (1993) defines transformation as a three-phase
process, progressing from improving internal processes,
to enhancing customer relationships through additional
products and services, to transitioning the enhanced
products and services into stand-alone businesses.

In the forest products literature, Chambost, McNutt,
& Stuart (2008) describe enterprise transformation as a
two-dimensional “continuum of opportunities”including
“inside-out” transformations that are mostly operational
in nature and strategic “outside-in"transformations that
change “the core mission, vision, as well as the goods
and services that are delivered in the marketplace.”
(p.20). Similarly, Novotny & Laestadius (2014) describe
transformation as a change to a firm’s product portfo-
lio, production technology, and cognitive processes.
Work by Cohen & Nikolakis (2013) focuses primarily on
strategic change, defining firm-level transformation as
a“fundamental shift in a firm’s business model to better
competein an ever-changing business environment.” A
change to a firm'’s business model could include one or
more of four components: a change in organizational
structure, operations, products and/or markets, or type
of business. The goal of such transformation is “a shift
to sustainable profitability” (Cohen & Nikolakis 2013).
It must be noted that although all of the executives in
the Cohen & Nikolakis studies (2012, 2013) indicated
that they were transforming their companies, many
offered examples of transformation that did not match
the authors’ definition of firm-level transformation as a
fundamental shift in business model. Indeed, several
described incremental, operational improvements as
examples of transformation, suggesting that the term
does not share a universal definition.

Like Kotter (1995), Cohen & Nikolakis's (2013) def-
initions incorporate an aspect of why the change is
happening: namely, to adapt to a changing external envi-
ronment. Chambost et al. (2008) also clearly state, “there
is little argument over whether the North American forest
products industry is in deep distress.” Although neither
paper’s definition of transformation explicitly indicates
that firms undergoing transformation are doing so to
escape hardship, both introduce the transformation con-
cept within the context of widespread industry change,
particularly in the pulp and paper sector.

For an alternative concept to business transformation,
one could examine the scholarly literature on business
turnaround. Once defined more narrowly as the study of
the“decline and recovery in firm performance” (Schendel,
Patton, & Riggs 1976) or“how firms reverse firm-threat-
ening performance declines” (Barker & Duhaime 1997),
the turnaround literature has grown in scope to include
proactive changes in strategy firms may take after the
immediate threat to their existence has been avoided
(Pearce & Robbins 2008; Braun & Latham 2012; Trahms,
Ndofor, & Sirmon 2013). Pearce & Robbins (2008) point
out that the term“turnaround”has taken on a pejorative
label within the applied management literature, associ-
ated with cost-cutting and asset reductions. However,
this unpopular cost-cutting component, often referred
to as“retrenchment”in the scholarly literature (Robbins
& Pearce 1992; Barker & Mone 1994; Barbero, Martinez &
Moreno 2018), is described by Braun & Latham (2012) as
just one of the“twin engines of turnaround."The second
half of a turnaround effort, according to the authors,
should be a repositioning phase. Within the applied
literature, “transformation” is a very palatable way of
describing this second half of a turnaround effort.

In summary, the scholarly business, applied business,
and forest products business literatures provide a broad
assortment of viewpoints on business transformation;
there is no universal criteria for defining transformation.
Given that different players within the forest sector also
appear to define industry transformation differently,
there is a need for additional exploratory research into
how forest sector executives perceive this concept.

1.1.1 Factors that Shape Firm-Level Transformations

Both the scholarly and the applied business manage-
ment literature provide insights into the factors that
shape firm-level transformations. For example, Pettigrew
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(1987) ascertains that studies of change in businesses
often use three different guiding inquiries. The first
seeks to identify the “transformation content,” or answer
the question of what has changed within the firm. The
second line of inquiry centers on identifying the factors
triggering major changes across firms (the why of the
transformation). Third, studies targeted at managers
and senior executives often focused on examining the
processes and tactics implicit in driving these changes
(the who and how of transformation).

Studies focused on answering why firms'transforma-
tions occur have distinguished between the external and
internal factors triggering or driving major changes in
organizations (Barnett & Carroll 1995; Isern et al. 2009;
Kotter 1995; Patari, Tuppura, Toppinen, & Korhonen 2016;
Pettigrew 1987; Trahms et al. 2013). External factors
refer to the social, economic, political, and competitive
conditions that activate transformational processes in
organizations and in firms. Internal factors include as-
pects such as the company’s vision, the capacities and
skills of the workforce and staff, leadership style and the
culture of the organization. The opposite question, why
not, is also important. For example, Nayha & Pesonen
(2014) describe several cultural barriers to change in
forest sector companies. Although each of the above
internal and external factors can stimulate change to
different degrees, the presence of a visionary leadership
and loss of a company’s competitiveness are both factors
that are consistently highlighted as major influences
for initiating transformations (Butner 2014, Cohen &
Nikolakis 2012, Isern et al. 2009, Kotter 1995, Pettigrew
1987, Tice & Evans 2014).

Regarding the who and how of transformation, much
literature emphasizes the role of senior leadership in the
design and implementation of transformative initiatives
(Kotter 1995, Pettigrew 1987). Pettigrew (1987), for in-
stance, placed senior leadership as a central elementin
choosing, justifying, and implementing transformational
initiatives. Studies in the business management litera-
ture underscore the role of corporate leaders and senior
executives in deciding the viability of new initiatives
(Kaplan & Norton 2008, Mintzberg & Quinn 2002). This
high level decision-making process takes place within
a firm through both formal and informal strategic plan-
ning. Transformative initiatives figure among the new
strategies assessed by decision makers.

In summary, in addition to the defining features
and content of business transformation, this paper also

examines the drivers, barriers and enablers of change.
Although it does not explain the change-planning pro-
cess in detail, it does discuss the role that leadership
plays in enabling change.

2. Methods

2.1 Methodological Approach

The exploratory nature of the specific research objectives
(see Section 1) led to the adoption of an inductive type of
inquiry to facilitate the discovery and explanations of pat-
terns across the views of different senior executives. The
grounded theory method provides a‘logic framework’
for linking data collection to the formulation of general
explanations about executives’ views on forest sector
business transformations (Babbie 2004, Charmaz 2006).

This study used semi-structured interviews to elicit
the views of industry executives about transformational
change in their businesses. As per Flick, von Kardoff, and
Steinke (2004), the use of semi-structured interviews
enabled the interviewer to balance the dual needs for
flexibility and specificity, combining exploratory open-
ended questions with confirmatory questions drawn
from previous research.

Theindividual was adopted as the unit of analysis in
this study. Although the primary focus of this research
was to examine organizations’transformation, the means
to achieve that goal consisted of analyzing the views of
individuals (senior executives) who belonged to these
organizations. As insiders of forest sector businesses,
senior executives can provide an in-depth view of the
processes and outcomes of firm-level transformations.

2.2 Selection of Interviewees

The study used purposive sampling to identify indi-
viduals who were directly involved in the strategic plan-
ning processes of forest sector businesses. The research
team recruited senior executives from established British
Columbia-based forestry and forest products firms pro-
ducing a range of different products. These executives'’
roles fell into roughly two categories: those executives
who prepared detailed proposals for transformation
initiatives, and those who initiated, analyzed, and/or
decided upon which initiatives to adopt.

The companies in this study included resource pro-
ducers, such as timberland companies; commodity
producers, such as lumber or pulp producers; and value-
added producers, such as engineered wood products
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and pre-fabricated house producers. Selected companies
were in the marketplace for a minimum of 20 years. The
rationale for this criterion is that the longer a company
has stayed in the marketplace, the higher the probability
it has passed through transformational processes in the
past. Moreover, the firms and organizations analyzed in
the comparable applied business literature often have
long trajectories (Butner 2014).

In an effort to broaden the diversity of opinions, the
researcher attempted to interview two executives from
each firm. The goal in testing the methodology of this
exploratory research was to interview between 10 and
15 senior executives or to stop the interviewing process
when saturation of new concepts was reached. According
to Charmaz (2006), this saturation point is attained when
no new descriptive codes or themes are emerging from
the analysis of data.

2.3 Data Collection

Ten interviews were conducted in the two-month pe-
riod between December 2013 and January 2014." Nine
of these were conducted in-person and one was done
remotely. Of the nine interviews undertaken in-person,
seven were held in the offices of the executives and the
remaining two were conducted on campus. A web-
conferencing service with video streaming was used for
the remotely conducted interview. Interviews ranged
in duration from 28.4 to 56.1 minutes, with an average
length of 37.2 minutes. Each of the ten interviews was
recorded and transcribed for analysis.

Data collection was concluded after the tenth in-
terview, for two reasons: the first was the difficulty in
scheduling additional interviews with high-level execu-
tives; the second was the apparent saturation of concepts
after the seventh interview conducted. Although the
data obtained from the 10 interviews was sufficient to
address the objectives of this exploratory research, it is
possible that having a more diverse sample would have
revealed additional themes.

2.4 Coding and Analysis

Verbatim transcriptions of each interview were coded
line-by-line using the logic of open coding (Coffey &
Atkinson 1996). Parallel to the coding exercise, demo-
graphic and firm-specific information about the

1 In addition to the questions discussed in this paper, interviewees were asked to
select their firms' current and potential future products from among a list. This
product selection will be summarized in a forthcoming article.

executives was compiled in an attribute table and
cross-indexed with the coded text in order to facilitate
the indirect identification of patterns. For example, the
type of ownership structure of executives’ firms (public
or private) and the type of producer they belonged to
(resources, commodity or value added) were compared
to the coded themes, to see if executives from different
types of companies displayed different coding trends.
The thematic content analysis tools of the NVivo 10
computer software were used for both the coding and
cross-indexing activities.

3. Results

3.1 Research Participants

Ten senior executives from six companies were inter-
viewed for this study. This sample size, although small,
facilitated the exploration of a diverse range of views on
forest sector business transformation. Table 1 provides
a breakdown of the number of executives and details
about their positions.

The executives represented three general categories
of company: resource (i.e., timberland) management,
primary products producers (i.e., lumber and/or pulp/
paper manufacturers), and secondary producers (i.e., en-
gineered wood products, secondary manufacturers, etc.)
(Table 2). Note that the number of research informants
from resource management companies was limited by
the number of firms of this type that operate in British

Table 1. Number of executives by position.

Generic position title Number of executives

Chief Executive Officer-President 2
Chief Financial Officer 1
Senior Vice President 3
Vice President 3
Director 1
Total 10

Table 2. Number of executives interviewed per type of producer (n = 10).

Type of producer Number' of Numbgr of
companies executives
Resource management 1 1
Commodity producer 3 6
Value-added manufacturer 2 3
Total 6 10
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Columbia, due to the high proportion of publicly owned
forest land.

All executives provided information about the sector
and professional domain of their work experience, as
well as the duration of such experience. The executives
interviewed were a well-seasoned group: they averaged
a total of 29 years of work experience, 24 years of which
occurred within the forest sector and 5 years of which
occurred in other sectors. The following sections report
on the views of senior executives on the topic of forest
sector business transformation.?

3.2 What Makes a Change
“Transformative?”

A common theme among the executives’ various defi-
nitions of firm-level transformation was the execution
of different business strategies that have the objective of
delivering significant performance improvement to the firm.
Activities categorized as“transformational” were gener-
ally described in relative terms over four dimensions:
they were radical in magnitude, had a long-term im-
pact, employed novel or innovative strategies, and were
generally triggered by forces external to the company.

For example, all but one of the executives interviewed
mentioned that transformation implies producing major
changes, large-scale shifts that positively affect the firm’s
performance.

(1) We're always trying to do things better, but we're also
looking for that transformative change, the change
that’s really going to make a difference, like a step
change.

(5) We've added a whole new revenue stream to our orga-
nization... We've been able to successfully transform,
grow, develop, radically change our organization and
how it's perceived in the marketplace. Itisa complete
change in production.

However, three of the executives who linked transfor-
mation with producing major changes also linked trans-
formation to executing minor changes in the structure
of the firm. To these executives, transforming can be“a
little or a big thing” (7).

2 These views are reported anonymously: however, each executive was randomly
assigned a number from 1 to 10 in order to facilitate the data analysis. The
numbers in parentheses at the beginning of the excerpted interview quotes
indicate the response of a specific senior executive.

(10) So for us it [transformation] comes in many different
forms. So it's little innovations or transformations that
happen on the shop floor trying to get all of our team
members engaged in what they can do differently
and how can we be slightly more efficient or slightly
more productive. So those are minor transformations,
minor innovations.

3.2.1 Strategies for Transformation

Although all executives described transformative change
as having significant impact, the means of achieving
it could be either strategic or operational in nature.
Analysis of the interview transcripts classified responses
into seven different business strategies for forest sector
firms to radically improve their competitiveness. In order
of frequency of mention, they were:

¢ |mprove operational efficiency (mentioned by 9 out
of 10 executives);

e Diversify the product mix (8 executives);
e Enter the bio-economy (5 executives);
e Expand into new markets (4 executives);

e Diversify the geographic base of operations (3
executives);

e |Implement a more customer-driven focus (3
executives); and

e Grow the size of the firm (3 executives).

The most frequently mentioned means of transform-
ing a business was to increase operational efficiency, for
example, through manufacturing, energy use, or supply
chainimprovements. However, although nine of the ten?
executives highlighted improving efficiency and reduc-
ing costs as important to business transformation, eight
of the nine also highlighted that this path is only one
component of delivering performance improvements. For
these executives, in order to create sustained competi-
tive advantages, it is necessary to combine operational
efficiency focuses with other transformational paths,
such as diversifying the mix of products or penetrating
new markets.*

3 Interestingly, the one executive who did say operational efficiency was a means
to achieve transformation specifically mentioned that it was not
transformational.

4 Within the forest sector, “new markets” could mean either new geographic
markets or new market segments. For example, a softwood lumber producer
could begin supplying the unique grades of lumber and specific logistics
required by the do-it-yourself home center segment.
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The second most commonly mentioned strategy
carried a greater degree of risk. The transformational
path “diversifying the product mix of the company”was
one of the more dramatic strategic changes mentioned.
As explained by the executives, this consisted of adding
new revenue streams to the company by producing and
commercializing new products. The examples provided
by executives include the adoption of products already
being traded by other forest sector businesses in BC, as
well as some products that were traditionally outside
the forest products sector (i.e., new engineered products
or bio-chemicals). Executives'interests in adopting new
products varied from one company to another, but were
similar between executives from the same company.

The third most commonly mentioned strategy for
transformation was “enter the bio-economy.” Executives
saw this transformation happening in their firms on two
fronts. Firstly, the changes could focus on the production
of forest-based energy, including bio-energy products
such as biomass-fueled electrical power or wood-based
biofuels, and renewable energy initiatives such as solar
panels, windmills, or geothermal stations. The second
front of this transformational path relates to the produc-
tion of various emerging bio-products and bio-materials.
Executives highlighted the relevance of upgrading the
kraft pulp model in order to further refine pulp byprod-
ucts into new materials.

There was considerable variation in opinion across
the sample of executives, depending on which types of
products their firms manufactured (resources, commodi-
ties or value added). For instance, the transformational
paths “customer-driven focus” and “market diversifica-
tion” were mentioned almost solely by executives in
value-added and commodity producers, respectively. On
the other hand, the transformational paths “operational
efficiency” and “diversifying product mix” were the only
two paths mentioned by all types of executives.

3.3 Factors Shaping Transformation

The executives were asked the following questions re-

garding the factors influencing firm-level transformation:

® |nyour company, what (if any) are the major factors
driving business transformation?

e What risks or barriers do you see in the way of
transforming your company?

e What would facilitate (or enable) business
transformation in your view?

The change drivers could be grouped into two gen-
eral themes, depending on the type of change resulting
from them. Just as the executives indicated that trans-
formation could be either a radical change or a series
of gradual improvements, the change drivers included
those that prompted strategic or disruptive changes,
and others that nudged more incremental changes.
Firms undertook strategic changes to address changes
in their external business environment; meanwhile, they
made frequent operational improvements in order to
retain everyday competitiveness.

Aninteresting pattern emerged when organizing the
barriers and enablers into themes: over half of the themes
either were mentioned in more than one category, or
had a corresponding opposite theme. For example, gov-
ernment regulation could be seen as either a barrier or
an enabler of transformation efforts, depending on its
effectiveness. Similarly, although executives frequently

Table 3. Summary of factors shaping firm-level transformation.

Factors Shaping Firm-Level Transformation

Drivers

Strategic Change
* New business opportunities ©
* Product substitution e

Continuous Improvement
+ Competition «
+ Market volatility «
+ Capital-intensive production ¢

Barriers Enablers

Risk-related

* Running pilot trials *
* Benchmarking ¢
+ Collaboration ¢
* |dentification of right timing
* Long-term perspective

* Hard to forecast new products *
* Large project scale

Resources
+ Capital *
* Trained personnel ¢
* Infrastructure ¢

Leadership
* Values, principles and culture
* Flexibility «
* Risk tolerance ¢
+ Support of corporate board

Attitudes Toward Change

* Negative attitudes * Entrepreneurial mindset

Government Policy
* Legislation ¢
* Incentive programs ¢
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’

expressed frustration over their employees’or managers
resistance to change, several indicated that a change-
welcoming or entrepreneurial mindset could be change
enabler. Because the same themes often emerged twice,
the results have been organized not into barriers and
enablers (which would be repetitive) but rather into the
themes risk, access to resources, leadership, attitudes
toward change, and government policy (Table 3).

Much of the variation of responses between execu-
tives from different firms could be attributed to whether
the firms were publicly or privately owned. Both goals
and challenges tended to differ: what is seen as an is-
sue in a public firm may not be seen as such in a private
firm, and vice versa. For example, three barriers (dif-
ficulties making projections, limited risk tolerance, and
constrained resources) were referred to exclusively by
the six executives representing public firms. In contrast,
three different barriers were mentioned solely by the
four executives representing private companies: skills
and training, lack of a research and development culture,
and ineffective collaboration.

3.3.1 Drivers of Strategic Change

When firms made strategic changes, such as changes to
product offerings, it was most commonly in response to
changes in their external business environments. Such
change drivers could be interpreted not just as threats,
but also as opportunities; indeed, the emergence of
new business opportunities was the most commonly
cited driver of business transformation, mentioned by
all ten executives interviewed. Forest products firms
often initiate transformative processes to take advantage
of rapidly emerging products and markets. The use of
wood residuals and pulp byproducts to produce energy
were examples given by executives of growing business
applications triggering major changes in their firms.

(9) Talking about that waste that you have in the log
that maybe ten years ago was considered waste and
was actually a bit of an irritant, is now an opportu-
nity. There is a developing business for that, rapidly
developing business for that around the world. So
really, we're in a business now where 100% of that
log could be utilized in a commercial way.

Likewise, product substitution is another driving
force of forest business transformation. In particular,
the rise of electronic media has resulted in a decline of
traditional print media, which has in turn reduced the
demand for certain types of printing and writing paper.

On the other hand, the possibility of using wood products
as a substitute of non-wood materials is also trigger-
ing a pro-wood transformation. Executives mentioned
examples that illustrate the potential for using wood
products as a replacement of other materials, such as
glulam replacing concrete.

3.3.2 Drivers of Continuous Improvement

A common characteristic of many mature industries is an
ever-challenging business environment. Tight competi-
tion, market volatility, and capital-intensive production
all pressure forest sector businesses to find better ways
of delivering value.

Eight executives emphasized the high level of com-
petition that characterizes the forest products sector
in British Columbia as a major driver of continuous op-
erational improvement. For example, the solid wood
subsector can have lower barriers to entry compared
to other manufacturing industries. Also, competitors
can quickly adopt the processes and technologies of
the leading firms. As a result, these leading firms often
need to find alternative ways of delivering value.

Nine executives perceived volatility as an important
driver of operational change. Forest sector companies
can be exposed to global economic cycles, changing cli-
matic conditions, currency fluctuations, geopolitical risks
and many other factors that are beyond their control.
The presence of these factors can affect the competitive
position of a firm, eventually forcing the senior leadership
to initiate transformative processes in the firm.

(8) Take a look at the volatility of a commodity business,
which lumber and pulp both are ... We have had
exposure in the past to economic cycles and we
want to minimize that exposure going forward or at
least have it, so that in the bottom troughs of cycles
that we still continue to generate positive cash flow,
versus depleting our cash reserves.

Eluding stagnant returns is another driver of trans-
formation. Seven executives referred to this driver as
the need to deliver outstanding performance in order to
continue attracting investment into their companies. This
particular driver was of particular relevance to publicly
traded companies.

3.3.3 Risk-Related Barriers and Mitigating Enablers

Planning and implementing a successful transforma-
tional change initiative can be a challenging proposition,
especially if the change is rapid rather than incremental.
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Executives indicated that they face constraints in de-
veloping forecasts for the execution of transformative
initiatives. For example, the difficulties associated with
creating future scenarios are attributed to highly unpre-
dictable business environments and to the absence of
historical trends of entrant products.

(4) The model doesn't compute because it is new. It's
not like, for example, putting in a new power gen-
eration. You understand the variables and you know
the standard deviations in sort of the risk. Something
transformative, you can estimate it but....

Two executives highlighted the large project scale
that characterizes many transformational initiatives.
The risks that accompany transformations (in terms of
the size of the investment) can leave little margin of er-
ror when adjusting for deviations. This condition often
impedes initiating transformational processes in forest
products firms.

(8) When you move from lab to a pilot plant, to a demo
plant, to a full-scale operation, those full-scale opera-
tions will take hundreds of millions of dollars. So, you
can't afford to make too many mistakes around those.

Nevertheless, firms have multiples tools for easing the
risk inherent in making a transformational change: run-
ning pilot trials, benchmarking, collaboration, identifying
the right timing for the change, and taking a long-term
perspective. Executives underscored the importance
of piloting® new products and/or technologies prior to
scaling up transformative projects, enabling them to
select only those potential projects that have attractive
risk-reward relationships. The practice of benchmarking
competitors’products and technologies can help a team
leading a transformation effort accelerate the design
stage by focusing on technologies and products already
tested by their competitors in other jurisdictions. The
creation of a collaborative support network can help
companies identify new business solutions and assess
new technologies (R&D networking). Moreover, execu-
tives underscored that business partnerships can help
reduce the risks associated with moving into unfamiliar
commercial areas.

Inherent in adapting to a changing marketplace was
the need to identify the right timing for transforma-
tioninitiatives. The executives described being an‘early

5 Here, a pilot is defined as a small-scale test of the production process in an
environment that closely mimics the actual business situation.

mover’ as an instrumental factor in transforming their
companies. This is particularly relevant in transforma-
tions that involve asset purchases or the adoption of
new technologies.

(7) You can transform a company, taking advantage of
an expectation that things will get better and the
sooner you can anticipate both directions going
down the wave or going up the wave, the sooner
you can anticipate those things, the better you are
prepared to take advantage.

The challenges inherent to implementing transfor-
mative change initiatives can be lessened in part by
adopting a long-term perspective according to execu-
tives. When senior managers and the board of directors
adopt along-term view, it can become easier to prioritize
transformative initiatives. In addition, having a long-term
view can foster the discipline to continue implementing
transformational projects up to their final stage, despite
not achieving attractive performance improvements in
the short-term.

3.3.4 Access to Resources

Another barrier to transformation was the limited re-
sources that companies often had available for driving
transformation efforts. The most frequently mentioned
resource was capital. Executives underscored that al-
though not all the transformative changes are capital-
intensive, the absence of an appropriate capital structure
for financing transformative initiatives can limit trans-
formation efforts. Some executives even commented
that not having the right capital had been a decisive
factor in halting transformational processes in the past.

(7) In transformation in terms of growing the company,
capital is always a constraint. So capital is precious. It's
something that you don't stumble upon. It's some-
thing you have to earn. To be able to borrow from a
bank and to be able to have your shareholders invest
in the company, you have to earn that right.

Personnel and infrastructure are also required for ex-
ecuting transformative initiatives. Executives mentioned
existing technological limitations (i.e., for biomass den-
sification or catalytic/thermal conversion of biomass), as
well as the need to upgrade their IT support infrastructure.
Similarly, the skillset and training of the workforce (in-
cluding the senior management) can sometimes inhibit
transformation efforts, especially when the transforma-
tive initiatives deal with unexplored commercial areas.
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According to senior executives, attracting the right
people to the organization can make a difference to
achieving successful transformations. When firms embark
on transformative processes, they need people with
the specific skills and expertise necessary to deliver the
changes. Some executives emphasized that the risks
of not keeping up to the pace of changes are higher if
companies are unable to hire personnel with new skills.

Providing the proper equipment and training to
the company’s workforce is also a factor contributing
to successful transformations according to five of the
executives. One commented that a well-designed trans-
formational plan could become ineffective without the
personnel who can “extract value of the equipment ...
and [who] can make it run.”

3.3.5 The Role of Effective Leadership in Enabling
Change

Aspects of company leadership were cited as one of the
most critical factors shaping firm-level transformation.
In particular, the values or principles imparted by the
senior leadership were seen as a fundamental aspect
defining the organizational culture of a forest products
firm.The executives referred to such values as influential
behavioral factors as well as guiding principles in the
decision-making process.

(7) The skills are important, yes, but it's more about the
culture of the company and having your core values
rooted and everybody knowing what the vision of
the company is. The company has an absolute clear
vision and with that vision, we have our core values
and everybody in the company knows what the
company is all about.

Two major dimensions of executives’ leadership style
were the leaders’ flexibility (willingness to modify their
strategy), and their risk tolerance in decision-making.
Corporate leaders must balance the need for strategic
consistency with the need to be open to proposals
that may not match the current strategy. Similarly, the
interviewees’ project risk tolerance varied. For instance,
five executives expressed concerns at not being able to
recover the capital required for transformative projects
within the projected timelines.

For senior executives, having the support of the board
of directors for proposing and implementing transforma-
tive initiatives was an important transformation enabler.
A supportive board of directors and CEO of the company
can not only facilitate the startup of transformational

projects but can also clear the path to reach the final
stage of these projects.

3.3.6 Attitudes Toward Change

A frequently-mentioned barrier to transformation was
employees’attitudes towards change. According to the
executives, the different mentalities and individual ob-
jectives of the people working in a company sometimes
are incompatible with the transformational goals. One
executive underscored that the resistance to change
among senior managers and technical staff can represent
significant barriers to transformation. Another executive
stated that the real challenge of executing transformation

d

consists of stepping people out of their “comfort zone

(1) It has so much to do with people. Imagine [an execu-
tivel who is just sort of “okay.” [He is] making his pay-
cheque, [he] is five years from retirement. Everything
is good. Are you going to stick your neck on the line
and go merge your company with somebody else or
take on a major initiative?

Conversely, all but one executive acknowledged the
role of encouraging an entrepreneurial mindset in the
company as an essential factor facilitating transforma-
tional change. The executives described this transforma-
tion enabler as allowing the employees from all levels of
the organization to constantly search for new initiatives
and business solutions. New ideas could be spotted from
almost any source, including from within the company
(i.e., other divisions), competitors, suppliers, distributors
of end products, previous and research work, among
many other sources.

(6) You have to constantly look. What are people doing?
What are people doing better than us? What’s an op-
portunity that’s out there that we can take advantage
[of 1 with our equipment and our expertise? And you
got to have that mindset, of always scanning the
horizon for those opportunities.

3.3.7 Government Policy

Legislation and government support have the potential
to either enable or inhibit transformation, particularly in
the areas of building codes, immigration programs for
hiring skilled workers, tenure and stumpage systems, and
transportation perimeters in forestlands, among others.

On the enabling side, executives acknowledged the
suitability of recent government programs, some of
them designed exclusively to stimulate transformation
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of the forest sector. For example, the federal “Green
Transformation Program” provided cash contribu-
tions and government grants to forest products firms.
Executives indicated that these grants helped firms
undergoing transformation to reduce the risks associ-
ated with large capital expenditures. Other supportive
policies included the Canadian government’s efforts to
establish free trade agreements with Asian countries as
a means of fostering market diversification.

Conversely, some executives considered that there is
a substantial gap between the resources committed by
the government and the needs/potential for assistance.
The gap was mostly identified at the provincial rather
than at the federal level.

(4) The province should be investing in transformation
and innovation on a scale that is commensurate with
the size of their resource. And you know, they're not
even in the solar system in terms [of support].

3.4 Results Summary

The emerging definition of firm-level transformation as
“the execution of different business strategies that have
the objective of delivering significant performance im-
provement to the firm” reflects the executives’ relative
agreement on the “why” of transformation versus their
variety of ideas as to the"how”. A transformative change
can be large or small, all-at-once or incremental, and
strategic or operational. Indeed, of the seven different
strategies that executives identified for transforming
their firms, the most referred to, “improve operational
efficiency’, was incremental and operational in nature,
whereas the next two, “diversify the product mix” and
“enter the bioeconomy”, were more strategic in focus.
Furthermore, executives stressed that transformational
initiatives often contained multiple strategies at once.

Just as transformations can be either rapid or incre-
mental, the drivers of transformation identified by the
executives can be classified as either major external
events triggering strategic changes, or as on-going
challenges driving the need for continuous, operational
improvement. Barriers and enablers to transformation
often represented two sides of the same coin: risks vs.
mitigation strategies, access (or lack of access) to re-
sources, positive or negative attitudes, and govern-
ment policies that either help or hinder. Leadership in
particular stands out as an enabler, because it can create
a culture for change.

4. Discussion

The following section discusses how executives’ defini-
tions of transformation, and their views about its drivers,
barriers, and enablers, reflect the extant business and
forestry literature.

4.1 A Broad Definition of “Transformation”

This study showed that although many organizations
are talking about transformation, they do not all de-
fine it the same way. The executives interviewed in this
study expressed divergent views about the nature of
forest business transformations in BC: while most of
them agreed that a change ought to have a significant
long-term impact on firm performance in order to be
qualified as “transformational’, the actual content of such
a change could include a very broad range of activities.
This trend mirrors the findings of Cohen & Nikolakis's
(2013) study of forest sector firms in North America and
northern Europe, in which executives considered a much
broader range of activities to be “transformational”than
a contrasting sample of forest sector experts consisting
of former executives, government official and researchers
did.The business literature displays a similar diversity of
opinion about change activities: while several organiza-
tional change studies have identified activities that are
frequently considered to be “core structural changes”
(Amburgey, Kelly, & Barnett 1993; Barnett 1994; Hannan
2005; Hannan & Freeman 1984), Barnett & Carroll (1995)
pointed out that such studies should be carefully inter-
preted, given that the changes that were deemed as
core in some of these studies are assessed as peripheral
or minor in others.

In the context of this study, “firm performance” pri-
marily refers to financial performance. However, the
executives also occasionally touched on aspects of per-
formance that could lead to improved financial results,
such as company culture and reputation. For example,
an executive quoted in Section 3.2 commented that
their company’s new revenue stream would “...radically
change our organization and how it’s perceived in the
marketplace...” There were few references to changes
to other types of performance, such as environmental
performance. This focus on financial improvement over
other types of change does not necessarily mean that
culture or the environment are unimportant to execu-
tives; instead, it is more likely indicative of the pressure
on firms' financial results at the time the survey was
conducted.
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4.1.1 Identifying the Boundaries of a
Transformational Change

The results of this study reflect a relatively recent shiftin
the scholarly literature regarding the observable bound-
aries of transformational change initiatives. Whereas
organizational change studies from the 1980s and 1990s
often adopted a linear approach to defining and mea-
suring the impacts of firm-level transformations, more
recent studies tend to recognize that firms may work
on several overlapping change activities simultane-
ously (Coleman & Thomas 2017). When following a lin-
ear approach, the transformation content is identified
by comparing the structure of the firm at two points
in time: a pre-transformation moment (t) and a post-
transformation (t,) (Barnett & Carroll 1995, Barnett 1994,
Pettigrew 1987). In contrast, senior executives in this
study referred to the transforming process as cyclical
and iterative rather than linear, a definition more aligned
to Coleman & Thomas (2017).

To most executives in our study, the outset and com-
pletion of transformational processes are elements that
cannot always be directly identified. Senior managers
sometimes initiate a business initiative without hav-
ing the certainty that it will produce transformative
changes in the firm; such initiatives may be labeled as
“transformational” only post-intervention. Similarly, most
executives had difficulties identifying the completion of
transforming processes, given that the implementation
of a single transformational strategy often triggers ad-
ditional changes in the firm. Furthermore, having two
or more simultaneous transformational strategies can
make identifying the overall conclusion of a transform-
ing process quite complex.

4.1.2 A Hierarchy of Transformational Strategies

Studies on business transformation suggest that the
transformation initiatives can be categorized accord-
ing to their impact on the business. Cohen & Nikolakis
(2013) have adapted a model by Davidson (1993) to
illustrate the hierarchy of transformational strategies
employed by forest sector firms (Figure 1). Davidson
(1993) describes three phases of transformation, moving
along a continuum from inward-facing, low-risk change
to more outward-facing, high-risk change. Cohen &
Nikolakis (2013) add a base to the pyramid: the “con-
ventional competition” phase describes the day-to-day
improvements made to remain competitive in an ever-
changing business environment. The first step upwards,

Business Enhancement

Operational Efficiency

Conventional Competition

Figure 1. Four phases of firm-level transformation (from Cohen &
Nikolakis 2013).

as the firm strives for operational excellence within its
internal operations, is termed “operational efficiency.”
Next, a firm may look for additional customers or suppli-
ers to expand its business, and/or sell related products
or services within its existing supply chain. This step is
called “business enhancement.” The third and riskiest
step is to make the leap to selling different products,
to a different clientele. This step is referred to as “new
business development.”

The seven transformational strategies highlighted in
our study roughly correspond to the different levels of
Cohen & Nikolakis's model (Figure 2), suggesting that
this model may indeed be a useful tool for describing
transformational initiatives in this context. Nevertheless,
the pyramidal shape of the model should be interpreted
cautiously: although the relative size and position of
the layers on the pyramid suggest a hierarchy among
the phases of transformation, the actual frequency
and/or importance of the different phases may vary.
For example, the most frequently mentioned strategy,
“improve operational efficiency”’, corresponds with the
“operational efficiency” layer on the Cohen & Nikolakis
(2013) pyramid — what might be expected, given its
place at the base of the pyramid. However, the next
most commonly-mentioned strategies, “diversify the
product mix”and “enter the bio-economy” straddle the
upper two levels of the pyramid. A strict interpretation
of the model might suggest that these two strategies
should occur less frequently. Still, findings of this study
reflect that the frequency of mention of the various
transformational strategies is not necessarily a definitive
indicator of their relative importance.
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New Business
Development Enter the bio-economy (5)

Diversify product mix (8)

Grow firm size (3)

BusingeSiEligioment Customer-driven focus (3) Expand into new markets (4)
Broaden geographic base of operations (3)
Operational Efficiency Improve operational efficiency (9)
Conventional
Competition

Figure 2. Seven transformational strategies visualized.

The key ideas resulting from this discussion are two-
fold. First, according to the executives, a change does not
necessarily need to be a strategic “core structural change”
(as per Hannan & Freeman 1984) or “fundamental shift
in a firm’s business model” (as per Cohen & Nikolakis
2013) in order to have a transformational impact on
the business. Instead, Chambost et al’s (2008) concept
of transformation as either “inside-out” or “outside-in”
may be more relevant in a forest sector context, as may
Novotny & Laestadius’s (2014) description of transforma-
tion as a change to a firm’s product portfolio, production
technology, or cognitive process. Indeed, operational im-
provement is essential for maintaining competitiveness,
especially in a mature industry such as the forest sector.

The second important take-away is that executives
stress the importance of exploring more than one strat-
egy simultaneously. Applying this realization to the
pyramid model, “higher-level” (i.e., new business devel-
opment or business enhancement) would typically occur
at the same time as operational efficiency improvements,
and vice versa.

4.2 Influential Forces Triggering
Transformation Initiatives

The results of this study revealed a number of factors
triggering transformation initiatives in BC forest sector
businesses. The factors or drivers of transformations
identified in this study lend support to the findings of
previous research in the fields of business transforma-
tion and organizational change. For example, Barnett
& Carroll (1995) distinguished between external and
internal forces driving changes in firms. All but one of

the transformation drivers identified in our study qualify
as external forces (see Section 3.2). This predominance
of external forces triggering transformations in BC for-
est sector businesses concurs with the prevalence of
external drivers of change identified in previous studies
of firm-level transformation (Cohen & Nikolakis 2013,
Isern et al. 2009, Kotter 1995). Moreover, the business
turnaround literature also clearly delineates between
external and internal causes of business decline (Pearce
& Robbins 1993, Trahms et al. 2013). The internal driver
“eluding stagnant returns”described in this paper could
be interpreted as another way of saying, “enabling a
financial turnaround.” In the particular context of the
forest sector, Cohen & Nikolakis (2013) identified that all
executives from their sample of 33 forest products firms
associated the emergence of transformative initiatives
with responses to external pressures.

4.3 Barriers to and Enablers of
Transformational Change

Several of therisk/barrier themes in this study matched
themes identified in the literature. For example, access to
capital, employee recruitment and training, and attitudes
toward change were also discussed by Davidson (1993)
and Cohen & Nikolakis (2013). Likewise, Grace, Nelson,
& Kozak (2018) stressed the need for management skills
training for BC-based small- and medium-sized forest
products businesses. Enablers related to leadership (such
as the importance of defining and communicating a
firm’s values and gaining the support of the board of dir-
ectors) and risk mitigation (such as collaboration, timing,
and a long-term perspective) were reflected in several
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examples of the applied literature (Blackburn, Wood,
Ryerson, Weiss, & Wilson 2011; Day & Jung 2000; Kotter
& Schlesinger 2008; Kotter 1995). This is not surprising,
as due to its practitioner-oriented focus, the applied
literature tends to focus on themes such as change
leadership.The central role of the organizational culture
in the execution of successful corporate transformations
was another theme common to both the executives’
responses and several applied studies (Day & Jung 2000,
Kotter & Schlesinger 2008, Kotter 1995).

The results of this research suggest the presence of
patterns between the different types of barriers and
the characteristics of firms. For example, the firms’size,
ownership structure (private versus public), and product
offerings all tended to influence which barriers their
respective executives highlighted as most important.
Executives representing firms that were relatively larger,
publicly owned, or selling commodity products tended
to be more concerned about capital availability and
risk than those that represented smaller, privately held,
or value-added firms. With a small and geographically
limited sample, this exploratory research was limited in
its ability to determine if these trends are indicative of
the forest sector as a whole. Additional research with a
larger sample could confirm the patterns identified in this
study, as well as formulating a set of policy recommen-
dations to address common barriers to transformation.

4.4 Unanswered Questions for Future
Research

This study has shown that BC-based forest sector firms
are responding to a variety of different external and
internal forces in a variety of different ways - some
of which are operational, and others of which involve
changes to products, markets, and business lines. This is
in line with how Davidson (1993) and Cohen & Nikolakis
(2013) suggest firms should transform their businesses.
Indeed, the insights gained from this qualitative study
of BC-based executives have much in common with the
insights gleaned from Cohen & Nikolakis's (2013) primar-
ily quantitative study of executives in North American
and northern Europe. A complementary study examining
a different source of information (such as forest sector
literature) and/or using a different methodology (such as
content analysis or a survey) would be useful for further
triangulating the results.

A second question concerns whether the responses
received are indicative of the BC forest products sector as

it would normally operate, or if they instead represented
an atypical snapshot in time during a period of change.
Future studies could include a longitudinal component
or ask respondents to reflect on changes over time.

Further empirical studies could strengthen and ex-
pand upon the conclusions of this exploratory paper by
including a larger and more diverse sample of partici-
pants. Involving participants from a broader geographic
area would clarify whether the results of this study are
regional in nature, or whether they represent a wider
global trend. Including a broader range of stakeholders
(i.e., other than forest sector executives) might more
accurately reflect the diversity of opinion regarding the
meaning of firm-level transformations.

The interviews upon which this paper is based were
completed in early 2014. While the authors do not believe
the respondents’ overall concept of transformation will
have changed between then and 2019, it is possible that
the respondents’ priorities may have shifted. One of the
interview questions asked the respondents to identify
which products they might make in the future. The au-
thors plan to do follow-up interviews before publishing
this information in a future study.

4.5 Study Limitations

The nature of this study is exploratory and qualitative;
therefore, its findings cannot be generalized to explain
transformational changes of companies beyond the
ones analyzed here.The small and geographically limited
sample further limits the degree to which the results
of this study can be used to infer trends in the forest
sector globally. However, the results of this study open
new research avenues to continue analyzing firm-level
transformations with larger and more geographically
diverse samples.

Additionally, most of the questions and topics cov-
ered in the interviews dealt with commercially sensitive
information about the executives’ firms. This informa-
tion was treated with extreme caution, which in many
occasions limited how the findings and patterns could
be presented.

5. Conclusions

Business transformation has emerged as a popular catch-
phrase among forest sector practitioners, the applied
business literature, and the scholarly business manage-
ment and forest products literatures. This study sought to
identify how forest sector executives define and describe
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the concept of business transformation. It found that the
executives' perception of this frequently discussed topic
differed from both the implicit definitions of govern-
ment and industry associations and many of the explicit
definitions in the literature.

In aggregate, the BC-based executives interviewed
in this study defined firm-level transformation as the
execution of different business strategies that have the
objective of delivering significant performance improve-
ment to the firm. In other words, what made a change
“transformative” was not the type of actions taken, but
rather the long-term results. Although change activities
generally needed to be innovative in nature and radical
in scale to be considered transformative, there was no
one specific path to transformation. Indeed, changes
could fall anywhere on a spectrum between incremen-
tal, operational improvements and large-scale strategic
initiatives. Often, firms undertook more than one type
of change at once.

The fact that the executives interviewed in this study
had a broad definition of transformational change has
implications for different groups of people. For forest
sector practitioners, the awareness that there may subtle
differences between employment sectors (i.e., industry,
industry associations, government, etc.) regarding the
concept of transformation could help enable clearer
cross-sectoral communication. For researchers, the
discovery that practitioners in the forest sector often
consider operational (as opposed to strategic) changes
to be transformative may challenge the current ortho-
doxy about transformative change and stimulate new
research. Future studies with a larger and geographi-
cally broader sample could further explore the relative
occurrence and importance of the different strategies
and challenges identified in this paper.
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