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In this PhD thesis, chapter 1 narrates the extant literature showing that firms 
expand through the organic growth strategy, others through the acquisition 
strategy, and some by a combination of these two modes. It also reveals that firms 
sometimes switch from one dominant growth mode to the other, but we have 
limited insight on why top managers switch modes and how these strategic switch 
processes unfold. After showing that extant literature is silent about these gaps, 
chapter 2 reveals that behavioral theory of the firm (BTOF) stand a chance to offer 
plausible explanations but rather through a newly emergent stream instead of 
the dominant performance feedback. Chapter 3 adopts qualitative, interpretative 
grounded theory permitting us to tap into the lived experiences of top managers 
and annual reports to form the basis of emerging theory. While the context of 
the study is discussed in chapter 4, case-by-case and cross-case data analyses 
are explored in 5 and 6, respectively. Lastly, chapter 7 offers three theoretical 
contributions a) performance anxiety as a major driver leading top managers to 
switch strategies, from one growth mode to another b) explaining this through 
forward-looking logic (performance prospects) of BTOF, instead of backward-
looking logic (performance feedback), and c) exposing the three phases that bring 
to bear the situational, action-formation and transformational mechanisms at 
work, and in doing so reveal the unfolding processes taking place during the 
formation of a specific switch mode. 
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1

CHAPTER 1: GENERAL INTRODUCTION

1.1 Background of the study 

Top management role in strategic change decisions

Extant studies on strategic management identifies top managers and strategic growth decisions, 

among many others, as two central domains, and theorizes about how longstanding firms sustain

performance in competitive and changing markets. One of the prime interests of strategic 

management scholarship is the influence of top management’s strategic change decisions on firm 

performance. This interest pertains to the central role of top management as decision makers in 

strategic change. For instance, while Child (1972) argues that choices and decisions regarding 

strategic growth change rest with the executives, some others explain that such decisions can best 

be considered as an outcome emanating from the process and diverse interactions within and 

around top managers (Hambrick & Mason, 1984). Central to this role are those fundamental 

strategic decisions that shape the behavior of the firm and affect long-term performance (Boston, 

2000).

Deterministic external role in strategic change

An alternative stream of research that explains change of corporate strategy within the strategic 

management field draws largely on the external conditions faced by the firm, as influential factors 

resulting in changes in strategy. An argument here is that a change of strategy is primarily 

determined by environmental conditions, which strongly compels top managers – irrespective of 

their demographics, choices, capabilities, to adapt their corporate strategy to find environmental fit 

(Luftman, 1996; Croteau, Bergeron & Raymond, 2001). Evidence from this line of research 

suggests that among many factors, a change in corporate strategy is mainly influenced by the 

dynamism, hostility, turbulence, or rapid changes in market conditions (Nickerson al., 2003).

Interaction of top managers and deterministic factors in this study

The role and influence of both top managers’ and deterministic factors when it comes to the study 

of the changes in strategy and therefore growth modes, is unquestionable, and much of the debate 

in organizational theory is centred around these two streams of research (Gopalakrishnan & Dugal, 

1998). In the current study, although deterministic factors should and must be acknowledged, the 

emphasis is on strategic choices of top managers. This means that the study is focused on top 

managers as the unit of analysis. The influential role of deterministic factors is considered to some 
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extent, yet the thrust of the study is into top managers’ deliberate strategic change decisions, and 

how these influence the growth mode, within the context of market opportunities and threats in 

which firms need to perform. 

Behavioural theory of firm (BTOF)

The study of top managers change decisions, and how they influence the choices of strategic 

growth mode, etc., within the context of firm performance, is anchored in work in the field of

behavioural strategy (Tarakci, 2013). Extant research taking the BTOF perspective has provided 

us with insights into behavioural strategy and is discussed below. 

What we know: BTOF 

Cyert and March (1963) explain that firms are goal-directed systems that use simplified rules to 

adapt behavior in response to performance feedback. Performance feedback provides firms with a 

basic idea of how well they are doing and whether they need to search for alternatives and make 

routine changes (Greve 1998, 2003). As a result, in BTOF a firm will engage in problematic search, 

due to negative feedback or discrepancies, if performance falls below the aspiration level. So, in 

this case the search behavior is a response to experienced downturn in the profitability (relative to 

the aspiration level). Further, this discrepancy-based feedback can be used as a signal to evaluate 

strategic decisions, which will give rise to organizational changes and strategic adjustments (Cyert 

& March, 1963; Rudy & Johnson, 2016), as well as a corrective measure, and therefore it helps to 

explain the behavior of a firm in engaging in growth through acquisitions, for example (see, e.g., 

Kim, et. al., 2015). Relatedly, Cyert and March (1963) portray firms as basically backward-looking, 

focused primarily on adaptive adjustment based on perceptions of past experience. Problematic

search is thus triggered when firms fail to attain their aspiration and the minimal outcome that 

would be deemed satisfactory by the decision maker (Schneider 1992). As a result, extant 

behavioral research usually assumed a backward-looking decision logic. 

Here, experience and performance feedback are regarded as the major determinants of subsequent 

organizational behavior (Greve 2003, Lant & Mezias 1990, Miller & Chen 2004). Put differently, 

the comparison of past performance and aspiration reflects a backward-looking perspective on 

organizational decision making. The backward-looking logic has not only dominated BTOF for 

decades, with its focus on performance feedback, it has also been widely reported in research on 

organizational risk taking (Baum et al. 2005, Miller & Chen 2004), strategic change (Greve &

Taylor 2000), accident reduction (Baum & Dahlin 2007), and search and innovation (Chen & Miller 



570189-L-bw-Nghona570189-L-bw-Nghona570189-L-bw-Nghona570189-L-bw-Nghona
Processed on: 16-11-2021Processed on: 16-11-2021Processed on: 16-11-2021Processed on: 16-11-2021 PDF page: 8PDF page: 8PDF page: 8PDF page: 8

2007, Greve 2003). BTOF has given strategy and organizational scholars a backward-looking, 

incremental sensibility that gives many useful insights on organizational change (Gavetti et al., 

2012). This current focus on backward-looking logic has provided valuable insights, nevertheless 

areas remain that are under-explored. As a result, for a full picture, BTOF also needs to incorporate 

forward-looking decision making and actions made for distant and uncertain benefits (Gavetti et 

al., 2012). The literature in this respect is limited, as discussed below. 

What we do not know: gap in BTOF

Choice and action in organizations are not only reactive, but also rule-based and incremental 

processes (Gavetti et al., 2012). Beyond just being semi-automatic procedures that react to 

problems or failures to achieve historically determined aspiration levels of performance, they also

emanate from deliberate attempts to anticipate future environments (ibid). It is ironic that Cyert

and March (1963) have so influenced a normative field-like strategy, yet avoided normative 

implications, especially those that rested on forward-looking behavior, and those that rested on 

distant rather than incremental or local processes of search and change (Gavetti et al., 2012). As 

a means to break away from traditional backward-looking logic that dominates the BTOF, 

Gavetti and Levinthal (2000) conceptualized forward-looking search activity as cognitive based, 

i.e., decision makers have mental models of the future and believe in certain l inks between choice 

of action and the subsequent outcome of actions. Their work developed a model of search in which 

decision makers form simplified cognitive representations of their decision environment to 

anticipate, in an approximate form, long-term implications of alternative course of action. 

However, according to Chen (2008), their theory lacks specifics on how firms, or more precisely, 

top managers, interpret the cognitive representation and translate it into actual behavior. 

According to Gavetti et al. (2012), because the BTOF’s opposition against the rational rationality 

assumptions of standard economics, the theory remains largely silent regarding the anticipation 

of distant futures, or the consequences of distant courses of action. Consistent with Cyert and 

March’ sensibility, the role of organizational expectations or, more broadly, the role of an 

anticipatory logic has been relatively absent in contemporary work of BTOF (ibid). To extend

our insights on BTOF, a behavioral forward-looking logic needs to be applied to studies 

traditionally dominated by backward-looking logic, for example, to studies in organizational 

decision making, risk preference, and change (Chen, 2008). In other words, rather than just 

limiting the BTOF to the logic of responding to performance feedback, forward-looking can also 
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offer a plausible logic. This study aims to contribute to this emerging stream of research. To do 

this we focus on analyzing why and how the top managers deliberately switch, from one strategic 

growth mode to another, an area we have limited insight, as discuss below.  

Organic and inorganic growth modes

Before we discuss the gaps in theory in this specific area, it is important to clearly define what 

we mean in this study with organic and inorganic growth modes, and specifically the switch 

between them. Edith Penrose’s (1959) classic book, The Theory of the Growth of the Firm, made a 

clear dichotomy between organic and inorganic as two broad strategic options for organizational 

expansion. Indeed, the two growth paths are different. For instance, the organic mode typifies 

development that excludes external parties, by drawing exclusively on internal expertise, 

resources, etc., within a firm (Burgelman, 1983; Rohrbeck et al. 2009; Berlo, 2013), whereas the

external mode includes leveraging the assets (including knowledge) of external parties in the 

quest to achieve sustained growth (Keil, 2004; Schildt et al, 2005; Rohrbeck et al. 2009). 

By adopting the inorganic mode, a firm can include external firms through acquisitions, joint 

ventures and strategic alliances (Dess & Lumpkin, 2005; Keil, 2004). In contrast, it can choose 

the organic mode, and exclude external companies and rely mainly on developing internal 

capabilities; products and services via (new) strategic business units, start-ups or new product 

divisions via R&D initiatives (Burgelman, 1983; Rohrbeck et al. 2009; Berlo, 2013). In this study, 

we focus on the sequential, temporal interplay between the selection of organic and inorganic 

growth modes, which are represented by growth within strategic business units and start-ups, 

and growth through acquisitions, respectively.

Operationalizing strategic switch mode

In a broad sense, a switch between growth modes can be labeled a strategic change. A switch 

takes place when any prolonged use of an expansion mode, for instance, a dominant growth 

through acquisitions, is changed into or substituted by dominant prolonged use of the organic 

growth-mode, or vice versa. A switch emerges when there is sequential replacement of one 

growth mode by the other, i.e., a firm first predominantly uses one mode and then moves to use 

another mode. Therefore, in this study we consider a firm to be in the organic growth mode or 

the acquisition growth mode when it predominantly uses one of these modes over a period of 

multiple years. We focus on the two growth modes discussed above. Although recent studies 

extended Penrose’s (1959) growth modes (organic and acquisitions) and introduced a hybrid 
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mode as an important aspect of firm growth, this is beyond the scope of the current study, as 

discussed below.  

Research scope limitation – hybrid growth mode

Though many research studies revealed that companies might indeed have a preference to either 

grow organically or through acquisitions, Achtenhagen et al.’s (2017) study reveals that firms 

engage in various combinations of these two modes, as well as hybrid modes, such as the use of 

purchase contracts or alliances (Capron & Mitchell, 2010; McKelvie& Wiklund, 2010; Moatti, 

2009, etc.). While being outside the scope of this study, hybrid modes are important and deserve 

it’s a separate study. In this study data collection, works within the research tradition, and is 

bases on the identification of organic and inorganic modes rather than hybrid modes.  

Justification in literature gap: switching growth modes

Some firms expand through organic growth, others through acquisition strategies, and some by 

a combination of these two. We also see that firms sometimes switch from one dominant pattern 

of growth to another, but we know relatively little about why (what are the driving factors) and how

(through what process) firm switch between these strategic growth modes. Several scholars concur 

with this notion. For instance, McKelvie and Wiklund (2010) state that although we still do not 

know why, it is possible for firms to switch sequentially between modes, i.e., to start with one 

mode and then move to another mode. Achtenhagen et al. (2017) also concur that extant 

literature tell us very little about the driving factors of the switch between expansion modes. In 

addition, Wright and Stigliani (2012) also add that we have limited insight into how contextual 

factors shape different patterns and modes of growth and associated processes. 

While we can observe that these expansion modes are adopted in practice across industries (Keil, 

2004; Rohrbeck et al. 2009) and that they can result in sustained firm performance (Ungerer et 

al., 2015), explanation of the switch between growth modes depends on discovering and explaining

the drivers of these behavioral outcomes. The interrelated questions raised in this study (see 

below) are thus linked to the central strategic management enquiry, to identify determinants of 

sustainable firm performance (Meyer, 1991, Rumelt, Schendel & Teece, 1994). This study aims to 

contribute to an explanation of these gaps in literature. 

The study therefore has two interrelated research questions:
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1.2 Research questions 

• Why does top management switch from one dominant mode of growth to another?

• How does the process of shifting from one dominant mode of growth to another, emerge?

The aim of the study is threefold. 

1.3 Aim of the study

To contribute a theoretical account of what drives the strategic switch from one dominant mode 

of growth to another, and thereafter, to uncover the specific mechanisms and processes through 

which these outcomes emerge. Thirdly, to develop a theoretical model of strategic switch from 

one growth mode to another. 

1.4 Contextual justification

In general, large businesses operating in emerging markets or transition economies are not only 

challenged by dynamic market conditions, competitive hostility, etc., but also by continuous 

political reforms and economic instability. In the case of South Africa (SA), the transition from 

apartheid to democracy and a free market was especially significant. This transition triggered an 

environmental shock, which demanded strategic decision making concerning how firms survive 

in markets they never knew before. This is specifically the case for the large construction firms 

on which we focus in this study, as explained below. 

Prior to the transition from apartheid to democracy, all large South African firms were confined 

to their home base-market, due to economic and trade sanctions imposed by the UN against 

apartheid (Faulkner & Loewald, 2008). This resulted in a highly protected home-based market, 

which was free from international competition and market pressures (Faulkner & Loewald, 2008; 

Cottle, 2014). In addition, the construction firms in this environment enjoyed a close relationship 

with the state, and their growth paralleled the country’s inward industrialisation (ibid). 

In contrast, the post-1994 transition to democracy resulted in the stripping away of the 

conditions under which the home market had been protected, and therefore the conditions from 

which the largest construction firms benefitted. These firms now no longer have a close 

relationship with the state. Moreover, owing to the lifting of sanctions they face fierce 

competition from experienced US, Chinese, and European contractors, not only in SA but also 

on the African continent more generally (Murray & Appiah-Baiden, 2000; Olivier & Root, 2014). 
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As a result, the rivalry among the largest firms in the SA construction sector has become intense 

and thus the industry's environment can be viewed as being continually hostile and turbulent. 

In addition, while these firms are heavily influenced by huge demands from political and 

legislative forces, domestic market recessions and diminishing economies of scale are also part of 

their reality. In general, while external environmental factors are capable of rendering existing 

firm-based capabilities obsolete (Shamsie et al., 2009), in the SA transition marketplace, this 

obsolescence is sufficient to threaten even the survival of the largest construction firms. This 

situation forced these firms to learn how to compete in an open, democratic economy, a context 

that they had little experience of. This shift and the effects were noted by former CEOs of three

of the six largest SA construction firms:  

“…suddenly exposed to post-1994 dynamics of globalization, Murray & Roberts 
was unable to compete effectively in markets it did not fully understand… a 
construction and engineering giant, its brand associated with key infrastructural 
landmarks developed over the past century. But, in the 1990’s the company lost its 

way and almost ceased to exist” (Former CEO, 2010).

“…Basil Read declared its biggest loss ever…the 55-year-old construction firm 
flirted with bankruptcy in the early 2000s (Former CEO, 2004).

“Seven years ago, [year 2000], Group [Group Five] hit a crisis in terms of control, 
profit and cash” (Former CEO, 2007). 

1.5 Sample justification 

Although it is not yet clear how, the fact that these large SA construction firms are still in 

existence reveals that these firms survived the shifting competitive environment; moreover, they

managed to record significant sustained growth. With an attempt to discover and theorize how 

and why top managers switch growth modes to navigate their firms through turbulent, hyper-

competitive and continually hostile post-94’ markets, this study contributes to the key strategic 

management enquiry: to determine factors that enhance firm performance and contribute to their long-

term survival. Careful empirical selection of an appropriate sample of cases to develop theory in 

this domain is vital. For instance, after acknowledging that we have limited insights on why firms 

switch from one growth mode to another, McKelvie and Wiklund (2010 p. 281) noted: 

“From an empirical point of view, more rigorous theorizing about which mode of 

growth firms chose and why, also has natural implications for careful empirical 
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selection of an appropriate sample, which involves making important choices as to 

what type of firm and why they are relevant to study the growth mode”. 

1.6 Methodology

This research aims to build rather than to test theory and thus quantitative research is not seen 

to be the appropriate method to answer the questions raised by this study. The empirical 

fieldwork of the study will draw on a multiple-case study of four of the six largest construction 

firms in SA. Methodologically, the study will adopt qualitative, interpretative grounded theory

(Gioia et al., 2012). With this method we will tap into the lived experiences of top managers and 

annual reports to form the basis of emerging theories regarding the subject at hand (ibid). The 

study also has abductive elements, as a number of key concepts are taken from the literature, 

while others emerge from the data during the analysis (Gläser & Laudel, 2013).

1.7 Thesis outline

Chapter one: Introduction

The chapter introduces and defines the concepts of expansion modes and thereafter identifies 

knowledge gaps, raises questions and establishes an area of knowledge contribution of this study. 

Then, a brief background of the South African political and economic environment is given, which 

will justify the relevance of adopting South African large construction firms as legitimate cases 

for the context of this study. Lastly, it gives a brief indication of the methodology adopted and 

the general outline of the thesis.

Chapter Two: literature review 

The chapter reviews the literature on corporate strategic growth modes and the concept of switch 

and identifies gaps in our knowledge. It also discusses the related theories of strategic change 

and how they fall short in filling the gap raised in this study. After showing that extant literature 

is silent about the gaps raised in this study, chapter 2 reveals that behavioral theory of the firm 

(BTOF) stand a chance to offer plausible explanations but rather through a new emergent stream 

instead of the dominant performance feedback. Further, it explains the importance of assuming 

a longitudinal perspective in studying the phenomenon at hand, as well as the need for the 

development of grounded theory in the subject under inquiry.
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Chapter Three: Research Methodology 

The chapter explains the methodology and study design adopted in carrying out the study. It 

also outlines and describes the data collection instruments, how the case studies have been 

administered, and data analysis methods.   

Chapter Four: Context of the study

The chapter gives the contextual landscape of the study by discussing the country (national) and 

the industry chronological development. This helps the understanding of what was happening in 

the operating environment outside the organizations. 

Chapter Five: Case-by-case analysis  

The chapter discusses in detail the narratives of each case, not only to establish stand-alone 

analytical units, but also to allow unique patterns within each case to emerge. It shows the 

importance of case-by-case analysis as an initial step towards the building of theory from 

multiples case studies. 

Chapter Six: Cross-case analysis 

This chapter presents the findings that emerged from the comparison across cases. It focuses on 

documenting and describing the similarities and differences that emerge from this analysis and 

attempts to identify patterns of strategic management behavior amongst top management that 

relate to the main research goals and questions addressed by this study.

Chapter Seven: Theory contribution and conclusions

The questions raised by the study and contribution to theory development are discussed. The 

chapter also shows how the emerging theory adds value to the broader strategic management 

research in general, and to the strategic change research in particular. Finally, the conclusions 

and limitations of this study are discussed, and suggestions for future studies in this domain are 

outlined.
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CHAPTER 2: LITERATURE REVIEW

2.1 Introduction

This literature review chapter is structured in the following way: firstly, the chapter discusses

two streams of literature on the growth modes separately. Subsequently, the chapter will discuss 

and examine the interplay between the different growth modes. It will be in the discussion of this 

interplay between the growth modes that a relevant gap in the literature will be identified and 

examined. Lastly, the chapter will briefly discuss the importance of taking the time dimension

into consideration as a central issue in studying this phenomenon.  

2.2 Defining organizational growth and its research streams

Not only there are many studies of growth, but there are also many definitions of growth (Gupta, 

et al., 2013 p.2) …. 

“Growth can be defined in terms of revenue generation, value addition, and expansion in 

terms of volume of the business. It can also be measured in the form of qualitative features 

like market position, quality of product, and goodwill of the customers”. 

In this study, a workable or close definition is the “expansion in terms of volume of the business”. 

Growth in organizations is imperative for several reasons such: it is very closely related to firm 

survival, organizational performance, innovation and changes, growth to employment, economic 

growth, etc. (Penrose, 1959; Carrizosa, 2007; McKelvie & Wiklund, 2010, Lockett et al., 2011). 

One of the comprehensive studies of organizational growth was conducted by McKelvie and 

Wilklund (2010) that showed that there are three streams of growth in the literature. In a review 

of 82 articles from the leading management and entrepreneurship journals over the past 15 years 

(1996-2006), McKelvie and Wiklund (2010) in attempting to explain differences in growth 

identified that there are three research streams of growth a) growth as an outcome, b) the 

outcome of growth, and c) the growth process and three basic modes of growth (organic, 

acquisitive, and hybrid). The table below provides a clarification of these three streams of growth 

research. 
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Table 2.1: Three Streams of Growth Research
Research stream Traditional research

Growth as an outcome A set of independent variables are used to predict differences in growth rates across 
firms

The outcome of growth Managerial problems resulting from growth within a stage of development and/or 
during the transition between stages

The growth process Examines the internal “how” aspects of growth including different aspects of growth 
and limitations to growth

Source: McKelvie and Wiklund (2010)

Growth as an Outcome

According to McKelvie and Wiklund (2010) the most popular stream examines growth as an 

outcome. Many scholars in this stream of research use growth as the dependent variable and its 

primary objective is to explain varying growth rates and increments of growth (ibid). Different 

theoretical frameworks are adopted by previous studies (Baum, Locke, & Smith, 2001, Batt, 2002, 

Barron, 1999; Gilbert et al., 2006) to explicate the variances, such as:

1. Population density approaches,

2. Firms’ human resource practices,

3. Individual traits and motivations, 

4. And recently

a. Personal characteristics of the entrepreneur, 

b. the resources available to the firm, 

c. the strategy of the firm, 

d. the geographic location of the firm, and its industry context as the most used predictor 

measures. 

One of the most in-depth studies in this stream of research was conducted by Storey (1994). After 

reviewing the most common variables used to predict differences in growth rates, Storey (1994) 

concluded that there are very few variables that have a similar influence on growth across 

different studies. Despite many studies nothing has changed according to McKelvie and 

Wilklund (2010). For instance, after several studies that attempt to integrate multiple theoretical 

perspectives and levels of analysis, models generated by research studies are only able to explain 

a limited number of the differences in growth among firms (ibid). As a result, after many studies 

have been conducted to explain the firm-level growth differences, the main finding in this stream 

of literature is that researchers have been unable to isolate variables that have a consistent effect 

on growth across studies (Weinzimmer et al., 1998; Shepherd &Wiklund, 2009). For instance, 

several leading scholars (Gilbert et al., 2006; Shepherd & Wiklund, 2009; Storey, 1994, etc.) on 
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growth-based research agree that, although many different measures of growth have been used, 

including sales levels, profitability, number of employees, market share, etc., the choice of growth 

measure represents a different type of growth, which may (or not) reflect growth in terms of 

other metrics. Simply put, these different measures are not interchangeable (McKelvie & 

Wilklund, 2010). In addition, Murphy et al. (1996) and Delmar et al. (2003) found that one 

positive predictor of growth may be a negative predictor of another type of growth.

The Outcome of Growth

Another line of research looks at the outcomes of growth and by so doing does not deal with 

explaining variance in growth rates, but rather, takes growth as a given and thereafter examines 

its consequences (McKelvie & Wilklund, 2010). By far, according to Phelps et al. (2007) the most 

dominating studies within this stream tend to make use of the stages of development, life cycle, 

and stages models arguments. Research in The Outcome of Growth stream is conflicted with a 

major limitation in that all the theoretical models generated assume that growth takes place 

using specific organizational arrangements (McKelvie & Wilklund, 2010).  In this line of research 

only growth through organic mode is considered as major focus of enquiry, leaving no room for 

acquisition growth, or for growth through diversification (ibid). This is also common to those 

who study growth through acquisitions. For instance, in their study that revealed that long 

surviving firms interchange between organic and acquisition growth, Vermeulen and Barkema 

(2001) argue against prior studies that concluded that growth through acquisitions lock firms 

into a trajectory of making acquisitions only, as advocated by Hitt et al., (1990, 1996) among 

others. Instead, they argue that in practice, organizations appear to follow a diverse growth 

strategy, sometimes growing through acquisitions and sometime through organic mode, as 

promoted by several scholars (Penrose, 1959; Lamont & Anderson, 1985). This current study is 

supportive of this view 

Growth as a Process

Although we all know that growth is a process that is the differential outcome between two 

points in time (Delmar et al., 2003; Penrose, 1959), according to McKelvie and Wilklund (2010) 

there are very few studies about the issue of how firms grow, such as the growth process. Unlike 

the two streams of research (The Outcome of Growth and Growth as an Outcome) discussed above, 

which deal with growth as either an input or an output, this stream of literature attempts to

analyse the internal nature of growth and specifically what goes on within the firm while it is 
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growing (McKelvie & Wilklund, 2010).  One of the dominant studies in this area is Penrose (1952, 

1959) and several recently published studies in leading journals examining growth have used 

(and continue to use) Penrose’s theory (Garnsey et al., 2006; Macpherson & Holt, 2007; Mishina, 

Pollock, & Porac, 2004; Pettus, 2001). This area of research stream is limited, and there are a few

overlapping elements between this stream and other two streams (McKelvie & Wilklund, 2010).

One of the key contributions of Penrose’s (1959) work is that, while new knowledge generated 

by organic growth, such as the release of a new product, is path dependent and closely 

intertwined with the firm’s existing knowledge base, growth through acquisitions allow firms, 

not only to break away from path dependence, but also obtain the productive services and knowledge 

that are necessary for a firm to establish itself in a new field” (Penrose, p. 126). This is in line with 

Leonard-Barton’s (1992) argument that, while core capabilities are core rigidities that have been 

helpful in the past to release new products, they can be limiting the future organizational growth,

new ways of organizing, and rich knowledge and experience-bases that comes from acquisitions 

are helpful in this regard (Levitt & March, 1988, March 1991). Over time this turned out to be 

one of the factors that help firms obtain longevity and performance. This notion is supported by 

the argument and findings of Vermeulen and Barkema (2001). For instance, after arguing that 

while ongoing exploitation of a firm’s knowledgebase through organic growth causes firms to 

become more simple and inert, acquisitions in contrast, may broaden the organization ’s 

knowledgebase by breaking inertia and fostering knew developments (Kogut & Zander, 1992). 

Following this argument, Vermeulen and Barkema’s (2001) empirical findings reveal that the 

expansion growth patterns of the long surviving firms, show that organizations alternate 

between organic growth and growth through acquisitions strategies. Penrose (1959) argues that 

this alteration emerges because of an opportunity set that is shaped by the top managers’ ability 

to use any resources at their disposal, including managers’ entrepreneurial capabilities. This is 

also in support of March’s (1991) argument that the acquisition of resources and knowledge may 

enable the firm to break away from established resource combinations, paths of actions, and ways 

of thinking as indicated by exploratory learning. In short, according to McKelvie and Wilklund 

(2010), Penrose’s careful study of the growth process leads to the conclusion that the choice 

between acquisition growth and organic growth is a strategic one and that the two processes are 

fundamentally different in many respects. As a result, building on Penrose’s (1959) distinction 

between entrepreneurial and managerial services, several studies in this stream of research 

conclude that organic and acquisition growth might be different processes, requiring diffe rent 
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explanations in terms of the entrepreneurial and managerial resources and services. This current 

study not only supports this view, but its findings add to this stream of research. A deep 

discussion on the selection between these growth modes and the gap in the literature in this area 

of study, is conducted below. 

Proposed research agenda to advance the growth-based research

Although McKelvie and Wilklund (2010) acknowledge that they are not the first to promote 

advancement in growth-based research, they argue that unlike other calls, their call is different. 

Prior studies calling for more research involve the following: 

• need for longitudinal data and more careful consideration and 
measurement of the unit that actually grows (Davidsson & Wiklund, 
2000).

• more careful matching of the growth theory in use and the measurement 
of growth (Shepherd & Wiklund, 2009).

• reliance on methodologies that get close to practice, such as 
ethnography (Macpherson & Holt, 2007); or quite the opposite, namely 
increased use of sophisticated statistical methods (Coad, 2007). 

Although McKelvie and Wiklund (2010) agree that our knowledge will benefit if growth research 

develops in new directions, however, rather than suggesting greater methodological or 

conceptual sophistication, they suggest that research will advance even further by paying 

attention to the “suggested areas” stated in the table and discussed below. 

Table 2.2: Suggested Research Questions for Three Streams of Growth Research
Research stream Traditional research areas Suggested research areas

Growth as an outcome 
A set of independent variables are used 
to predict differences in growth rates 
across firms

• The choice between modes of growth
• The parallel combination of growth modes
• The sequencing of different growth modes

The outcome of growth 

Managerial problems resulting from 
growth within a stage of development 
and/or during the transition
between stages

• Similarities and differences of managerial 
implications of different modes of growth.

• Performance implications of acquired vs. 
organic vs. hybrid growth

The growth process

Examines the internal “how” aspects of 
growth including different aspects of 
growth and limitations to growth

• Extension of Penrose’s growth theory to 
account for (a) 50 years of changing 
corporate realities and theoretical 
development and (b) hybrid growth modes 
(building on the resource-based view).

• Longitudinal, real-time case studies of 
firms utilizing different growth modes. 

Source: McKelvie and Wiklund (2010)
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Combination aspects of suggested research areas as used in the study

After McKelvie and Wiklund (2010) identified three research streams (Growth as an Outcome, 

The Outcome of Growth, and The Growth Process) together with the three modes of growth 

(organic, acquisitive, and hybrid), they suggested that researchers have prematurely tried to 

answer questions of “how much” firms grow, instead of answering first “how” firms grow, i.e., 

what mode of growth firms use and why. They strongly argue that a more explicit focus on 

growth modes is not only necessary, but also that this focus has serious implications for 

understanding the phenomenon of growth, from a theoretical, empirical, and policy-making 

perspective (McKelvie & Wiklund, 2010). Several scholars (Achtenhagen et al., 2017; Wright & 

Stigliani, 2012) agreed with this notion and further state that because of the traditional approach 

in growth-based research streams, extant literature tell us very little about the driving factors 

regarding the switch between expansion modes. Others (Clarysse et al., 2011; Iacobucci & Rosa, 

2010) have even gone further to argue that, while the entrepreneurial growth literature is 

extensive, research on how firms grow, why they grow according to different patterns, and the 

contextual dimensions in which such growth takes place, has been neglected. As a result, 

although in this study a combination of suggested areas from a) the outcome of growth (such as: 

managerial implications of different modes of growth, and performance implications of acquired 

vs. organic growth) and b) the growth process (such as: longitudinal, real-time case studies of firms 

utilizing different growth modes), is selected to be part of this study, much attention is on growth 

as an outcome. 

Growth as an outcome: a link to the current study

The growth as an outcome stream according to McKelvie and Wiklund (2010) is an attempt to 

predict the mode of growth. As with the current study, they believe that such efforts will be more 

successful and of great value, not least because an important reason why predictions of growth 

rates have been so unsuccessful is precisely because they have failed to account for the fact that 

firms can and do choose different modes of growth (ibid). A baseline research question would be 

to explain which mode of growth firms choose and why (ibid). It seems that such a research 

question could be fruitfully studied within a discrete choice framework and relevant outcomes could 

be no growth, acquired growth, organic growth, and hybrid growth (ibid). The outcomes 

analysed in this current study is the switch from one growth mode to another, using organic and 

growth through acquisitions as the focus. In addition to a prediction of mode of growth, there are 
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some theoretical implications in embracing different modes of growth. For instance, after their 

findings reveal that the expansion of the longstanding firms showed that organizations alternate 

from organic to growth through acquisitions, and vice versa, Vermeulen and Barkema (2001 p. 

470) stated: 

“An interesting issue for future research would be to explore which contingencies 
(managerial, structural, institutional, and so forth) stimulate firms to strike a balance 
between the two modes over time…”.

This is important for three reasons. One, it contibutes to the key enquiry of strategic managemet 

scholarhip, that is, how firms obtain sustainable performance over time. Two, McKelvie and Wilklund 

(2010) argue that focusing on modes of growth may provide better insights into causal 

mechanisms behind growth, which is the aspect of a theory that explains why a specific outcome 

occurs (Hedstrom & Swedberg, 1998). This is because Penrose (1959) and McKelvie and 

Wilklund (2010) suggest that the mechanisms leading to organic growth are different from those 

that lead to acquisitive growth. Thirdly and lastly, it will add to our knowledge of BTOF. 

2.3 The two analyzed growth modes

As noted above, Edith Penrose’s (1959) classic book, The Theory of the Growth of the Firm, 

presented a clear dichotomy between organic and inorganic growth as broad strategic modes of 

growth available to firms. Relevant research related to these two distinct growth modes, is 

discussed below. 

Organic growth: definition, the benefits, advantages, and disadvantages

According to Dalton and Dalton (2006), organic growth is implemented when a firm grows from 

within its assets and productive resources. It is also known as core growth as it utilizes the 

company’s operations or the core capabilities of the firm to implement growth (ibid). This growth 

path refers to the internal growth mode principally because it is focused on the process of asset 

replication, exploitation of capabilities and technologies, improving customer relationships, and 

innovation leading to new products and services to fill gaps in the market (Chari, 2017). It 

involves according to Duckler (2015) selling more of the current or internally developed new 

services and products to its current or new geographical clients to further penetrate the market. 

It thus relies on leveraging the organization’s capabilities and resources to pursue growth and

expansion (ibid). For instance, in several studies it was shown that Japanese firms displayed a 

clear tendency to expand through internal growth by means of producing clones of themselves

in distant markets (Cho & Padmanabhana, 1995; Wilson, 1980; Florida & Kenney, 1991; Hennart 
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& Park, 1993; Prahalad & Hamel, 1990). This turned out to be the most efficient way for these 

companies to transfer Japanese capabilities and to obtain competitiveness (ibid). Hutzschenreuter 

and Hungenberg (2006) state that in adopting this growth mode, firms are capable of 

recombining already existing capabilities, expertise and resources and house them in new 

competitive or performing business formations. According to Burgelman (1983), Rohrbeck et al. 

(2009) and Berlo (2013), this expansion pattern is closely associated with several internal 

developments such as:

• newly established subsidiary firms, 

• new strategic business units; and 

• new products or services via R&D initiatives 

Organic growth typifies developments which exclude the involvement of external firms, by 

drawing exclusively on internal resources of the organization to expand the firm (Burgelman, 

1983; Rohrbeck et al. 2009; Berlo, 2013). Because there is no clear reported evidence of R&D 

initiatives, this study, only adopted the first two (e.g. subsidiaries and strategic business units) to 

represent the organic growth mode. The following table shows organic growth advantages and 

disadvantages (Wanjiru & George, 2015; Sollner, 2009; Lockett et al., 2009; Wortmann, 2001):

Table 2.3 Organic growth advantages and disadvantage
No. Advantages Disadvantages
1. Much easier control strategy 
2. Protects organizational culture Vulnerable to liquidity problems. 
3. Less risk - expanding what the business is good at Slower rate of expansion
4. Can maintain management style, culture & ethics Limited expansion.
5. Encourage internal entrepreneurship Depends on the stage of the industrial cycle 

Source: authors’ compilation 

Inorganic growth: definition, the benefits, advantages, and disadvantages

Whereas the organic growth mode draws exclusively from internal resources of the firm to 

execute its growth (Burgelman, 1983; Rohrbeck et al. 2009; Berlo, 2013), the inorganic mode in 

contrast draws on external firms via the following strategies (Dess & Lumpkin, 2005; Keil, 2004):

• Acquisitions and mergers; 

• Joint ventures; and 

• Strategic alliances. 

In other words, contrary to the organic mode it involves leveraging external firms’ capabilities 

and resources in the process of executing its expansion plan (Keil, 2004; Schildt et al, 2005). For
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the purpose of this study, among these several inorganic growth options, the focus is on growth 

through acquisitions. Because joint ventures are of a temporary nature, and no clear nor sufficient

evidence of strategic alliances was found in the empirical case studies, this study only adopted 

acquisitions to represent the inorganic growth mode. Among many other issues, this option is 

regarded to be the fast-track method, not only to unlock value for shareholders (Chari, 2017) but 

also to achieve economies of scale; market dominance and quick market entry (Lockett et al., 

2011). Through an acquisition “one firm buys controlling interest in another firm and the 

acquired business is integrated within current operations or becomes a subsidiary of the 

acquirer’s portfolio” (Lockett et al., 2011, p. 52). By doing this the acquirer can quickly enter new 

markets and increase its market share in a relatively short period of time (ibid). Acquisitions are 

part of a company’s growth strategy in which it is seen to be more beneficial to take over an 

existing firms’ operations compared to expanding at its own pace (Chari, 2017). 

The different growth modes of expansion that are discussed above are presented here as if they 

are mutually exclusive in practice. This need not be the case, because during the life span of the 

organization it cannot be assumed that firms stay only in one growth mode (Achtenhagen, et al., 

2017). To deal with such outliers in firm behaviour, in this thesis we focus on identifying the 

“dominant” growth mode over a period of time. Firms can switch between dominant growth 

modes, but we need to know more about why and how they would do so. Below is a table 

summarizing advantages and disadvantages of growth through acquisitions from several studies 

(Wanjiru & George, 2015; Sollner, 2009; Lockett et al., 2009; Wortmann, 2001):

Table 2.4 Acquisition growth advantages and disadvantage
No. Advantages Disadvantages
1. Ability to create synergies It can destroy value
2. Increased Market Share It is costly or expensive 
3. Economies of Scale It can create a clash of different cultures.
4. Access to Talent It can reduce differentiation within the marketplace
5. Reducing competition. It may hamper the strength of a brand.
6. Quickly fill-in critical service gaps It can create internal fallout
7. It can reduce training costs.
8. It can quickly meet stakeholders’ expectations

Source: author’s compilation 

Rationale behind switch in growth modes: gap in the theory

In a review of 82 articles from the leading management and entrepreneurship journals over the 

past 15 years (1996-2006), McKelvie and Wiklund (2010) in attempting to explain differences in 

growth found that very few studies paid attention to the qualitative differences between firms’ 
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expansion modes. Instead, they found that the majority of the research has been preoccupied with 

differences in growth across firms, not acknowledging that there may be substantially qualitative 

differences in terms of how organizations go about achieving this growth. Indeed, extant

literature on both modes (Marinescu, 2016; Ortiz-de-Urbina-Criado, et al, 2014; Capron & 

Mitchell, 2009; Aktas, et al., 2008; etc.), pays most attention to the following:

• How and when to implement each mode;

• How to successfully choose between growth modes; 

• Their individual impact on performance.

• Advantages and disadvantages of each mode;

• Which mode performs better in the short or in the long-run; and 

• Required distinct skillsets; abilities; etc., of top managers to successfully implement each mode. 

These research streams have provided valuable insights into each of the two growth modes;

however, areas still exist that remain under-explored. For instance, McKelvie and Wiklund

(2010) argue that we do not know why companies switch sequentially between growth modes, 

i.e., start with one mode and then move to another mode. Several scholars point at issues that 

prevent theory development in this area. First, many previous studies have adopted a cross-

sectional perspective which can tell us very little about why different growth modes follow on 

from each other, and the driving factors behind such changes (Achtenhagen, et al., 2017). In line 

with this, Davidsson et al. (2007) have noted that studies have been flawed in adopting a cross-

sectional approach to what is essentially a longitudinal phenomenon. This is why there are few 

insights into how unfolding contextual factors shape different patterns and modes of growth and 

their associated processes (Wright & Stigliani, 2012). Achtenhagen, et al. (2017) argue that 

although it has been acknowledged that only longitudinal studies can reveal how different 

growth modes follow upon each other, and what drivers lie behind such changes, we still know 

little about such drivers. 

Having acknowledged that the chosen growth strategy can alter over time, some experts in this 

line of research (e.g., Capron, 2016; Capron & Mitchell, 2010; Lee & Lieberman, 2010; etc.) limit 

their analysis to the selection of a mode within a given context, ignoring the potential 

longitudinal drivers of the selection of different growth modes. As a result, some scholars (Lee, 

Brown & Schlueter, 2016; Delmar, Davidsson & Gartner, 2003) noted that the neglected aspect 

in this stream of research is how firms grow via organic growth, or via acquisitions, and 

particularly through a combination of both. Because this research stream is so limited, McKelvie 
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and Wiklund (2010) are of the view that extant studies have paid too much attention to "how 

much" growth, neglecting the "how firms grow" aspect, particularly with regard to the sequencing 

of different growth modes over time. 

Similarly, several scholars (Wright & Stigliani, 2012; Clarysse et al., 2011; Iacobucci & Rosa, 

2010) argue that while the entrepreneurial growth literature is extensive, research on how firms 

grow, why they grow according to different patterns, and the contextual dimensions in which 

such growth takes place, has been neglected. Simply put, some firms expand through organic 

growth, others through acquisition-based strategy, and some by a combination of these two. We 

also see that firms sometimes switch from one dominant pattern of growth to another, but we 

know little about why and how these firms’ top managers sequentially switch from one mode to 

another over time (Achtenhagen, et al., 2017; Berlo, 2013; McKelvie & Wiklund, 2010). While 

we can observe that these growth modes are adopted in practice across industries (Keil, 2004; 

Rohrbeck et al. 2009) and that they affect sustainable growth positively (Ungerer et al., 2015), 

explanation of this phenomenon depends on discovering and explaining the key drivers of these 

particular outcomes. In line with this, the current study wants to go beyond the analysis of the 

expansion mode selection in a given context and based on a cross-sectional dataset. Rather, the 

study aims to contribute to an account of what key driving factors enable top managers to switch 

from one dominant pattern of growth to another, over time. 

2.4 Centrality of time

It is important to take a longitudinal view, in contrast to a cross-sectional perspective, when 

attempting to answer our research questions. This is because by removing time from theoretical 

explanations, Langley et al. (2013) argue, variance theorizing tends to abstract away from the 

temporal flow of much of organizational life. Further, given the inescapability of time and timing 

in human affairs in general, and in the lives of organizations, if we neglect time, we might not 

uncover the drivers of these outcomes (ibid). Again, unlike variance questions that deal with co-

variation among dependent and independent variables, process questions, such as in the current 

study, focus on evolving phenomena and draw on theorizing that explicitly incorporates the 

temporal progressions of activities and events as elements of explanation and understanding

(Langley, Smallman, Tsoukas, & Van de Ven, 2009; Mohr, 1982).

Also, unlike in cross-sectional research, longitudinal datasets are more grounded in the 

sequential connectedness, and unfolding of actions (Abbott, 1992), and rely tightly on the 



570189-L-bw-Nghona570189-L-bw-Nghona570189-L-bw-Nghona570189-L-bw-Nghona
Processed on: 16-11-2021Processed on: 16-11-2021Processed on: 16-11-2021Processed on: 16-11-2021 PDF page: 26PDF page: 26PDF page: 26PDF page: 26

1

unfolding interconnections to describe why particular outcomes emerge and how top managers 

understood these outcomes (Stevenson & Greenberg, 1998). The focus on unfolding 

interconnected events, which result in a particular outcome, in the context of this study a switch 

from one growth mode to another, inherently makes the nature of this study process oriented. This 

is because in order for a strategic switch to occur, events must have evolved which influence the 

top managers’ beliefs and perceptions, and give them not only the confidence, but also the ability 

to formulate an image of the currently non-used growth strategy as being attractive. In principle

scholars could employ a quantitative perspective, using statistical tools to identify instances 

whereby top managers decide to switch from one growth mode to another. Or they could model 

this pattern and identify factors that mediate the emergence of a new growth pattern. Although 

significant insights could emerge from such an approach, they might be limited because in order 

to theorize about social, underlying and dynamic factors impacting on top managers’ decisions 

about such patterns, we would need to know better what factors we need to take into account. 

The factors that need to be explored are twofold. On one hand, as Child (1972) puts it, choices 

and decisions regarding strategic growth mode change rest with the top managers. This 

discretion can best be considered as an outcome emanating from diverse interactions within and 

around top managers (Hambrick & Mason, 1984). On the other hand, unfolding contextual 

factors might play a role in shaping different patterns and modes of growth (Wright & Stigliani, 

2012). 

Why top managers switch from one growth pattern to another, is thus an enquiry about factors

influencing the top manager’s subjective discretion and what was unfolding in the operating 

environment at the time, reflections and interpretations on the past and aspirations of the future. 

Taken together, these factors are, to a large degree, unquantifiable phenomena driving top 

managers’ behavior, and can best be analyzed through qualitative narratives. It is no wonder that 

scholars admit that explaining organizational change is complex (Rajagopalan & Spreitzer, 

1997), particularly concerning the role of top decision makers (Oreg & Berson, 2019). 

Nevertheless, the adopted method provides means by which scholars can comprehend how the 

executives socially construct and codify meanings which drove their behaviors, based on their 

complex lived experiences. In summary, explanation of this phenomenon depends, firstly, on 

mapping out over a long period of time, the interplay between expansion growth-modes, using 

archival datasets such as annual reports and newsletters. Secondly, on conducting interviews,

which allows researchers to tap into the lived experiences of the top manager to form the basis 
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of emerging theories regarding the factors that motivated them to switch the growth mode. As 

mentioned above a switch is a strategic change behavior, and below we look at theories of 

strategic Waldman et al. 2004change. What does the literature say about changes in strategy? 

Recognizing the influence of changing strategies on organizational performance, the strategic 

management research has been increasingly concerned with top managers and their effects on 

strategic changes and firm performance. Scholars in this line of research find that among many 

factors, changes in corporate strategy are mainly influenced by either internal organizational or 

external environmental factors (Lockett et al., 2011; Jemison, 2002, etc.). 

2.5 Major role players in strategic decisional changes: top management 

In general, studies on corporate strategy provide explanations of why firms within and between 

industries differ in their performance. Recognizing the influence of changing strategies on firm 

performance, the strategic management field over the years has become increasingly concerned 

with top managers and their influence on strategic changes and firm performance (Waldman et 

al. 2004). The basic principle in strategic management scholarship is that top management plays 

a dominant influential role in formulating corporate strategy and its changes (Westphal et al., 

2001 etc.). As a result, according to Child (1972) strategic change is a responsibility of top 

managers and in this managerial duty, their role is to interpret business environment, decision 

situations, make conscious choices and, thereby, influence strategy. The choices and decisions 

regarding strategic growth change rest with the top managers (ibid). Therefore, why top 

managers switch from one growth pattern to another, is thus an enquiry about factors influencing 

the top manager’s subjective discretion and what was unfolding in the operating environment at 

the time, reflections and interpretations on the past and aspirations of the future. As a result, top 

managers are not only responsible for key decision making (Oreg & Berson, 2019), they are also

viewed as major source of strategic change and thus organizational fortunes (Child 1972; Cyert 

& March 1963; Hambrick & Mason 1984). Whereas a deterministic view attributes a rather 

limited role to managers in the context of strategic change (Aldrich 1979; Hannan & Freeman 

1977), a dominant view in the literature assumes that top managers have considerable influence 

over strategic change (e.g. Astley and Van de Ven 1983; Child 1972; Miles et al. 1978). 

2.6 Deterministic external environmental factors 

An alternative stream of research that explains change of corporate strategy within the strategic 

management field draws largely on the external conditions faced by the firm, as influential factors 
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resulting in changes in strategy. An argument here is that a change of strategy is primarily 

determined by environmental conditions, which strongly compels top managers – irrespective of 

their demographics, choices, capabilities, to adapt their corporate strategy to find environmental fit

(Luftman, 1996; Croteau, Bergeron & Raymond, 2001). Evidence from this line of research 

suggest that among many factors, a change in corporate strategy is mainly influenced by the 

dynamism, hostility, turbulence, or rapid changes in market conditions (Nickerson al., 2003). 

This line of research assumes market competitive conditions influence strategic change, without 

ascribing a large role to top managers, apart from rationally interpreting changes in external 

conditions and translating these into new strategies. As a result these studies tend to present

empirical evidence regarding the link between (changes in) the environment and (changes in) the 

strategies of firms, without fully theorizing why and how top managers decide and manage to 

switch their strategy from one growth mode to another. 

Strategic alignment: constant effort to fit with external changes   

As the environment is continually changing, it is necessary for strategy to change accordingly 

to maintain a “balance” or “fit” with the external environment (Lee & Lui, 2008). Strategic 

alignment emphasizes the role of organizational flexibility, adaptation, and the ability to respond 

well to changes in both the external and internal environment (Alagaraja, Rose, Shuch & 

Bergman, 2015). As a result, the alignment literature recognizes the importance of an 

organization’s connection to the external environment , involving suppliers, new markets, 

customer groups, and shareholders (Powell, 1992). The importance of strategic alignment is not 

only well known, but this is also a well-established literature (Jouirou & Kalika, 2004). Early 

contributions in the literature emphasized the importance of strategic fit with external factors 

such as industry characteristics, environmental threats; and internal factors such as 

organizational culture and structure (Ansoff, 1965; Andres, 1971). Some have suggested that the 

organizational “fit” with the external environment results from the interactions and general 

responses of the organization to the change in operating environment (Lawrence & Lorsch, 1967; 

Thompson, 1967). Some scholars argue that strategic alignment continues to be ranked as one 

of the most important issues faced by top executives (Luftman, 1996; Croteau, Bergeron & 

Raymond, 2001; Nickerson & al., 2003, Kalika & Kefi, 2003, etc.). Most of these investigations 

examine the impact of alignment on firm performance (Jouirou & Kalika, 2004). The necessity to 

change corporate growth strategies to meet the changing market environment has received 

undisputed empirical evidence. However, although useful, the explanatory power of 
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organizational strategic alignment fails to give us a plausible account of why and how top 

managers switch between strategic growths modes. 

2.7 Behavioral explanations of strategic changes: backward-looking & forward-looking logics

According to Gavetti and Levinthal (2000), behavioral theories of firm behavior can be classified 

in two decision models: backward-looking and forward-looking behavioral logics. The decision 

rules used in the backward-looking approach posit the performance feedback mechanism as a

critical determinant explaining firm behavior. In the forward-looking approach in contrast, the 

cognitive representations mechanism of the future is regarded to be a critical determinant of 

organizational choices and actions. 

Backward-looking approach: performance feedback logic 

According to Cyert and March (1963) BTOF is regarded to be the first systematic theory of a 

firm’s backward-looking search behavior. Central to this logic is that organizational behavior is 

goal-directed, history dependent and determined by simple rules (Levitt & March, 1988). Here, 

firms set goals and aspirations to guide decision making, and the success or failure of an 

organization’s performance is judged and evaluated against its aspirations (Gavetti et al., 2012). 

As a result, performance feedback provides firms with a basic idea of how well they are doing and 

whether they need to search for alternatives and make routine changes (Greve 1998, 2003; Lant 

1992). In this backward-looking logic, a firm will engage in problemistic search, due to negative 

feedback or discrepancies, if performance falls below the aspiration level. Put differently, the

problemistic search is triggered when organizations fail to attain their aspiration – the minimal 

outcomes that would be deemed satisfactory by the decision makers – the top managers (Cyert & March, 

1963, Schneider, 1992). This interpretation influences organizational behavior (Milliken & Lant, 

1991), in that, when top managers are dissatisfied with their past performance, they begin to 

search for alternatives that may deviate from their normal routines (Gavetti & Levinthal, 2000). 

According to the BTOF the search for new solutions is triggered by the problem of not achieving 

targeted performance. The recorded discrepancy between low performance compared to targeted 

or aspiration levels (Cyert & March, 1963; Lant & Mezias, 1992) may also serve as an impetus 

for a firm to search for new solutions. As result, this problem or failure to achieve organizational 

goals serve as a catalyst for an organizational search (Cyert & March, 1963). The comparison of 

performance achieved with initial aspiration, rather than the value of past performance alone, 

determines subsequent organizational behaviour. This is the case because organizations are goal-
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directed systems that use simplified rules to adapt behaviour in response to performance feedback 

(Cyert & March, 1963 and Che, 2008). This logic is widely reported in research on organizational 

risk taking for example (Baum et al. 2005, Miller & Chen 2004), strategic change (Greve & Taylor 

2000, Park 2007), and search and innovation (Chen & Miller 2007, Bromiley et al. 2001 and 

Greve 2003). The use of backward-looking logic in explaining the BTOF has given strategy and 

organizational scholars many useful insights on organizational change (Gavetti et al., 2012), as 

discussed below. 

Strategic change

As proposed by BTOF, extant research has revealed clear empirical evidence that performance 

below the aspiration level increases the rate of strategic changes (Greve, 1998). The majority of

evidence shows that low performance is a problem that triggers top managers to change strategy 

in search of the solution. This is because performance feedback provides firms with a basic idea 

of how well they are doing and whether they need to search for alternatives to make changes 

(Greve 1998, 2003). The link of changes in strategy with performance below aspiration level is 

supported by previous research (Greve, 2003, Chen & Miller, 2007, Chen, 2008, Giachetti & 

Lampel, 2010). Although some research on poor performance and strategic change offers mixed 

findings (Gaba & Joseph 2013; Gordon et al. 2000; Lant et al. 1992), several studies show that 

the initiation of strategic change in response to poor performance is affected by the initial 

aspiration levels (Greve 2002; Lant & Mezias 1992; Park 2007).  

Risk preference 

On risk taking for instance, prior studies showed that top managers actions differ depending on 

whether organizational performance is above or below aspirational levels (Greve , 1998, 2003, 

etc.). When an organization is not performing as per aspiration, top managers are likely to engage 

in risky behaviors that are known to have uncertain outcomes such as R&D, breakthrough 

innovations, launch new technologies, etc., (Fleming & Bromiley, 2003; Audia, et al., 2000). As a 

result, performance feedback provides a plausible logic to explain the risk-taking behavior with 

respect to organizational actions and strategic renewal (Fleming & Bromiley, 2003; Greve, 2003). 

According to Chen (2008), although the extant body of knowledge has not yet fully explained 

how the top managers’ expectations influence organizational behaviour, prospect theory and 

variable risk preferences provide a relevant behavioural prediction. According to prospect theory 

for instance, decision making is affected by the framing of a future state as compared with the 
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status quo: likely gains or likely losses (Kahneman & Tversky, 1979). Here, top managers appear to 

seek risk when their organization perform below the target level and appear to be risk-averse 

when they perform above their target level (ibid). among other studies, Chen ’s (2008) empirical 

findings supported this argument. For instance, while his findings is supported by prospect 

theory and variable organizational risk-taking argument that firms are reluctant to take on the 

risk of exploring the unknown, when top managers’ expect a gain, they also exhibit that top 

manager’s increase resource allocation (take-risk) spending when they expect performance to fall 

below the performance target in the coming year. Also, Greve (2003) concluded that poor 

performance relative to aspiration levels appears to serve as a “master switch” that influence risk 

taking, and therefore offer organizational behavior explanation. 

In sum, as shown in the discussion above, extant studies on risk preferences and strategic changes 

have clearly shown that performance feedback is a determinant factor that has contributed to the 

advancement of BTOF. Although this current focus on backward-looking logic of the BTOF has 

provided valuable insights, nevertheless areas remain that are under-explored. This notion is 

supported by several studies. As a result, those who subscribe to this new research stream argue 

that, for a full picture, BTOF also needs to incorporate forward-looking decision making and 

actions made for distant the future (Chen, 2008; Gavetti et al., 2012). This is at present limited 

in the literature as discussed below. 

Forward-looking approach

The forward-looking logic is based on the premise that beyond reacting to problems in search of 

solution to poor performance, some decisions also emanate from deliberate attempts to anticipate 

and navigate future business environments (Chen, 2008). Here, rather than just responding to 

performance feedback against aspiration level, top managers’ can and do take proactive decisions 

and actions based on projections about the future, as means to preparing for it (Chen, 2008). As 

a result, future research is called for to investigate the forward-looking decisions in contingent 

situations (e.g., uncertainty or different industry settings), where top managers prefer one 

decision-making approach over another (ibid). This is because forward-looking choices tend to 

differ from feedback-based choices, in terms of the set of alternatives considered (Gavetti et al., 

2012). As a result, Chen (2008) recommended that behavioral forward-looking logic could also 

be applied to studies traditionally dominated by backward looking rationale, such as decision 
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making, risk preference, and change. Findings of this current study contribute to this research 

stream. But what exactly are the elements of the forward-looking logics? 

Cognition representation

As means to break away from traditional backward-looking that dominates the BTOF, Gavetti 

and Levinthal (2000) conceptualized forward-looking search activity as cognitive based, i.e., 

decision makers have mental models of the future and believe in certain links between choice of 

action and the subsequent outcome of actions. In a cognitive-based approach, decision makers 

form mental models of the environment and explicitly consider possible consequences within the 

frameworks of these models before making decisions (March & Simon, 1958). According to 

Gavetti and Levinthal (2000), cognition serves as a forward-looking intelligence embedded in a 

top manger’s beliefs about the links between choices of action and the subsequent outcomes of 

those actions. The beliefs may not be accurate, and the cognitive image of the future may not 

perfectly mirror the real world (Chen, 2008). This is line with Gavetti and Levinthal (2000) 

depiction of decision makers, who, although bounded by rationality, still anticipate the broad 

consequences of broadly defined courses of action, based on simplified cognitive representations 

of identified future business settings. This bounded rationality, they argue, does not prevent top 

executives from coarsely foreseeing the consequences of alternative course of action (ibid). By 

cognitive representation they mean, top managers form mental description of the future business 

environment, which informs them about subsequent decisions to take. This notion is supported 

by Gavetti et. Al. (2012), who argue that how top management represents a given competitive 

business settings, affects what strategic position is ultimately pursued, which in turn determines 

what capabilities are developed. Cognitive representations have been empirically shown to be a 

key determinant factor of managerial choice and action (Tversky & Kahneman, 1986, Huff, 1990, 

Fiol & Huff, 1992, Walsh, 1995), in particular, a top manager’s choice of strategy is often a by-

product of the top manager’s representation (Simon, 1991). Although in agreement with these 

empirically insights, Chen (2008) mentions that more research must be done to show exactly 

how do top managers translate cognitive presentation into actual behavior. 

Cognitive Alteration  

This current research does not only contribute to this area in a linear way, but also considers 

complexity, and by so doing reveals how the shifting cognitive representations influence 

behavioral strategy. Put differently, the empirically findings of this study show not only the 
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effects of shifting cognitive representations, but also uncover the process and its attendants 

leading up to the strategic behavioral switch. Although prior studies have shown how experience 

leads to changes in cognitive representations (Louis & Sutton, 1991, Weick, 1995), how it is a 

key to adaptation, effectively resulting in sequential allocation of attention to diverse facets of 

business environment (Gavetti & Levinthal, 2000), and how performance feedback (backward-

looking) and performance prospect (forward-looking) are key factors of firms' search behaviour 

(Chen, 2008), few studies have addressed how the shifting cognition representation of the top 

managers influence strategic decisions. 

Understanding this link helps to increase firm performance. This notion is supported by prior 

studies that showed that when top managers shift their representations, organizations may also 

enhance their performance by sequentially allocating attention to elements of the choice problem 

(Gavetti & Levinthal, 2000). Lastly, Daft and Weick (1984) argue that the process of top 

managers’ decision making, particularly for uncertain business settings, rotates around a cycle of 

environmental scanning and interpretation. This is because top managers scan the environment 

by receiving information about demand, customers, suppliers, etc, (Gavetti & Levinthal, 2000). 

Subsequently, managers interpret this information using cognitive representations, structures 

that encode experience and guide future actions (Axelrod, 1972; Fiske & Taylor, 1991). 

Performance expectation 

Traditionally, because the behavioral theory opposed the rationality assumptions of standard 

economics, studies about the anticipation of distant future, or consequences of distant course of 

actions, are absent in BTOF (Gevetti, et al., 2012). Unlike the backward-looking performance 

feedback logics, the performance expectation reflects a forward-looking cognitive image because 

it takes into account, not only the future environment, but also the choices of decisions, actions 

and their pay offs (Chen, 2008). So, by framing future outcomes, organizations translate cognitive 

representations into actions (Ibid). This emanates from Gavetti and Levinthal ’s (2000) 

conceptualization of the forward-looking search model as cognitive based, whereby managers’ 

decision form mental models of the future and believe in certain links between choice of action 

and the subsequent outcome of actions. However, because of Cyert and March’s (1963) sensibility 

about the role of anticipatory logics, the role of organizational expectations has been absent in 

BTOF (Gavetti, et al., 2012). The current study leans on Chen’s (2008) argument that firms' 

performance expectations reflect a simplified cognitive presentation of the future, because some 
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decisions emanate from the projections of a future business environment, choices of actions, etc. 

this is in line with Gavetti et al., (2012 p. 10) argument that “how a strategist or top manager 

represents a given competitive settings affects what strategic position is ultimately pursued, which in turn 

determines what capabilities are developed”. Therefore, expectations, deliberation, and centrality of 

cognitive representation have become central themes in recent behavioral strategy work (ibid). 

2.8 Defining the construct of “performance” as used in the study

This study aims to give us an explanatory power, not only to explain how performance expectations

(a forward-looking logic of BTOF) mechanism works, as oppose to performance feedback, but also 

how top managers’ perceptions of “anticipated” gains or losses of performance prospects influence 

deliberate strategic choices related to the switch of grow modes. In this study, gains are positive 

prospect, losses are negative prospects, and to define the construct of performance, we adopted the 

definition from prospect theory, which states that: 

“Although existing literature has not yet fully explained how expectations affect 

organizational search, research on prospect theory and variable risk preferences 
provide some relevant predictions. In their prospect theory, Kahneman and 
Tversky (1979) suggested that human decision making is affected by the framing 
of a future state as compared with the status quo as likely gains or likely losses. 
Simplified framing and decision rules like this reflect the bounded rationality of 
human decision makers. Humans tend to be risk averse in decisions framed as 
likely gains and risk seeking in decisions framed as likely losses (Kahneman and 
Tversky 1979)”. 

Simply put, in this current study, performance construct is operationalized as either going to be 

“positive – a gain or negative – a loss in the future”. This is done by top managers perception 

reflected in their framing of the future market setting. This means is that top managers 

perceptions, as reflected in the framing of the future business market as, e.g., a threat, has an 

influence on their cognitive realm, which effect or a result to top manager’s certain responses and 

thus it can explain behavioral strategy.  This is in line with Chen’s (2008:612) robust evidence that 

shows that…

“…...framing of history (backward-looking) and future (forward-looking) determine 
firm behavior. Managers can direct organizational change or innovation by 
choosing a correct level of aspiration and target. Rather than just responding to 
performance feedback, they can take proactive action by making projections about 
the future and preparing for it”. “……the expected performance incorporated 

analysts forward-looking forecasts of future market conditions, the firm's 
strategies and responses, and expected outcomes”.
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In making a distinction between backward-looking and forward-looking search models, Chen 

(2008: …) makes these remarks about performance based on forward-looking:  

In the backward-looking search model, organizations make sense of their 
experience and modify their behaviour in terms of their interpretation of 
performance feedback. In the forward-looking search model, organizations develop 
cognitive representations of the future and determine their behaviour based on 
their framing of the attainability of the performance target (Chen, 2008). 

In line with the logic of the BTOF, Chen (2008, p. 612) also states that “performance target 

(equivalent to aspiration in a forward-looking term) serves as a reference point in the forward-

looking model to define whether the firm's expected performance is satisfactory or not”. So, top 

managers can look ahead in the future and expect performance to be either satisfactory or not.  

2.9 Strategic choices: selection between analyzed growth modes

Extant findings on strategic selection made by top management between organic or acquisitions 

are not only inconclusive and inconsistent, as shown in the brief following discussion; but also 

tend to be based on cross-sectional approaches as shown above. Moreover, there are 

inconsistencies between findings. For instance, while Capron and Mitchell’s (2004) findings 

suggest that executives are more likely to select organic over acquisition expansion strategies, 

when targeted capabilities face contractual risks, according to Berlo (2013), given this situation, 

they would opt for the acquisition strategy. Whereas Miles and Covin’s (2002) empirical results 

suggest that the executives’ managerial control factor has no influence on selection of internal or 

external strategy, Berlo’s (2013) empirical findings confirm the opposite. They reveal that when 

more managerial control is desired by the acquiring firm, executives are likely to select an 

internal over an external expansion strategy. Again, contrary to Miles and Covin’s (2002) 

findings, Berlo’s (2013) findings confirm that the more resources a firm wants to invest, the more 

executives are likely to adopt an internal over an external strategy. 

Moreover, Amit et al. (1989) and Urbina-Criado et al. (2014) revealed that prior investments on 

acquisitions subsequently trigger future acquisitions. This is in line with the notion that firms’ 

previous growth strategic path creates boundaries around what its internal repertoire is likely to 

be in the future (Teece et al., 1997). This notion draws from path-dependency theory, which 

suggests that firms find it difficult to switch to alternative strategies due to prior investments 

and steep learning curves (Sydow et al., 2005). The central tenet of this theory is that top 

executives benefit from the accumulated experience of implementing acquisition strategy via true 
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and tried routine solutions; refinement and standardized coordination; quick decision-making 

and often positive accumulated profits (Argote, 1999; Benner & Tushman, 2002). Thus, the 

chosen external growth pattern is subject to self-reinforcement over time and this limits top 

management teams’ tendency towards alternative strategic choices (Sydow et al., 2005; Vergne 

& Durand, 2010). 

In contrast to linear persistence following the strategic selection, Vermeulen and Barkema (2001) 

findings reveal that the expansion growth patterns of firms over a period of several decades, show 

that firms alternate from external to internal growth strategy. This was also confirmed by 

Lockett and Wild (2013), who found that acquisitions have a tendency to spur future internal 

growth. Irrespective of this growth pattern, Capron and Mitchell’s (2004; 2009) findings on how 

top executives choose growth patterns suggest instead that they choose an internal over an 

external strategy when they face high contractual hazards, low capability gaps, or high internal 

social legitimacy. And alternatively, top managers adopt an external strategy when capabilities 

have lower contractual risks, high capability gaps, or low social legitimacy (ibid). Simply put, 

these findings suggest that top managers choose an internal strategy when they want to develop 

capabilities that do not depart significantly from the existing firm routines and social values 

(ibid). In contrast, when the capability gap is high, that is, when the firm possesses only a limited 

subset of the skills required to develop the new capabilities, firms seek to acquire them from 

outside the firm (Capron & Mitchell, 2004). 

Although this is line with Urbina-Criado et al.’s (2014) findings, which suggest that top managers 

prefer to adopt an internal strategy when their growth strategy is specialization, it contradicts 

other findings because acquisition growth strategy is also adopted for close reinforcement [thus 

specialization] or building further on existing skills and products (Karim & Mitchell, 2000). In 

line with this Lee and Lieberman (2010) also find that acquisitions are used to fill persistent gaps 

near the firm’s existing products and services. Thus, although it is true to some degree, it is not 

a complete picture to suggest (as did Berlo, 2013; Capron & Mitchell, 2004), that top managers 

prefer internal over external strategy when there is more synergy and strategic gap between the 

targeted ventures or capabilities and existing firm capabilities is narrow. This is because it 

contradicts with some empirical findings that different external venturing strategies (e.g. 

acquisitions) are useful in driving firm-level innovation primarily as a function of relatedness 

(industry, market or technological) between the firm and its partners (Dushnitsky & Birkinshaw, 

2014; Keil et al., 2008). Kogut (1991) argues that Rosenkopf and Almeida (2003) show that 
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external growth strategies are commonly associated with distant relatedness, and by contrast 

firms use an internal strategy to build on related capabilities. Although this explanation sounds 

promising, one might argue that this explanation, on how top managers select internal or 

external growth, or vice versa, might be too static to explain why top managers switch from one 

growth pattern to another. This is because this explanation avoids considering the dynamic 

nature surrounding this choice, and it ignores the time dimension that might tell us more about 

the contextual factors that contributed to this switch of growth modes. While the strategic 

change literature discussed above has improved our insights through various theoretical 

standpoint, very little attention has been given to the specific mechanisms behind the logic of the 

very processes producing the strategic switch. 

Based on the above we can conclude that findings from extant research and the conclusions that 

can be derived from this are inconclusive and incomplete. Although all this makes sense, what is 

not yet apparent and begs an empirical insight, is how do top managers translate their cognitive 

representation into actual firm behavior (Chen, 2008). Therefore, in order to acquire a better 

understanding of the how and why of strategic growth mode switches qualitative, longitudinal 

theory-development research is needed. The next chapter will discuss how this study has 

approached this need.  



570189-L-bw-Nghona570189-L-bw-Nghona570189-L-bw-Nghona570189-L-bw-Nghona
Processed on: 16-11-2021Processed on: 16-11-2021Processed on: 16-11-2021Processed on: 16-11-2021 PDF page: 38PDF page: 38PDF page: 38PDF page: 38

CHAPTER 3: RESEARCH METHODOLOGY

3.1 Introduction 

According to Gall et al. (2007) every research tradition has its shortcomings. As a guiding 

rule for selecting a suitable methodology and methods, these authors advise researchers to 

justify their selection on the basis of appropriateness with regard to the research questions at 

hand. In line with this and given the nature of the required data to answer the questions, this 

chapter should be understood with the research questions in mind. With an attempt to answer 

these questions and contribute to our knowledge, the fieldwork of the study will draw from 

multiple case studies of the largest established construction engineering firms in South Africa. 

Methodologically, the research study will adopt a qualitative, interpretative grounded theory

approach (Gioia, Corley & Hamilton, 2012). This methodology is adopted as it permits 

scholars to construct emerging theories from experiences as related by practitioners. This 

chapter is structured as follows: 

• Firstly, a brief comparison between “complex and simple” theories is given, and a justification is 

provided for adopting a simple theory approach;

• Secondly, a brief description of quantitative research is given, and it is argued why it is not a suitable 
approach to answer the questions raised in this study;

• Thirdly, a justification is provided for adopting a qualitative approach, and for choosing a multiple case 
study method as the predominant research approach; and

• Finally, we pay attention to the justification of adopting the interpretative grounded theory approach 
for the process of data collection, analysis and discussion.    

A trade-off between accuracy, generality, and simplicity

As Thorngate (1976) and Weick (1979) indicate, any research strategy demands trade-offs 

among accuracy, generality, and simplicity. Langley (1999) argues that Thorngate's (1976) 

and Weick's (1979) categories of accuracy, generality, and simplicity are likely to be developed 

using different strategies. For instance, some strategies tend to stick closely to the original 

data, whereas others permit greater abstraction (ibid). Close data fitting reflects what Weick 

(1979) calls accuracy. However, accuracy may act against generality —another desirable 

quality related to the potential range of situations to which the theory may be applicable. 

Accuracy tends to conflict with both simplicity and generality, while, at least in Langley’s

(1999) analysis, simplicity and generality tend to be more compatible. 
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Though all of these virtues are highly significant for theory-building, the relative weight 

given to each virtue becomes important for comparing competing theories, since virtues trade 

off against each other. For example, a new theory may explain phenomena in many domains, 

indicating high generalizability, but be relatively complex, hampering the parsimony criterion 

(Wacker, 1998). 

In theory building from case studies, the ‘power of deduction rules’ provide the underlying 

structure for theory-building research (Popper, 1957). In explaining how theory-building 

research using case studies should be evaluated, Eisenhardt (1989) turned to Thorngate's 

(1976) and Weick's (1979) categories of accuracy (close to data), generality (applicability to 

other situations), and simplicity (few numbers of elements and/or relationships in a theory). 

Pfeffer (1982) suggested that good theory is…

• Parsimonious, (simply)

• Testable (greater falsifiability), and 

• Logically coherent.

According to Eisenhardt (1989) the above-mentioned criteria seem appropriate in theory-

building research using case studies. According to Wacker (1998) an important goal of theory 

building is to advance from lower abstraction level theories to middle level theories, and then 

to high abstraction level theories. This leads to the generalization that as a field progresses, 

it tends to have theory in higher abstraction levels. This progression from low to high 

abstraction is called ladder-climbing (Osigweh, 1989).

Adoption of simple theory approach: a justification 

“Simple theories with good explanatory power may actually be preferred to complex ones that 

explain a little more” (Langley, 1999). “A theory that exhibits simplicity explains the same 

facts as rival theories, but with less theoretical content (Weick, 1999). Simplicity is “parsimony” 

- the ability to explain in relatively few terms and statements (Keas, 2018). In Popper’s (1959) 

terms, simplicity therefore enhances the falsifiability of theories. Simplicity is increased 

informativeness by means of a comparative reduction (relative to rival theories) of theoretical 

content (Keas, 2018). Popper (1959) rejects the popular notion that simplicity is merely an 

aesthetic quality of theories. Instead, simpler theories are to be preferred because of their 

greater falsifiability – which is another criterion for theories, also called testability by Pfeffer 
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(1982). In the case of simplicity, less theoretical content” means, roughly, fewer entities 

postulated by the theory (often called parsimony or ontological simplicity) and/or fewer or 

more concise basic theoretical principles (often called elegance or syntactic simplicity) (Weick, 

1999). This is desirable in studies where qualitative, interpretative grounded theory embedded 

in rich data from the multiple case studies are strongly data intensive. As a result, according 

to Langley (1999) such studies, as in the case of this research, the presentation of findings 

cannot be easily or nicely slide-packaged like in quantitative studies. 

3.2 Quantitative research 

Quantitative research is a systematic process that makes use of numerical data and tends to be 

deductive in nature (Maree, 2007; Struwig & Stead, 2001). In its approach to theory development 

it usually starts with formal propositions or hypotheses which are to be tested and ends with a 

confirmation or disconfirmation of the hypotheses (Leedy & Ormrod, 2005). According to Wilson 

(2010) this type of research adopts a deductive approach and that is why it is concerned with 

developing formal propositions based on extant theory that will be tested. As a result, this 

research approach tends to confirm and validate relationships among measurable variables 

(Struwig & Stead, 2001; Leedy & Ormrod, 2001). It is mostly suitable for studies with large 

sample sizes (McNeill & Chapman, 2005; Kumar, 2011) and from this a representative subgroup 

of a universe is selected to generalise the results (Maree & Pieterson 2007). In doing so it focuses 

on numerical measurements such as more and less, larger and smaller, often and seldom, similar 

and different, displayed by the informants regarding the phenomenon of interest (Thomas, 2003). 

The important elements of quantitative research are its objectivity, use of numeric data, and 

generalizability (Leedy & Ormrod, 2010; Maree & Pieterson, 2007). According to Walliman 

(2005) the quantitative analysis adopts mathematical operations to investigate the properties of 

data. Statistical analyses can include (O’Leary, 2004; Walliman, 2005; Ndihokubwayo, 2008):

• Descriptive statistics which are used to describe and summarise the basic features of the data in a study 
to provide quantitative descriptions in a manageable and intelligible form. Such descriptive statistics 
measure the central tendency (mode, median, mean); and dispersion (standard variation).

• Inferential statistics which draws conclusions that extend beyond the immediate data. Researchers use 
raw data from the closed-ended questions and captured it using Statistical Package for Social Sciences (SPSS) 
and subsequent calculations are generated then interpreted.

There are two major reasons why this study will not adopt and make use of quantitative research. 
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Firstly, in relation to the question of why top managers switch from one growth pattern to 

another, McKelvie et al. (2010, p.278) suggest that it would be premature to favor any particular 

theoretical framework to explain this phenomenon. Arguably, the implication here is that it is 

too early to adopt a deductive approach developing formal proposition based on established 

previous theory to be tested on new data. Although this can be done, there is a great risk with 

this approach to superimpose limited insights from previous theories on the data collection, and 

thus limit the development of potential understanding of the factors and mechanisms at work. 

Because this research aims to build rather than to test theories, quantitative research is not an 

appropriate approach to answer the questions raised in this study or the additional goals. 

Secondly, there are few large contractors in South African construction industry. This handful

of established engineering contractors are the only ones who have managed to grow under 

conditions of colonialism and apartheid and into the current democratic regime of South Africa. 

Simply put, they are the only large firms in the construction sector that have managed to adapt 

and address the political and economic transition that caused the environmental shock, which 

makes them the only suitable sources of data in the context of this study. However, several 

scholars (Carr, 1994; Connolly, 2007; Leedy & Ormrod, 2010) identified the advantages of the 

quantitative research, such as the following:

• Generalization of findings 

• Less time consuming 

• Objective 

• More representative sample size, 

• Etc. 

However, with all these advantages the quantitative research is less relevant in answering the 

questions raised in this study. 

Rationale for adopting a qualitative method 

The nature of the questions raised in this study are dictated by the choice of qualitative instead 

of quantitative research methods. To theorize about social and dynamic aspects underlying 

top management decision patterns we need to know what factors we need to consider. This is 

because, as Child (1972) puts it, strategic growth choices rest at top managers’ decisions. 

According to the upper-echelons theory, such decisions can best be considered as an outcome 

emanating from diverse decisions by the top managers (Hambrick & Mason, 1984). Why top 
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managers switch from one growth pattern to another, is thus an enquiry about decisions of

the top managers. 

Scholars have long suggested that factors influencing top management decisions include, but 

are not limited to the following:

• Perceptions;

• Private management knowledge; 

• Industrial experiences;

• Entrepreneurial judgement; and

• Subjective interpretation about the opportunity demand, to name a few. 

Because these factors are, to a large degree, unquantifiable phenomena ’s driving the top 

management behaviour they can best be analysed through qualitative research methods. This 

method provides means by which scholars can comprehend from the complex lived 

experiences of top managers how these top managers socially construct and codify meanings, 

which subsequently drive their behaviours. In contrast to quantitative methods, this enables 

scholars to systematically document top managers’ opinions and experiences to gain a richer 

insight of their social, subjective and organisational behaviours (Collis & Hussey, 2003; 

Neutens & Rubinson, 2010; Blaxter et al., 2001). It is thus recommended to capture complex 

social concepts at first-hand or as experienced by informants, while allowing scholars to 

construct scientific theories from such lived experiences (Gioia et al., 2012). Simply put, 

qualitative research allows us to construct theories from unquantifiable rich data, which is 

embedded in top managers’ experiences that drive their behaviours. It seeks to gain deeper 

insights into the meanings assigned to specific phenomena by top managers and about their 

lived experiences within their communities of practice, which would be difficult if not 

impossible to capture using quantitative research. 

Rationale for adopting qualitative case studies 

According to Orlikowski and Baroudi (1991) case study research can be categorized in general 

into positivist and interpretive approaches, depending upon the underlying dominating 

philosophical streams it draws from. From a broader perspective, these two philosophical 

streams reflect the main research paradigms which are commonly labelled quantitative and 

qualitative, respectively (Collis & Hussey, 2003; Brynard & Hanekon, 2006). In contrast to the 

interpretive approach, positivistic research can adopt case studies with an intention to draw 
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up hypotheses with clear quantifiable variables (Orlikowski & Baroudi, 1991). This approach 

aims to be objective in its pursuit of the theory development (Collis & Hussey, 2003) as it seeks 

to understand social phenomena (Creswell, 1994). Simply put, the researcher adopting this 

approach will have to divorce or detach himself from the instruments used to collect and 

analyze the data. For instance, he/she will have to collect numerical data to test a theory by 

relying on measuring variables using statistical tests to establish if the theory explains or 

predicts phenomena of interest (Creswell, 1994; Gay & Airasian, 2000). 

On the other hand, the interpretivist adopting the case study is not fully detached or divorced 

from the instrument used to collect and analyze the data. Although interpretivists might have 

to rely heavily on informants’ perceptions to gain deeper or rich insights about the 

phenomenon of interest, they also depend on their own interpretation to derive a theory (Gioia 

et al., 2012). In contrast to the positivist approach, the central notion is to use cases as the 

basis from which to develop theory inductively (Eisenhardt & Graebner, 2007). Building 

theory inductively often demands that the researcher tries to understand the top managers’ 

subjective views of reality. Several scholars concur that to build theories, among other 

methods, case studies that seeks to explore, explain or describe are predominantly important 

and useful (Eisenhardt, 1989; Yin, 1994; Miles & Huberman, 1994). With an aim to contribute 

to theory this study will adopt a case study method that seeks to explore and explain the 

subject under investigation. According to several scholars (Yin, 2003; Eisenhardt & Graebner, 

2007), several factors should be considered when contemplating to adopt a case study method. 

These factors will be discussed in relation with the qualitative research approach adopted, and

we will justify why they are suitable for this study. 

First, when the focus of the study is to answer how and why research questions, case studies 

should be adopted (Yin, 2003). According to Eisenhardt and Graebner (2007 p.1) the major 

reason for the relevance of building theory from case studies is that it is one of the best (if not the

best) bridges from rich qualitative evidence to mainstream deductive research. They add that the 

logic behind this bridge is that inductive theory building from cases produces new theory from 

data, and deductive theory testing will complete the cycle by using data to test the new theory. 

In general, our understanding about internal strategic dynamics within organizations is still 

limited (Ungerer et al., 2015). In particular, we observe that firms that have managed to survive 

over a long period of time switch from one dominant mode of growth to another, however extant 
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theory development is too limited to explain why top managers decide to do this (McKelvie & 

Wiklund, 2010; Berlo, 2013). 

Secondly, when research wants to include contextual conditions because the researcher believes 

they are relevant to the phenomenon under study, a case study is appropriate (Yin, 2003). For 

instance, a study of why firms switch from one growth pattern to another, seeks to determine the

types of decisions made by top managers and the factors that influenced the decision making. 

Because it is in these settings that top managers made decisions regarding a strategic switch, it

is impossible for a researcher to have a clear understanding without considering the context 

within which they occurred (Miles & Huberman, 1994; Yin, 2003).

Thirdly, when researchers cannot manipulate the behavior of those involved in the study, case 

studies are apposite (Yin, 2003). This is true in the case of this study. The researcher has no 

control over the historical events or the lived experiences of top managers. According to Yin 

(2009), cases that focus on contemporary phenomena in real managerial decision-making 

context which need to be traced over time (as in this study), are suitable for case studies. In 

such studies the aim is to understand complex social phenomena, such as those raised by the 

questions above, by considering the real-life events. For these reasons, this study will adopt a 

longitudinal multiple case-based method that seeks to explore and explain.

Besides some advantages noted above about qualitative studies, some weaknesses are obvious. 

For instance, in our study, as with all qualitative studies, the sample size is small, two the data 

takes time to analyze, three findings are limited for generalization, and four the researcher is 

too close to be objective. Unlike quantitative research, in qualitative research like the current 

study, the researcher is fully inclusive from the data collection instrument and throughout the 

analyses, while this may reduce objectivity it increases biasness. This limitation calls for later 

quantitative deductive studies. Hence, according to Eisenhardt and Graebner (2007) after 

building theory from qualitative through case studies, quantitative research is necessary as a 

bridge from rich qualitative evidence to mainstream deductive research. Have said all of that, 

there is a strong rational for adopting qualitative research, as explained above, and making 

use of the multiple-case studies, as discussed below. 
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3.3 Abductive elements of the research study

While the study draws more from qualitative approach, the study also borrows important 

concepts and possible relationships from the literature, and therefore it also has an abductive 

flavour. As a result, the study also has abductive elements, as a number of key concepts are 

taken from the literature, while others emerge from the data during the analysis (Gläser & 

Laudel, 2013). 

3.4 Rationale for adopting multiple-case studies 

The study will adopt a multiple case study research method to answer the two research 

questions raised in chapter one. For the empirical fieldwork all six of the largest construction 

firms1 in South Africa were approached but we only managed to gain access to four firms. 

Initial desktop research revealed that some of these construction firms mainly expanded 

through internal organic growth, and others through external inorganic growth. It has also 

been observed that, from time to time, these firms switched from one dominant growth pattern 

to another. 

In this study the use of multiple case studies is thought to be a suitable approach for the 

following two reasons. First, unlike single case studies, research adopting several cases 

enables the scholars to explore differences within and between cases (Yin, 2003; 1994). As a 

result of this replication, contrasts and extensions to the emerging theory can emerge (Yin, 

1994). In adopting multiple case studies therefore each case serves as a separate quasi-

experimental fieldwork, which stands to be an analytic unit (Eisenhardt & Graebner, 2007; 

Eisenhardt, 1989b). Simply put, the advantage of multiple case studies is to replicate f indings

across the cases investigated. Likewise, in this study, the findings emerging from the multiple 

units of analysis will be replicated across the cases – the four large construction firms. Because 

of this advantage the empirical findings emanating from multiple-case studies are robust and 

reliable (Robson, 1993; Baxter, 2008). To obtain this robustness and reliability from multiple 

cases, Bengtsson (1999) claims that a researcher must follow a cross-case analysis logic in 

addition to the within-case analyses. This then brings the issue of case selection into 

consideration. Bengtsson (1999) states that the adoption of a multiple case study approach

should be motivated to offer either a literal or theoretical replication. This discussion does not 

1 Murray & Roberts Group; Group Five; WHBO Group and Basil Read Group
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1

intend to imply that theoretical generalization from single cases is not possible, because this 

would be a misunderstanding (Flyvbjerg, 2006). However, given the nature of the 

phenomenon – changes in growth strategies that occur over time and are subject to diverse 

constellations of conditions – a multiple case approach was judged to be more fitting. 

In selecting the cases, construction firms are chosen from a theoretical point of view, either to 

replicate or/and extend emergent theory, or to fill theoretical categories (Glaser & Strauss, 

1967). While the literal replication has to do with researchers ’ prediction to obtain similar 

findings, theoretical replication, in contrast, assumes for predictable reasons contrasting 

evidence (Yin, 2003). Because comparisons will be drawn in this study, Yin’s (2003) advice is 

taken into consideration that the cases are to be selected carefully so that the researcher can 

work towards an emergent theory capable of predicting similar or contrasting results across 

cases.  

The nature of the questions raised in this study dictated an open approach whereby both 

similar and contrasting findings can be expected across the cases. For instance, why top 

managers switch from one growth pattern to another is, as explained above, an enquiry about 

dynamic, social interaction phenomena which are predominately embedded in subjective 

interpretations and discretion. These subjective decisions can be governed by several factors, 

for example, unique situational contexts that might be different from case to case and from 

one time to the other. Top managers of some firms might switch from an external to an 

internal growth pattern, for similar or contrasting reasons, while some may switch in opposite 

direction for the same or different reasons. 

Yet other firms may continue and persist with a growth pattern for different reasons. In other 

words, the top management decisions might result in similar or opposing outcomes. In a

multiple case study, as Baxter (2008) stated, several cases are examined to understand these 

similarities and differences between the cases. 

Second, a single case enables a researcher to uncover the complexities of a particular case, its 

interrelations with its context, and also its origins allowing for an in-depth insights to emerge 

about the ‘case’ as a whole (Mayring 2002; Yin, 2003). Multiple-cases aim to contribute a 

better in-depth understanding of the same phenomena in a real-life situation (Yin, 2003) and

context (Acar & Oney-Yazici, 2006). Although each construction firm is treated as a separate 

case, together they will allow better in-depth insights to emerge and enable the researcher to 
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find an explanation of how the phenomena occurred in their real-life situations or contexts. 

While single case studies are known to provide rich descriptions of the subject under 

investigation (Siggelkow, 2007), Yin (1994) argues that the advantage of the multiple-case 

studies is their potential to provide a much stronger base for theory building. Case study 

research methods can be classified into several categories, as shown in the table below. The 

choice of one of these or a combination of categories depends upon the underlying dominating 

philosophical stream the study adheres to. There is no right or wrong type of case study 

categories. Scholars are advised, as a rule, to select their choice and justify it based on the 

appropriateness to the research question at hand (Yin, 2003; Gall et al., 2007). As a result, in 

this research study, guided by the research questions raised in chapter one , an exploratory 

and explanatory multiple-case study will be adopted, see the table below for the appropriate 

definitions.  

Table 3.1: Definitions and Examples of Different Types of Case Studies
Case Study Type Definition

Explanatory This type of case study would be used if you were seeking to answer a question that 
sought to explain the presumed causal links in real-life interventions that are too 
complex for the survey or experimental strategies. In evaluation language, the 
explanations would link program implementation with program effects (Yin, 2003).

Exploratory This type of case study is used to explore those situations in which the intervention 
being evaluated has no clear, single set of outcomes (Yin, 2003).

Descriptive This type of case study is used to describe an intervention or phenomenon and the 
real-life context in which it occurred (Yin, 2003).

Multiple case A multiple case study enables the researcher to explore differences within and 
between cases. The goal is to replicate findings across cases. Because comparisons 
will be drawn, it is imperative that the cases are chosen carefully so that the researcher 
can predict similar results across cases, or predict contrasting results based on a 
theory (Yin, 2003).

Intrinsic Stake (1995) uses the term intrinsic and suggests that researchers who have a genuine 
interest in the case should use this approach when the intent is to better understand 
the case. It is not undertaken primarily because the case represents other cases or 
because it illustrates a particular trait or problem, but because in all its particularity 
and ordinariness, the case itself is of interest. The purpose is NOT to come to 
understand some abstract construct or generic phenomenon. The purpose is NOT to 
build theory (although that is an option; Stake, 1995).

Instrumental Is used to accomplish something other than understanding a particular situation. It 
provides insight into an issue or helps to refine a theory. The case is of secondary 
interest; it plays a supportive role, facilitating our understanding of something else. 
The case is often looked at in depth, its contexts scrutinized, its ordinary activities 
detailed, and because it helps the researcher pursue the external interest. The case 
may or may not be seen as typical of other cases (Stake, 1995).

Collective Collective case studies are similar in nature and description to multiple case studies 
(Yin, 2003)

Source: Baxter and Jack (2008) Qualitative Case Study Methodology: Study Design and 
Implementation for Novice Researchers
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Stake (1995) suggested that the qualitative case study method is concerned, first and foremost, 

with exploring phenomena at great length, with less emphasis on generalization. In contrast 

with generalization to the population of large-scale research, it is concerned rather with 

theoretical generalization or generalization between similar cases (Yin, 2003). Because of the 

intention to explore in detail a case or cases, it is not surprising that the sample size often 

remains small (Yin, 2003; Zhong, 2009). Gall et al.’s (2007) advice can be seen to follow Yins’ 

recommendations. For instance, “how” and “why” research questions according to Yin (2003 

p.6) can best be addressed by explanatory case study or historical methods. In line with Gall 

et al.’s (2007) advice this study adopted an explanatory case study approach, considering the 

research questions raised by the study. Exploratory case studies seek to understand complex 

situations in which the intervention being evaluated has no clear, single set of outcomes (Yin, 

2003; Zainal, 2007). 

Although the set of outcomes, such as the switch from one dominant pattern of growth to 

another, seems clear, the intervening mechanism being studied – top managers’ discretional 

factors - makes explaining these outcomes complex. And lastly, although firms may either 

persist with a given growth strategy or switch from one dominate pattern of growth to 

another, the mechanisms at play are not clear. It is envisaged that this process might be too 

complex for survey methods to capture (Yin, 2003), but will emerge primarily from grounded 

data that deliver the building blocks for theory construction. 

3.5 Data collection-phase

Justification of constructivist grounded approach

The researcher agrees with qualitative scholars (Langley, 1999; Lincoln & Guba, 1985 etc.,) that 

dividing the interviewing and the analysis phases of the research is somewhat superficial in 

practice. In the fieldwork, the researcher subscribed to the advice (see: Eisenhardt, 1984) of 

collecting data while simultaneously analyzing it, as this allows the advantage of flexibility in

data collection. However, as they are discussed separately here, the two phases are henceforth 

referred to as the data collection phase and the data analysis phase. The data collection 

perspective of this study follows the constructivist grounded approach. Here, the central tenet is 

to give a voice to top managers (Van Maanen, 1979), who are seen as knowledgeable informants 

(Gioia et al., 2012) about the phenomenon the researcher is studying. However, in a constructivist 

grounded approach, the researcher is expected to be active during the collection phase. He is 
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expected, through social interaction with top managers, without contaminating their voices, to 

collect and interpret how top managers construct their realities and understand multiple 

perspectives, as explain below.

This is because from an epistemological stance, constructivism states that reality and meaning, 

thus theory, is not lying dormant within lived experiences, waiting to be discovered, but rather 

is created as individuals [informants & researcher] interact with and interpret these experiential 

events (Crotty 1998; Appleton & King 2002). That is why Glaser (1998) suggests that data 

collection and analysis are created through an interactive process whereby the researcher and 

participant construct a shared reality. However, during this data collection phase, which is 

embedded in social interaction, the researcher is advised not to superimpose previous constructs 

with an aim to affirm existing concepts (Gioia et al., 2012). During the social interaction the 

researcher, in trying to understand top managers’ stories, should avoid superimposing his 

existing concepts on this interaction with top managers. If this were to be done, it might defeat 

the purpose of giving voice to the top manager during the data collection phase. During this 

phase of data collection, researchers are also advised to adopt flexible and adjustable interview

protocols to interact with top managers. This approach, as recommended, was applied during 

this phase.

Justification of instruments adopted

Qualitative grounded theory studies adopt several instruments to collect data such as 

unstructured and semi-structured interviews, individual and focus group interviews, open-ended 

questionnaires, ethnographic methods, demographic surveys, and textual analysis, to name only 

a few (Cresswell, 1994; Kumar, 2005; Walliman, 2005; Charmaz, 2006). A mix of these 

instruments can be employed in one study. For example, according to Minichielo, Madison, Hays 

and Parmenter (2004) and St John (2004) both focus groups and the individual interview allow 

the researcher the opportunity to use unstructured or semi-structured question guides. The 

implication is that one instrument employed supplements for the weakness of other instruments. 

This current study will adopt semi-structured interviews with active and retired top 

management members and archival documents such as annual reports and yearly newsletters 

(documenting historic strategy etc.,) as data sources. 

Several scholars (Van Maanen, 1979; Morse, 1989; Gioia et al., 2012) in this line of research 

suggest the use of these data types, with an aim to give a voice to top managers as knowledgeable 



570189-L-bw-Nghona570189-L-bw-Nghona570189-L-bw-Nghona570189-L-bw-Nghona
Processed on: 16-11-2021Processed on: 16-11-2021Processed on: 16-11-2021Processed on: 16-11-2021 PDF page: 50PDF page: 50PDF page: 50PDF page: 50

informants, create opportunities for scholars to discover and figure out patterns from rich data. 

For instance, Gioia et al. (2012 p.5) mentions that, although ‘like all good qualitative research, 

we employ multiple data sources (archives, field observation, etc.), but the heart of these studies 

is the semi-structured interview — to obtain both retrospective and real-time accounts by those 

people experiencing the phenomenon of theoretical interest’. The section below will justify the 

use and adoption of the semi-structured interviews and documents for this study. 

Semi-structured interviews

The researcher managed to conduct semi-structured interviews with four top executives in each 

of the four largest companies, and this makes a total of sixteen top executives. These includes

only Chief Executive Officers, Chief Financial Officers, managing directors and directors. In 

relation to interviews, researchers adopting qualitative, case-based grounded theory research are 

advised to adopt an interview protocol and preserve flexibility to adjust based on informants’

responses (Gioia et al., 2012). A semi-structured interview is known of its advantage of embracing

flexibility while allowing the interviewer to probe the views and ideas of the informants (Tracy, 

2013). According to Sengstock (2009) the use of semi-structured questions gives guidance to the 

researcher to discuss the subject under investigation, but also to avoid limiting him to a set of 

pre-determined questions based upon researcher biases. Thus, if conducted properly, the semi-

structured interview will not limit possibilities by superimposing extant constructs with an aim 

to affirm existing concepts. In contrast, it offers opportunities for the further discussion and 

development of the answers provided. Indeed, several scholars, such as Nieuwenhuis (2007),

concur that a semi-structured interview allows for probing and clarifying answers. The semi-

structured interview allows the researcher to steer the discussion in a fruitful direction as means 

to gain the opinions, experience, and knowledge of informants (Tracy, 2013 p.138). Again, if it is 

done properly, this helps to avoid contaminating the top managers’ voices, while allowing the

top manager and the researcher to construct their own realities. The semi-structured interviews 

in this study were guided by an interview protocol, which was developed beforehand in line with 

the questions formulated. This protocol is recommended by several scholars to ensure that the 

collected data is strongly linked to the research questions (Yin, 2009). The interviews in this 

study are the main source of data to obtain retrospective and real-time accounts from those top 

managers experiencing the phenomenon of interest. However, due to the possibility of the loss 

of memory it is expected that the top management members’ retrospective accounts will be 

influenced by the rational accounts of either how switch decisions might or should have been 
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taken. The likelihood of substituting what took place with rational accounts can be expected to 

increase as the switch occurred longer ago. Therefore, the use of historic archival documents (i.e. 

annual reports & corporate magazines) as the chronological supplementary data sources to 

inform us about the contextual conditions, which might have contributed to the process of the 

switches is imperative. The themes identified therefore emerge from these two sources of data (top 

managers’ quotes & archives). For an example see Table 3.2 which indicates how these rich 

sources of data were gathered, traced and used to identify the themes that enable us to explain 

the process leading to the strategic switch that took place (i.e. in 2008). Yet, no single theme 

should be singled out nor taken out of context in the critical examination on how it has 

contributed to the switch. Rather, it is necessary to take into consideration the chronological 

approach (annual reports) and top managers’ retrospective accounts as the theoretical tools in 

our attempt to explain the drivers of theses outcomes.  

Documents  

For this study, companies’ annual reports and corporate magazines were adopted and used as 

additional sources of evidence that yield a broader view of the phenomena of interests. These 

reports document historic issues concerning the phenomenon or questions raised by this study, 

were collected and analysed. Several scholars (see: Yin, 2009; Gioia et al., 2012; Schrotenboer, 

2014) state that these documents are an important data source. 

3.6 Data analysis-phase

The following discuss the actual empirical data process analysis in detail of this study. 

Interviews and companies:

The researcher managed to conduct semi-structured interviews with four top executives in each 

of the four largest companies, and this makes a total of sixteen top executives. These includes

Chief Executive Officers, Chief Financial Officers, Managing Directors and Directors, shown.

Table 3.2: Profile of informants    
Informants (top managers) Companies

Murray & Roberts Basil Read WBHO Group Five
Chief Executive Officers x (current) x (retired) x x
Chief Financial Officers x x x x

Managing directors x xx x
Directors. x xx x

Total Sixteen top managers’ interviews

Source: authors’ compilation 
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Period and duration of data collection:

Interviews were conducted during the following 2017 period for six months (May to October). 

Interviews ranged from 45mins to 1hr 15mins. 

Format of the interviews:

The interviews were held in the head offices (Johannesburg) of these companies and they were 

conducted on a face-to-face, mostly in the offices, mini boardrooms and one in his house (retired 

Murray & Roberts CEO). 

The frequency of the interviews (how often): 

It was very difficult to get hold of these top managers. The interviews were spread far in 

between the months. 

Other sources of data:

As mentioned above, other forms of sources, such as annul reports, corporate magazines were 

found on the websites of the companies. 

Justify the sample:  

As mentioned above, in qualitative research not much emphasis is placed on the number or 

quantification of the representative of the general population of the study. Having said that, a 

sample of four case companies out of top six companies is a good representative of the whole 

sector, for two reasons. Although numbers may vary from one sector to another, every sector 

has a limited number of bigger companies seating at the top pyramid of that sector. Two, in South 

African construction engineering sectors it happens to be six biggest firms, and hence four is a 

good representative of the top companies in that space. 

3.7 Profile of the sample of the four cases of the study

Out of the six large construction firms that where contacted only four responded positively, and 

the tables below shows the profiles of these four.

Table 3.3: Murray & Roberts Business Profile
Synopsis Geographic footprint Staff 

headcount

Annual revenue

Murray & Roberts is involved in 
construction & engineering, 
underground mining, oil & gas, power 
& water sectors.

• Southern, West & East Africa
• Middle East
• Australia
• North & South America
• Southeast Asia

20, 339 R 36,1 Billion
$ 240 432 425 8

Source: Murray & Roberts website
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Table 3.4: Basil Read Business Profile

Source: Basil Read website, 2016

Table 3.5: WBHO Business Profile

Source: WBHO website, 2016

Table: 3.6 Group Five Profile

Source: Annual report, 2017

3.8 Data processing

The table below shows a snapshot of all the outcomes of the cases to be discussed. 

Table 3.7: Outcomes of the cases
Firms Switch to Organic Year of the switch Switch to Acquisition Year of the switch
M&R 1 2008 1 2014

Basil Read 1 2010 1 2008
WBHO 1 2011 1 2005
Group 5 0 1 2006
Total 3 cases 4 cases

Source: Annual report, 2017

When it comes to case-orientated research, Khan and VanWyneberge (2008) noted…

In case-oriented research, commonalities across multiple instances may contribute 
to conditional generalizations (Miles & Huberman, 1994). The researcher can thus 
demonstrate that the outcomes in the cases selected are in fact enough alike to be 
treated as instances of the same thing. The central question of interest to the case-
oriented researcher is in what ways the cases are alike (e.g. 4 switches from organic 
to acquisition and 3 switches from acquisitions to organic). This approach to 
synthesizing cases involves a technique that arranges cases in a "truth table" in 
order to study common causes or outcomes (Khan & VanWyneberge, 2008). 

Synopsis Geographic footprint Staff
headcount

Annual revenue

The Basil Read Group is active in building, civil 
engineering, roads construction, mixed-use 
integrated housing developments, surface mining 
and infrastructure related services.

• South Africa
• Sub-Saharan Africa
• South America
• Australia

6, 426 R 6.5 Billion
$ 432  911 570

Synopsis Geographic footprint Staff
headcount

Annual revenue

The WBHO Group is active in building, civil 
engineering, roads construction, 
infrastructure, and mining and construction 
material sector.

• South Africa
• North, East, West Africa
• Sub-Saharan Africa
• Australia

19, 457 R 30.7 Billion
$ 204 467 464 6

Synopsis Geographic footprint Staff
headcount

Annual revenue

Group Five is involved in project development, 
investment, construction, operations and 
maintenance and the manufacturing and supply 
of construction products.

• Southern, Central, West 

& East Africa
• Poland 

• Northern Ireland 

• Hungary  

9, 313 R 10, 8 Billion
$ 719 299 224
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In other words, as with this study the case-oriented research allows us to group those firms who 

switched for instance from organic to growth through acquisitions, in order to study common causes 

or outcomes (Khan & VanWyneberge, 2008) and reveal why they switched in the same way in 

different instances (i.e. years). This allows us to theorize about the driving factors and conditions 

under which these outcomes occur. To comprehend what is “process research” in general and 

defining what is “process theory”, and how it differs from “variance theory”, this study draws from 

the following citation:   

“Process research is concerned with understanding how things evolve over time and 

why they evolve in this way (Van de Ven & Huber, 1990), and process data therefore 
consist largely of stories about what happened and who did what and when -that is, 
events, activities, and choices ordered over time. In his classics work on organization 
theory, Mohr (1982) makes a clear distinction between what he calls “variance 

theory” and “process theory”. Figure 1 illustrate this distinction applied to the 
problem of explaining strategic change. Whereas variance theories provide 
explanations for phenomena in terms of relationships among dependent and 
independent variables (e.g. more of X and more of Y produce more of Z), process 
theories provide explanations in terms of sequence of events leading to an outcome 
(e.g. do A and then B to get C). Temporary ordering and probabilistic interaction 
between entities are important here (Morh, 1982). Understanding patterns in events 
is thus key to developing “process” theory” (Langley, 1999 p 692).  

Figure 3.1: Variance and Process theory in strategic change 

Source: Morh, 1982

For the purpose of understanding the distinction Figure 3.1 is illuminating, however, as with 

this study also, Langley (1999) argues that some aspects (i.e. environment; etc.) included in 

attributes from the “variance theory” might also be taken into account in “process theory”. In this 

study, this “process” theory model will be adopted to explain strategic change from one mode 
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(strategy 1: OGM) to another (strategy 2: AGM). Carefully follow the narrate below as it shows the 

major contribution in process studies because for explanations to be satisfactory….

"….. it must open up the black box and detail the mechanisms that brought about 
the macro-level outcome to be explained. Instead of analyzing relationships between 
phenomena exclusively on the macro level, one should (1) identify the situational 
mechanisms by which the macro environments in which actors are embedded—

organizations, fields, networks, etc.—shape actors’ opportunities, goals, beliefs, etc., 

as well as (2) the action-formation mechanisms that show how these opportunities, 
goals, beliefs, etc. influence the actor’s behavior, and finally (3) the transformational 
mechanisms that show how the behavior of many individuals jointly bring about 
various intended and unintended macro outcomes” (Hedstrom and Wennberg, 

2016:7)”. 

In this study, the black box reveals the unknown (forward looking logic of BTOF) through process 

tracing (1-2-3) shown below, which gives unfolding explanations in detail on how prior growth 

mode (strategy 1) switch to another mode (strategy 2), a macro-level observed outcome. When 

referring to the model below, Hedstrom and Wennberg (2016:8) explain that: 

• the macro properties at Time (1) influence an individual’s beliefs, opportunities, etc.; at Time (2),
• these beliefs, opportunities, etc., influence how the individual acts at Time (3), and 
• this action influences the macro environment at Time (4)

  Figure 3.2: Hedstrom & Wennberg’s Micro-Macro model          Figure3.3: Authors’ compilation data processing analysis model 

Examples:

To align findings-analysis-theory in this study, on one hand, the example data table below shows 

how data process-tracing was conducted and it does so through the three (1-2-3) mechanisms 

(situational, action-formation, and transformational), and juxtapose these three mechanisms with 

forward looking logic of the BTOF. By so doing we were able to describe how we went from the 

raw data to the quotes, the themes, and how they are supported by the BTOF. Later, this also 

help us to summarise (see page 130 & 132) the key findings of the study. The example is given 

         Strategy 1                                                                                                                   Strategy 2
         (AGM)                                                                                                                                   (OGM)1 3

2
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1

below to systematically show how process-tracing was conducted for case-to-case and cross-case 

analyses.

For case-to-case analyses: process tracing

Table 3.8: Examples switch 1 2008 (from AGM to OGM)
Process tracing (data analysis) Forward-looking logic (BTOF) Selected quotes (raw data)

  (1) Situational Mechanisms Cognitive Representation Interviews and annual reports
Themes:
• Identify Opportunities
• Strategic renewal  

Subjective description of the situation (e.g. describing competitive 
setting of the external environment), by top managers.   

Top managers and annual 
reports direct quotations

(2) Action-formation Mechanisms Cognitive Alteration 
Themes:
• Within areas of know-how  Rational choice based on situation described above, by top 

managers
(3) Transformation Mechanisms Deliberate 

Evidence of switch outcomes  Intended action-outcomes derived from a rational choice

Following the example above, first, raw data was interrogated, and top manager’s quotations

emerged from the stories to narrate what happened. How and why was this done: because “process 

research is concerned with understanding how things evolve over time and why they evolve in this way 

(Van de Ven & Huber, 1990), and process data therefore consist largely of stories about what happened 

and who did what and when - that is, events, activities, and choices ordered over time” (Langley, 1999).

Lastly, in process-tracing according to George and Bennett (2005), “the progression of events that 

may have led to an outcome in a single case is traced”. Secondly, from these storyline quotations, data 

process tracing was conducted using the three (1-2-3) mechanisms (situational, action-formation, 

and transformational), and thirdly juxtaposed with the three mechanisms of forward-looking 

logic of the BTOF. For instance, situational mechanisms cover the macro-to-micro transitions, that 

is how external social phenomena (e.g., power relations, norms, ideologies, events, activities, etc.) 

affect internal states of individuals (e.g., preferences, belief systems, and subjective definitions of 

a situation) (Tranow et. al., 2016, Hedstrom & Wennberg, 2016).

Simply put, the situational mechanism describes the process of a belief-formation (ibid). These are 

beliefs are captured and represented by two specific themes relating to cognitive representation

and are reflected by top managers experiences (1) identify opportunities and 2) strategic renewal. 

So, upon the events, activities that took place in the external business environment, top managers 

formed a belief, which informed their preferences about opportunities to be identified, all of this 

embedded in their subjective definition of the situation. As discussed in literature chapter above, 

cognitive representation is when the top managers form mental description of the future business 

environment, which informs them about subsequent decisions to take.
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Next in the data tracing process, action-formation mechanisms are micro-level-mechanisms, by that 

we mean they describe how, top manager’s beliefs, perceived opportunities etc. generate specific 

actions (Tranow et. al., 2016). Following the example table above, the top managers belief about 

the perceived and identified global demand/opportunities, we have identified an action theme 

(e.g. to move within areas of know-how). This is because action-formation mechanism is a rational 

choice, where actors chooses the optimal course of action with respect to stated interests and 

beliefs about opportunities and their effects (ibid). This action is supported by literature chapter 

as a determinant of cognitive alteration, a forward-looking logic of BTOF. 

Next and lastly, in the process-tracing is the transformational mechanisms, which is an outcome at 

an aggregate level without referring to situational and/or action-formation mechanisms, for 

instance, institutions like electoral laws which aggregate single votes into the distribution of 

seats in the parliament (Tranow et. al., 2016) As a result, transformation mechanisms have no theme 

rather shows an intended action-outcomes derived from a rational choice (ibid). Then, we further

detail the process-tracing analysis of the data by creating a configuration, as shown below, as 

means to juxtapose.        

Table 3.9: Example table switch 1 in 2008 from AGM to OGM  
(1) Situational Mechanism

Data Supporting Interpretations of Cognitive Representation (BTOF)
Theme                                                Representative Quotations

Identify Opportunities                    “Conditions in our key regional and sectoral markets in Southern Africa, Middle East, Canada 
and Australia show signs of ongoing growth...” (Annual Report, 2006).  “South Africa had 

pioneered deep-level mining, and it was becoming clear that many mines elsewhere in the 
world were going underground – especially in Australia and Canada – creating demand for 
this South African expertise....(2006). “…. after identifying these similar international 
markets, it became clear that this demand was becoming sustainable” (2006). 

Strategic Renewal                            In 2000, the board appointed new CEO/and top management team who were mandated to 
“transform the firm back, from industrial conglomerate into its historic construction and 
engineering group, with “a non-negotiable commitment to sustainable earnings growth and 
value creation” (Robust magazine, 2009). This process took 10-years in total with 2 strategic 
phases namely: Rebuilding Murray & Roberts (2001 – 2005) and Globalizing Murray & 
Roberts strategy (2005 to 2009) respectively.

(2)  Action-formation Mechanism
Data Supporting Interpretations of Cognitive Alterations                           

Theme Representative quotations

Within areas of know-how           "...Murray & Roberts now had operations in both countries [i.e. Australia and Canada], and 
could easily export this technology to both” (AR, 2006). “So we will mostly likely select or 
switch to organic growth mode really if our evaluation perhaps meet the factors or 
questions: if the growth demand is within our capacity; is the market within our reach with 
regards to relatedness into what we are already doing; can we be competitive with our 
capabilities, and such” (Top Manager). “…. to switch to organic strategy, as a firm you must 
have a strong people who can transfer your successful business systems and way of doing 
things in another market” (Top Manager). “So first, you decide on your growth intent then 
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decide how you are going to get there. This decision to switch growth modes is influenced 
by strategic intent of the firm at a particular time. And there are times we decide to switch 
from acquisition to more organic growth particularly if the demand in selected geographic 
sectors matches our capabilities” (Top Manager).    

Data Showing Outcomes of the Switch   
Representative quotations 

(3) Transformational Mechanisms

                                                        “... Murray and Roberts is now positioned as one of the world’s leading underground mining 

services contractors with a strong presence in the key markets of Africa, Australasia and 
North America” (Annual Report, 2006). “Murray & Roberts strategy was increasingly 

focusing not so much on geographies as on areas of core expertise” (AR, 2008) “Globalizing 

Murray & Roberts is a growth strategy that seeks new opportunity and value from the 
platform created over more than 100 years since 1902”.  “After noticing that the North 

American market continues to show signs of sustainable growth in mining commodities, for 
example, the Murray & Roberts mining contractor “Cementation Canada”, established 

physical presence in Salt Lake City, Utah, in North American, after having operated in USA 
for few years” (RM, 2008).  In 2008, the business was diversified to include the Civil Sector 

in its fold. This new business arm extended its presence and established office based in the 
North by 2009” (Annual Report, 2010). “Cementation Engineering has grown in North 
America following the establishment of its presence in this market” (Annual Report, 2011). 

“Growth into Africa will be pursued organically, using the model of first establishing hubs 
– a process that is already well underway – and then exploring opportunities in neighboring 
countries via these hubs” (Annual Report, 2012). “This year we continued to implement our 

expansion momentum and remain committed to the “hub-and-spoke” model we have 

previously communicated” (Annual Report, 2013). 

After each table (above) a brief and detail narrative is given in the form of the three mechanisms. 

Then, the case-by-case analysis ends by giving a table of summary of the key findings (see page 

131 & 133). 

For cross-case analyses: process tracing 

Here, according to Khan and VanWyneberge (2008) and Baxter and Jack (2008) the main focus 

of a cross-case analysis is to facilitate the comparison of commonalities and differences in the 

events, activities, processes, and units of analyses in case studies. In other words, cross-case 

analysis allows us to group firms that switched from organic to growth through acquisitions, in 

order to study common causes and outcomes (Khan & VanWyneberge, 2008) to reveal why they 

switched in the same way in different instances (years). This is done through the table below. 
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Table 3.10: Example data evidence for cross-case analysis of Switch from OGM to AGM

Switches
Process tracing: data analysis

Situational mechanism Action-formation mechanism Transformational mechanism
BTOF: forward looking logic

Cognitive Representation Cognitive Alteration
Intended Outcomes

Switch 2

Tr iggers of strategic switch Moving towards area of vulnerability

Theme: Emerging demand trend & 
Identify opportunities

“South Africa had pioneered deep-level 
mining, and it was becoming clear that 
many mines elsewhere in the world were 
going underground – especially in 
Australia and Canada – creating demand 
for this South African expertise”.

Theme: Strategic migration 

Theme: Change of course

"...Murray & Roberts now had operations 
in both countries [i.e. Australia and 
Canada], and could easily export this 
technology to both” (AR, 2006). “So we 
will mostly likely select or switch to 
organic growth mode really if our 
evaluation perhaps meet the factors or 
questions: if the growth demand is within 
our capacity; is the market within our” 

(Top Manager). 

Switch from
OGM to AGM

Switch 3

Triggers of strategic switch Moving towards area of vulnerability Outcomes

Theme: Reading markets & opportunity 
identification  

Theme: Strategic risk mitigation  

Theme: Beyond areas of know-how  

Switch from
OGM to AGM

It allows us to….

Cross-case analysis allows the researcher to develop a typological theory by 
charting the repertoire of causal paths that reveal given outcomes as well as the 
conditions under which they occur. Process-tracing generally takes the form of a 
detailed narrative in which the unfolding of a story is theoretically oriented. This 
approach can show how a story unfolded in different cases (Khan & VanWyneberge 
(2008 p.). 

In the next chapter (Chapter Four), the context within which these four large South African 

construction firms operated will be sketched. After that, the strategies of these companies, and 

their switches between growth modes, will be discussed in Chapter Five.  
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CHAPTER 4: CONTEXT OF THE STUDY

4.1 Introduction 

Pre-1994: political and economic overview 

After a long spell of colonization, prior to the transition into a democratic state in 1994, South 

African economic development was dominated by apartheid, which was based on racial exclusive 

political and economic systems feeding on exploitation of natural resources such as gold, diamond 

and other minerals (Faulkner & Loewald, 2008). Over several decades, the South African 

economy was driven by inward focused policies aimed at industrialization and import 

substitution (Hanival & Maia, 2008). During the mid-60s and early-70s for instance, protectionist 

policies boosted domestic demand and the overall GDP was relatively high (ibid). During this 

period, the mainstream South African industrial economic sectors were dominated by a few large 

firms, which benefited from the upswing and the booming economy (Murray & Appiah-Baiden, 

2000). Confined to their home base-market, due to economic and trade sanctions imposed by the 

UN against apartheid (Faulkner & Loewald, 2008), these firms were highly protected from 

international competition and market pressures during this time (Faulkner & Loewald, 2008; 

Cottle, 2014). This resulted in a highly protected environment in which firms enjoyed a close 

relationship to the state, and their growth paralleled the country’s inward industrialization (ibid). 

Unable to expand globally, several firms during this period engaged in vertical and horizontal 

acquisitions across and within industrial sectors (Economist, 2006). This translated into 

businesses that were largely interested in becoming larger (Mpanza, 2016), and a period with 

low levels of establishment of new, smaller firms in most sectors (Faulkner & Loewald, 2008). 

Faulkner and Loewald (2008) report that the apartheid state offered limited economic 

opportunities because of isolation sanction policies imposed by the UN. These limitations were 

furthermore stratified along the lines of racial exclusion, providing poor levels of education to 

most non-white ethnic groups (ibid). According to Martin and Root (2010), this resulted in a 

lower level of skills and barriers to entry into markets of the majority of non-whites in South 

Africa (SA). This was imposed by legal restrictions with high levels of concentration (Cottle, 

2014). However, during the late 1980s, economic growth begun to decline, and this decline 

became even stronger during the 1990s. Economic (Hough et al., 2003; Faulkner & Loewald, 

2008; The Economist, 2006) studies concur that this economic decline emanated from a macro-

economic adjustment brought about by shifts throughout the world, initiated by the late 1970s 
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oil crisis, and domestically entrenched by SA’s growing isolation from the world economy. From

1980 to 1994, the SA economy grew by only 1.2% per annum, almost half the average in 

comparison with other middle-income economies and slower than the rate of population growth 

(The Presidency, 2013). In this period, the share of investment in GDP dropped from 27% in 

1981 to 15% in 1993, far below the expected 20-25%, which was regarded necessary to achieve 

sustainable growth (Industrial Development Corporation, 2013). As shown in the graph below 

private sector investment recorded a decline from 15% to 10% of GDP while the public sector 

fell from 23% to 13% of GDP between 1981 and 1993 (The Presidency, 2013). In this period, not 

only did the apartheid state accrue substantial domestic debt that culminated in unsustainable 

deficit in its budget, Cottle (2014) states that the decline in public investment also had a negative 

impact on economic infrastructure. It was against this background that the newly elected and 

long anticipated democratic regime inherited, not only a rapidly deteriorating economy and 

infrastructure reflecting the economic exploitation (Khosa, 2000), but also the imbalances left by 

the legacy of apartheid. 

Figure 4.1: Private and public investment & GDP 
Source: South African Reserve Bank
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Post-1994 globalization impact to four analysed large engineering contractors 

Following the lifting of economic sanctions, the SA State officially opened its gates and welcomed 

international companies to come in and compete in the local landscape (The Economist, 2006).

The construction industry was no exception to this (Dlungwane & Rwelamila, 2000; Ofori, 2001; 

Cidb, 2005; Olivier & Root, 2014). In contrast to pre-1994, the post-1994 transition to democracy 

resulted in the stripping away of the conditions under which the home-based market had been 

protected, and therefore the conditions from which the largest construction firms benefitted. 

These firms now no longer have a close relationship with the state. Moreover, owing to the lifting 

of sanctions they face fierce competition from experienced US, Chinese, and European 

contractors, not only in SA but also on the African continent more generally (Murray & Appiah-

Baiden, 2000; Olivier & Root, 2014). As a result, the rivalry among the largest firms in the SA 

construction sector has become intense and thus the industry's environment can be viewed as 

being continually hostile and turbulent. Excluding the time of the Soccer World Cup period, 

several researchers (Murray & Appiah-Baiden, 2000; Olivier & Root, 2104) mention that the 

South African construction markets are no longer sufficient to sustain viability of large

construction firms. In general, while external environmental factors can render existing firm-

based capabilities obsolete (Shamsie et al., 2009), in the SA transition marketplace, this 

obsolescence was sufficient to threaten the survival of the large construction firms. This situation 

forced these firms to learn how to compete in an open, democratic economy that they never knew 

before. This shift and the effects were noted by several former CEOs of three of the six largest 

SA construction firms: 

“…suddenly exposed to post-1994 dynamics of globalization, Murray & Roberts was 

unable to compete effectively in markets it did not fully understand… a construction 

and engineering giant, its brand associated with key infrastructural landmarks developed 

over the past century. But, in the 1990’s the company lost its way and almost ceased to 

exist” (Former CEO, 2010). 

“…Basil Read declared its biggest loss ever…the 55-year-old construction firm flirted 

with bankruptcy in the early 2000s (Former CEO, 2004). 

“Seven years ago, [year 2000], Group [Group Five] hit a crisis in terms of control, profit 

and cash” (Former CEO, 2007).
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This not only refers to local large players, but also to the foreign established contractors. For 

instance, several large foreign contractors have been unsuccessful in South Africa due to stiff 

competition from local construction firms (Cidb, 2012). As a result, like other South African firms 

(across sectors), large engineering contractors have also developed offshore corporate strategies 

to seek contract work outside the country (Olivier & Root, 2104). They had to strategically plan 

to obtain sustainable growth and to provide value to shareholders, and geographical expansion 

was one obvious option to overcome the volatility of the domestic market (ibid). This has brought 

its own challenges. For instance, unlike the first wave in the post-apartheid years in the ‘90s, 

which recorded expansion growth failures due to market and cultural ignorance about foreign 

markets, the second wave from 2000 onwards has seen South African firms profiting from those 

early mistakes and steadily expanding into the rest of international markets with great success 

(Rundell, 2010). 

In African construction, markets are contested by a congestion of established large global 

contractors. Not having any choice but to tackle these problems head-on, as the home market 

was (and is) no longer sufficient to be sustainable, construction firms managed to globalize their 

businesses. Although this is the case, the large South African firms are still faced with 

competition not only in their home country, but also throughout African markets, against larger, 

mature international contractors (The Economist, 2006; Cidb, 2014). The African construction 

markets are competitive as global established contractors are increasingly seeking opportunities 

in Africa (Olivier & Root, 2104). This can be seen in the activity of foreign global contractors 

such as American, European, Japanese, Korean and Chinese in emerging African economies. For 

instance, Chen and Orr (2009) noted that:

• European contractors registered a 41.5% share of the total African 
Construction Market in 2006; and 

• Chinese construction firms in Africa grew by 46.2% between 2000 and 
2006, and in 2005 had 32% of their total international revenue coming 
from Africa. 

The following are a sample of the challenges faced by the large contracting firms due to 

globalization post-1994 in South Africa (Murray & Appiah-Baiden, 2000):

• Intensive competition from experienced Chines, European and US 
companies in South Africa and throughout Africa;
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• Fragmentation of construction work resulting to reduction of 
economies of scale in the home market;

• Lack of managers/staff experienced in international contracting, 
which is evidently different from domestic work;

• Reluctance to invest in internationalization. This takes a minimum of 
two years and may take up to ten for the company to consolidate its 
position; and 

• Shareholder pressure during the learning curve may lead the company 
to take a half-hearted approach.

In sum, the transition from apartheid into democratic open markets brought about external 

shocks to the large South African construction firms. For instance, the political transition into 

democratic open markets resulted in the stripping away of the conditions under which the home-

based market was sheltered, and thus the conditions in which the largest construction firms 

benefitted. These firms no longer share a close relationship with the state. Moreover, due to the 

lifting of sanctions they are now facing fierce competition from experienced US, Chinese, 

European contractors, etc., not only in SA but also in the African continent generally (Olivier & 

Root, 2014). While these major firms are heavily influenced by huge demands from political and 

legislative forces, domestic market recessions and diminishing economies of scale is their reality. 

As a result, rivalry among the largest firms in the SA construction sector has been intense and 

the industry's environment can be viewed as being continually hostile and turbulent. It can be 

concluded therefore that the post-1994 conditions triggered environmental shocks, which 

exposed these major firms to competitive markets which challenged not only their prior 

experience, but also their existence, demanding them to learn how to compete in open democratic 

marketplace for the first time. 

4.2 South African construction industry

The period (2001 to 2016) 

This period shows the environmental market context with which the strategic switches did take

place (e.g. 2001-2016) and forms the focus of this study. Since the arrival of the South African 

democratic state in 1994, the construction sector had been expecting, like any other sector, a 

sustained revival (Khosa, 2000). Unfortunately, this has not been the case, instead, as shown in

the graph below, a long period after transition saw under-spending, until the mid-2000s. As 

shown in Figure 4.1 there was a steep rise in fixed investment in the construction industry after 

2003. This increase emanated from a rise in public and private sector infrastructure investment, 



570189-L-bw-Nghona570189-L-bw-Nghona570189-L-bw-Nghona570189-L-bw-Nghona
Processed on: 16-11-2021Processed on: 16-11-2021Processed on: 16-11-2021Processed on: 16-11-2021 PDF page: 65PDF page: 65PDF page: 65PDF page: 65

after a long period of under-spending and a lack of infrastructure maintenance during the 1994-

2002 period (CIDB, 2016).  

Figure 4.2: Gross Fixed Capital Formation
Source: Construction monitor: supply and demand (Construction Industry Development Board, 2016)

The construction industry is mainly driven by contract proposal tenders, which by definition are

unique temporary construction projects that are traditionally funded by public and private 

clients. Put differently, the construction firms do not create a product and go to the market to 

find or convince clients to buy their products. Rather the client initiates the demand by investing 

to build a product (e.g. facility) and put out announcements via contract tenders, and firms 

respond by putting up proposals to construct the product. Proposals from several firms are then 

subjected to a process called tender adjudication which has a series of criterions and point 

systems. It is no wonder then to find very few or no construction firms around the world 

continually advertising their products on the mainstream media. Moreover, demand in the 

construction industry varies from country to country, and below is a summary of investment and 

construction demand in South Africa. 

4.3 Demand and investment in construction industry: 1995 to 2003 period

In the time leading up to the transition period in 1991, Ian Robinson, an executive director of 

Building Industries Federation South Africa (BIFSA), wrote a review on the state of the industry 
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1

and stated: “there is a sign of sustainable growth that is achievable under a new political scenario”. 

Indeed, the Master Builders South Africa (MBSA) (2007) and Mpanza (2016) indicated that signs 

of growth prevailed as the new state in 1994 embarked upon the Reconstruction Development 

Program (RDP), although there were a number of major challenges in the first four years, such

as: 

• Shortage of work as non-residential building activity had dropped by over 22%;

• Investment in housing had fallen by 3%;

• Liquidation of several firms due to a severe drop of over 40% in investment in building. 

Nonetheless, although there where challenges and under-spending during the post-1994 period 

up to the early 2000s, the state did invest and announced a mass housing project that would see 

over 100 000 houses built across the country (Mpanza, 2016). There were also several investment 

announcements for facilities such as schools, healthcare, and connecting households to electricity 

grids and water networks (The Presidency, 2015). Further investments were aimed at improving 

the welfare of households (ibid). Taken together these investments contributed, not only to 

subsequent increase the GDP growth rates, but also to income distribution and subsequently 

improved welfare and standards of living of Historical Disadvantage Individuals (HDIs) (ibid). 

Many factor played a role that led the industry to evolve in the late 90s, from one that used to 

serve a predominately white society and its related infrastructural demands, into an inclusive 

sector that serves all citizens (Mpanza, 2016). As might be expected this further increased the 

necessity to construct more infrastructure, which can accommodate all the South African citizens 

and their growing economic activities. The growing economy and as well as the utilization of 

infrastructure by more people (which it was initially not designed for) subsequently resulted in 

new infrastructural demands that are typical for any developing nation. In particular these 

demands included the following in South Africa (The Presidency, 2015): 

• Roads, rail and ports; 

• Industrial warehouse; commercial shopping malls and commercial office blocks;

• Mass housing with water and electricity; and

• Electric power stations and telecommunications, etc. 

The construction industry demands are discussed for the 2004 – 2010 period below. 
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Demand and investment in construction industry: 2004 – 2010 periods

As noted, the increasing demand of a developing economy led to an increased focus on economic 

infrastructure from the mid-2000s, and this was captured in the 2006 Accelerated shared growth

initiate – South Africa (AsgiSA) program (The Presidency, 2015). As a result, the state and 

private sector needed to invest in the developmental demands of a typical developing economy. 

The infrastructure investment of this phase was further increased by the announcement on 2004 

by the president of the FIFA for South Africa to host the 2010 Soccer World Cup. The FIFA 

Soccer World Cup meant planning 4-5 years in advance. This meant a long-term demand for 

growth, leading to huge investments in the services of the large contractors, not only from South 

Africa, but also established world contractors who came with relevant experience for such 

demand. As a result, among other sectors, Du Plessis and Venter (2010) stated that the 

construction industry preparation for the World Cup spread over 2005 to 2010 with expenditure 

approaching R100 Billion (US$ 13.2 billion). Among the required facilities and infrastructure 

that had to be built or upgraded were the following:

• Stadiums;

• Airports;

• Roads;

• The Gautrain (speed train)

• Hotels, etc. 

From the broader economic view, the world was thrown into an economic crisis during the spring 

of 2008. The housing-market bubble which took place in the United States of America was 

identified as a major cause of this crisis. From the South Africa construction market, this period 

registered the most significant growth in terms of investment in South African industry. 

Although the South African economy was affected by the world crises, according to Engineering 

News (2011) the construction industry, to some extent, was initially protected from this recession 

due to the 2010 FIFA World Cup investments. The soccer tournament provided a shield which 

protected related sectors in general and construction in particular from the global recession. As 

a result, Buys and van Rooyen (2014) noted that several investment institutes targeted South 

Africa for investment purposes during the global credit crunch, which originated during the 

fourth quarter of 2008. The FIFA World Cup kept many construction corporations active due to 

the construction of several infrastructure projects while the global economic recession was at 

hand (Engineering News, 2013). However, the actual soccer event lasted no longer than a month 
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and contracting firms were aware that the long booming investment phase would suddenly take 

a downturn immediately after the period of preparation for the tournament. Indeed, Steyn (2011) 

notes that the construction industry took an economic downturn after the completion of the 2010 

FIFA Soccer World Cup and also more generally that GDP declined sharply recording its lowest 

level, before recovering by mid-2011.

Demand and investment period: 2011 – 2015 

As expected, and shown in Figure 4.1 above, immediately after the 2010 Soccer World Cup,

capital investment for infrastructure went down from the mid-2011 to the 2013/14 period and 

began to pick up again in a small way mid-2014. Munshi (2010) wrote that post the 2010 World 

Cup period has seen a need for the South African construction sector to reposition itself with an 

eye to identify other demands for sustained higher margins. The investment growth from mid-

2014 was not sustained, resulting in a decline towards the end of 2015 (CIBD, 2016). Although 

the South African state’s National Development Plan (NDP) for 2012 and its continued 

commitment to public infrastructure investment of R810 billion over the next few years was still 

positive, this was eventually undermined by the tough economic market experienced by the 

country and this was also reflected in the construction industry (PWC, 2016). This investment 

period was in general tough as the country was also struggling to recover from the impact of the 

global recession. 

4.4 Construction industry: project-based and business level

The goal of this study is to understand the growth strategies of major construction firms in SA, 

in particular observed strategic switches between organic growth and growth through 

acquisitions, and to explain the key drivers of these particular selection and decision outcomes. 

Therefore, it is appropriate at this point to give a detailed description of the nature of the project-

based sector and business level in general and paying attention to the construction sector in a

wider context. 

Industry contexts: construction project-based sector

In carrying out their activities, construction firms need to manage both the business and project 

elements, which have different characteristics (Setiawan, Erdogan & Ogunlana, 2012). While 

construction projects for example, are usually unique and temporary, the business processes 

involve repetitive activities (Gann & Salter, 2000) which must be renewed on a continuous basis 
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in order for an organization to remain competitive (Roberts 1999; Cefis & Marsili, 2006). For 

instance, at the project level, to be sustainable construction firms must secure a series of 

temporary contract-tenders on a continuous basis and subsequently offer cost efficient, 

innovative differentiated services to construct a high quality product (Myers, 2004; Flanagan, 

Lu, Shen, Jewell, 2007; Sexton & Barret, 2010). This is what makes the construction business 

inherently risky and highly competitive. Many projects in the industry are secured through 

competitive bidding processes where contractors must compete with local and global established 

firms in their home and remote marketplaces. In order to submit competitive bids against rivals’, 

contractors more often than not have to reduce their profits substantially (Park et al., 2010; 

Nguko, 2015). In markets where the lowest price bidder is highly preferred amongst several 

competing players who, arguably, are equally capable to offer innovative differentiated services 

to construct a high-quality product, competition can be labeled as hyper-competitive. This is 

exacerbated by the fact that the traditional nature of the contracting business does not guarantee 

future projects as contractors are somehow limited in their influence to create demands for their 

services in a similar way to other industries (Teo, 2002; Nguko, 2015). The inherently uncertain 

and risky nature of contracting business influences attitudes towards risk of top managers, which 

informs not only project-level bid decisions (Kim & Reinschmidt (2011), but also strategic growth 

decisions (Ibrahim & Kaka, 2007). 

So, the hyper-competitive nature of construction industry has not only drastic implications for 

the survival at the project-level, but also at corporate-level, concerning firm sustainable growth.

In addition, because contractors do not traditionally initiate products, they must continuously 

scout for contract projects by following the construction demand investments announced by 

clients. Construction projects emanate from the various demands for infrastructure (roads, water, 

electricity etc.); residential (low and upmarket housing; university accommodations, etc.); non-

residential (hospitals; hotels, schools and universities; industrial warehouses; commercial offices 

complex and shopping malls; etc.,) (Deloitte & Touche, 2012). Although there are several factors 

that may lead to this demand from public/private clients, several authors (i.e. Ahmad & Yan, 

1996, Porteous, 1999; Haupt, 2001; Nguku, 2007) concur that the following factors are commonly 

known as the key drivers: 

• Investment-friendly government policies; 

• Economic conditions; 

• Population growth, 
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• Urbanization, and 

• Foreign aids/loans and grants.  

For instance, Ahmad and Yan (1996) noted that investments in the construction industry are not 

only subjected to economic cycles, but also are dependent on changing state priorities and policies 

producing ‘stop-go’ investment approach in several sectors. Put differently, the state might 

prioritize several sectors over others at certain periods of time and switch to other sectors at 

other times. The state may also turn to convince private investors to do the same in certain 

sectors. In addition, at the global market level, Porteous’ (1999) observation revealed that 

intensity of construction activities fluctuates in relation to variations in factors such as:

• Investor confidence; 

• Availability and cost of finance and consumer demand; or 

• A combination of these. 

According to Haupt (2001) these variations are typical investor and consumer reactions to 

changing governmental priorities and policies. The construction industry together with 

contracting firms thus does not enjoy continuous demand for their products and services. Because 

of the frequently fluctuating demands (Ozdogan & Birgonul, 2001; Aminu, 2006), and the fact 

that projects are temporary, the current workloads do not guarantee future workloads, forcing 

firms to extend their range of business operations outside those in which they are currently 

engaged (Teo, 2002; Nguku, 2015). With little control over the temporal demand for their 

services, large contracting firms have therefore been found to diversify to avoid cyclical 

fluctuating market demand (Langford & Male, 2001; Kim & Reinschmidt, 2011).  In such 

environments Ozdogan and Birgonul (2001) note that, the ability to secure continuous temporary 

contracts in one subsector (e.g. housing or infrastructure) does not guarantee sustainability, as a 

subsector can experience low investment and long-term market shrinkages (Teo, 2002). It is thus 

imperative to compliment the ability to secure contracts at the project-level in one sector, with 

the flexibility to switch gears at the growth-mode level to enter other sectors of the industry to 

avoid market shrinkage. Nguku (2007) stated that contracting firms’ selection of sectors to enter 

depends on their short-term as well as long-term growth objectives. It is thus safe to suggest 

that although there is clear separation between corporate level and project level operations one 

might not get the full picture by analyzing growth modes without taking into consideration the 

project demand duration in a sector, cyclical fluctuating markets, etc. In addition, construction 

projects differ in many dimensions such as size, type, scope, duration, location, etc. These 
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dimensions may provide the context within which top managers select corporate growth modes, 

for example to defend their firms against anticipated shrinking sector demands. Although the 

demands are huge and identifiable in the construction industry there are several noticeable 

uncertainties surrounding them such as: 

• Which sectors are going to be prioritized by which country; 

• How much will be an actual investment and thus projects durations; 

• Exactly when will these projects emerge, 

• Who (client: private/public) will invest in them; and 

• Which procurement and finance model is going to be adopted, etc.? 

In summary, what is important for this chapter was to reflect on the entire period (i.e. 2001-2016) 

context, and by doing so show what was happening outside the firms in the environment. Lastly, 

this chapter helps to demonstrate that the contracting business does not guarantee future 

projects for contractors as they are limited in their influence to create demands for their services 

in a similar way to other industries (Teo, 2002; Nguko, 2015). In such environments Ozdogan 

and Birgonul (2001) note that, the ability to secure continuous temporary contracts in one 

subsector (e.g. housing) does not guarantee sustainability, because while one subsector (e.g. 

infrastructure) can experience low investment and long-term market shrinkages the other can be 

growing (Teo, 2002). It is thus, under these conditions, imperative to compliment the ability to 

secure contracts at the project-level in one sector, with the flexibility to switch gears at the 

strategic growth mode level to enter other sectors of the industry to avoid market shrinkage. We 

will now look how the companies in our case studies dealt with these conditions.
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CHAPTER 5: CASE-BY-CASE ANALYSIS
5.1 Introduction

The narratives from case-by-case analysis are imperative, as they are the building blocks to 

generate insights from (Gersick, 1988, Pettigrew, 1988), which enable comparisons to clarify 

whether an emerging finding is unique to a single case or consistently later (chapter 6) replicated 

across-cases (Eisenhardt, 1991; Yin, 2003). The central purpose of this chapter is to give a 

detailed description of each case while inductively identifying emerging themes embedded in the 

data. Here, the themes embedded in qualitative data will emerge from the representative 

retrospective quotes of top management members and from the historic annual reports, which 

narrate conditions leading up to the strategic switch from one growth pattern to another. The

process-tracing case analysis below are structured as explained (with examples) in the methods 

chapter 3 (see page 49-55). 

5.2 Strategic switch analysis

Strategic switch case 1 analysis

Table 5.1: Switch 1 in 2008 (from AGM to OGM)
Process tracing (data analysis) Forward-looking logic (BTOF) Selected quotes (raw data)

(1) Situational Mechanisms Cognitive Representation Interviews and annual reports
Themes:

• Identify opportunities

• Strategic renewal  

Subjective description of the situation 
(e.g. describing competitive setting of 
the external environment), by top 
managers.   

“Conditions in our key regional and sectoral markets in Southern Africa, 
Middle East, Canada and Australia show signs of ongoing growth...” 
(Annual Report, 2006).  “South Africa had pioneered deep-level mining, 
and it was becoming clear that many mines elsewhere in the world were 
going underground – especially in Australia and Canada – creating 
demand for this South African expertise....(2006).

“Transform the firm back, from industrial conglomerate into its historic 

construction and engineering group, with “a non-negotiable commitment to 
sustainable earnings growth and value creation” (Robust magazine, 2009).

(2) Action-formation Mechanisms Cognitive Alteration Interviews and annual reports
Theme:

• Within areas of know-how  Rational choice based on situation 
described above, by top managers

“So we will mostly likely select or switch to organic growth mode really 
if our evaluation perhaps meet the factors or questions: if the growth 
demand is within our capacity; is the market within our reach with regards 
to relatedness into what we are already doing; can we be competitive with 
our capabilities, and such” (Top Manager). 

(3) Transformation Mechanisms Deliberateoutcomes Annual reports

Evidence of the switch outcomes  Intended action-outcomes derived 
from a rational choice.

“... Murray and Roberts is now positioned as one of the world’s leading 
underground mining services contractors with a strong presence in the 
key markets of Africa, Australasia and North America” (Annual Report, 
2006). “Murray & Roberts strategy was increasingly focusing not so much 
on geographies as on areas of core expertise” (AR, 2008) “Globalizing 
Murray & Roberts is a growth strategy that seeks new opportunity and 
value from the platform created over more than 100 years since 1902”.  

Table 5.2: Switch 1 in 2008 from AGM to OGM  
(1)  Situational Mechanism

Data Supporting Interpretations of Cognitive Representation (BTOF)
Theme                                                Representative Quotations

Identify Opportunities                   “Conditions in our key regional and sectoral markets in Southern Africa, Middle East, Canada 
and Australia show signs of ongoing growth...” (Annual Report, 2006).  “South Africa had 

pioneered deep-level mining, and it was becoming clear that many mines elsewhere in the 
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world were going underground – especially in Australia and Canada – creating demand for 
this South African expertise....(2006). “…. after identifying these similar international 

markets, it became clear that this demand was becoming sustainable” (2006).

Strategic Renewal                            In 2000, the board appointed new CEO/and top management team who were mandated to 
“transform the firm back, from industrial conglomerate into its historic construction and 
engineering group, with “a non-negotiable commitment to sustainable earnings growth and 
value creation” (Robust magazine, 2009). This process took 10-years in total with 2 strategic 
phases namely: Rebuilding Murray & Roberts (2001 – 2005) and Globalizing Murray & 
Roberts strategy (2005 to 2009) respectively.

Action-formation Mechanism
Data Supporting Interpretations of Cognitive Alterations                           

Theme Representative quotations

Within areas of know-how           "...Murray & Roberts now had operations in both countries [i.e. Australia and Canada], and 
could easily export this technology to both” (AR, 2006). “So we will mostly likely select or 
switch to organic growth mode really if our evaluation perhaps meet the factors or 
questions: if the growth demand is within our capacity; is the market within our reach with 
regards to relatedness into what we are already doing; can we be competitive with our 
capabilities, and such” (Top Manager). “…. to switch to organic strategy, as a firm you must 
have a strong people who can transfer your successful business systems and way of doing 
things in another market” (Top Manager). “So first, you decide on your growth intent then 
decide how you are going to get there. This decision to switch growth modes is influenced 
by strategic intent of the firm at a particular time. And there are times we decide to switch 
from acquisition to more organic growth particularly if the demand in selected geographic 
sectors matches our capabilities” (Top Manager).    

Data Showing Outcomes of the Switch   
Representative quotations 

Transformational Mechanisms
                                                       “... Murray and Roberts is now positioned as one of the world’s leading underground mining 

services contractors with a strong presence in the key markets of Africa, Australasia and 
North America” (Annual Report, 2006). “Murray & Roberts strategy was increasingly 

focusing not so much on geographies as on areas of core expertise” (AR, 2008) “Globalizing 

Murray & Roberts is a growth strategy that seeks new opportunity and value from the 
platform created over more than 100 years since 1902”. “After noticing that the North 

American market continues to show signs of sustainable growth in mining commodities, for 
example, the Murray & Roberts mining contractor “Cementation Canada”, established 

physical presence in Salt Lake City, Utah, in North American, after having operated in USA 
for few years” (RM, 2008).  In 2008, the business was diversified to include the Civil Sector 

in its fold. This new business arm extended its presence and established office based in the 
North by 2009” (Annual Report, 2010). “Cementation Engineering has grown in North 

America following the establishment of its presence in this market” (Annual Report, 2011). 

“Growth into Africa will be pursued organically, using the model of first establishing hubs 
– a process that is already well underway – and then exploring opportunities in neighboring 
countries via these hubs” (Annual Report, 2012). “This year we continued to implement our 

expansion momentum and remain committed to the “hub-and-spoke” model we have 
previously communicated” (Annual Report, 2013). 

Situational Mechanism

Theme: Identifying opportunities 

In identifying opportunities top managers anticipate future growth demands. In doing this they 

formulate expectations about a growth demand and begin to map or more precisely link this back
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to their firm’s services. For instance, during 2005 and 2006, while the organization was still 

implementing the Globalizing Murray & Roberts strategy (2005 – 2009), top managers stated… 

“Natural resources are expected to offer increasing opportunity for growth as the 
production maturity of existing investments in the sector fails to meet new demand from 
China and the rest of Asia. The development opportunity for natural resources is 
inextricably linked to the provision of primary infrastructure, such as power, water and 
transport……” (Annual Report, 2005). “Conditions in our key regional and sectorial 

markets in Southern Africa, Middle East, Canada and Australia show signs of ongoing 
growth...” (Annual Report, 2006). 

This insight led to the identification and selection of future markets for the firm.  

“We have identified our key future growth markets as the construction economies of Southern 

Africa, the Middle East and Southeast Asia…” (Annual Report, 2006). 

This referred to the traditional construction and engineering capabilities, which were built on

the bedrock of the rebuilding strategy aimed predominately at the domestic markets for a five -

year period when group was refocusing on construction markets. 

“…. and the specialist mining and energy natural resource markets of South Africa, 
Australia and Canada”.

This quote refers to the new oil & gas, mining & minerals markets, investments which were 

undertaken under the new globalizing strategy following the successful rebuilding domestic. 

During this time of identifying and selecting international market as a sustainable opportunity, 

it was the beginning of the huge demand for infrastructure, accommodation and civil engineering 

in the domestic construction market as the country had now begun to construct for the World 

Cup Soccer. Indeed, the local market did not only show signs of huge sustainable demand, but 

the actual FIFA investments were visible in domestic construction and related industries. The 

group, however, chose to focus towards identifying international markets, as a result, the top 

managers stated:

“South Africa had pioneered deep-level mining, and it was becoming clear that 
many mines elsewhere in the world were going underground – especially in 
Australia and Canada – creating demand for this South African expertise....(2006).
“…. after identifying these similar international markets, it became clear that this 
demand was becoming sustainable” (2007).

Theme: Strategic renewal

The second step in the process leading to the strategic switch was the articulation by the CEO 

and top managers of the need for strategic renewal, i.e. the broadly construed intentions to end 

a strategic phase in order to introduce the new phase with changes in strategic positioning 
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and/or adding to the core competencies. Known as the Globalising Murray & Roberts strategy 

(2005 to 2009), this process begun in mid-2004, replacing the Rebuilding Murray & Roberts’ 

strategy, which extended from 2001 – 2005 as explained in the contextual background. Here, the 

firm pronounced its new focus and attention, which was geared towards entering new markets, 

re-energizing the commitment to sustainable growth, and transforming the group from local into 

a global engineering contractor. This announcement clearly described the boundaries and the 

context within which the switch will later (in 2008) emerge. The top managers stated…. 

“Our strategic focus has shifted gear in the year with the introduction and approval of 

Globalising Murray & Roberts (2005 – 2009) as the growth strategy to re-energies our 
non-negotiable commitment to sustainable earnings growth and value creation” (Annual 

Report, 2004). 

When the top managers reiterated this strategy in 2005, they reintroduced the company as being 

interested to…

“…seek new opportunities and value from the platform created over these past five years 

[Rebuilding Murray & Roberts]. We have identified global best-in-class benchmarks 
against which we measure our performance in engaging our chosen natural resources and 
reginal markets” (Annual Report, 2005). 

Because of the strategic planning towards this renewal, some members of the top managers, and 

the CEO, began to work with the newly appointed international advisory committee, to set up 

strategies in pursuit of these goals. This vision, as reiterated in 2005, required establishing an 

international advisory board…

“In line with Globalising Murray & Roberts and recognizing the complexity of 
international business, we have established an international advisory board to 
complement the board of directors in this respect” (Annual Report, 2005). In addition, the 

company also made progress… “….in our key strategies ensure that our human capital, 
operating systems and risk management controls are capable of supporting our objectives” 

(Annual Report, 2005). 

The group managed to identify the fundamental characteristics that define best-in-class 

companies in the global engineering and construction sector (Annual Report, 2006). These 

characteristics referred to the risk management framework, project management systems, and 

financial consolidation systems, to name only a few. Concurrently the group also altered the 

business profile to represent the two primary sectors: a regional business model characterized by 

a multiplicity of clients and competitors, and a global business model characterized by a 

concentration of clients and competitors (Annual Report, 2006). By 2007, a year before the switch 

(i.e. 2008) the group stated:
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1

“We have continued our program of strategic intervention into key aspects of our 
business processes and systems to build the capacity demanded of the market growth 
we believe lies ahead of us for the foreseeable future” (Annual report, 2007).   

Action-formation mechanism 

Theme: Within areas of know-how

In 2006, the top managers begun to articulate strategic choice and stated that they aim to be….

“An integrated group of world class companies serving the construction economies of 
the less developed world and leveraging our contracting and manufacturing 
competitiveness into global markets” (Annual Report, 2006).

The statement reveals a choice to leverage core capabilities into global markets, during the time 

the firm was firmly expanding in global markets. This choice might have come about because the 

group had confidence in the international construction market conditions, and the experience of 

international advisory board and the firms’ early success in positioning itself into selected new 

global markets. Although these issues where directly linked to the acquisition expansion mode, 

which the group initially adopted, the top managers subsequently felt confident to switch to an 

organic mode of expansion, with an aim to 

“…leveraging our contracting and manufacturing competitiveness into global 

markets” in 2007. 

As a result, after entering global markets via acquisition mode, the firm intended to redeploy its 

traditional core engineering and contracting capabilities in global markets. This interpretation 

is corroborated by the main source of data: the top managers retrospective interview quotations, 

making this emerging concept plausible. This conceptual interpretation here is based on the idea 

that top managers switch to the organic mode when they perceive that their firms’ core -

competencies are strong enough to leverage firms’ competitiveness in related but distant 

geography markets. Below are the top management quotes: 

“So for us there is no right or wrong answer but suitability at the time prevails. So we will mostly likely 
select or switch to organic growth mode really if our evaluation perhaps meet the factors or questions: 
if the growth demand is within our capacity; is the market within our reach with regards to relatedness 
into what we are already doing; can we be competitive with our capabilities, and such” (Top Manager). 

“….. to switch to organic strategy, as a firm you must have a strong people who can transfer your 

successful business systems and way of doing things in another market” (Top Manager).

“So first, you decide on your growth intent then decide how you are going to get there. This decision 
to switch growth modes is influenced by strategic intent of the firm at a particular time. And there are 
times we decide to switch from acquisition to more organic growth particularly if the demand in selected 
geographic sectors matches our capabilities” (Top Manager).
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“…… it’s an issue of suitable strategy for the demand that is ahead in the market, if we had to adopt 

organic strategy but you see that your firm might not pose enough competitive strength against, say,  
established European and US Contractors, then we might not use it, construction global markets are 
very competitive. But when you have operated in a market and got some knowledge about a parti cular 
market, you might want, as we done, to further our geographic footprint, to plan and turn towards 
organic growth. To further penetrate and extended our brand by identifying opportunities that matched 
our African business platforms, it was also a time when African markets were not necessarily doing well”

(Top Manager).

Transformational Mechanisms

What did the firm do during this phase of organic expansion from 2008-2013, after switching 

growth strategies, from acquisition to organic mode? The narrative in Table 5.6 shows empirical 

cases that exhibit organic-mode expansion in action during this five-year period after the switch.

Table 5.3 Data showing switch outcomes (from acquisition into organic-expansion mode: 2008 to 2013)
Year Market Case narrative

2008 

Canada
The Group is currently investigating underground mining opportunities in Chile, where open-cast copper mining is  
beginning to go underground. These are global businesses, typified by the fact that we often have the same global 
customers in each country we operate in” (RM, 2008).

Middle East

“Murray & Roberts Steel positioned itself for growth in domestic and international markets and generated significant 
value through its leverage of the value chain in the steel sector. South Africa Murray & Roberts Steel embarked on a 
strategy in 2002 to position the company for significant anticipated growth in its domestic and international markets. 
Human capacity has been strengthened in the domestic market and significant new capacity was created in selected 
international markets” (AR, 2008).

2009
African

“Primarily a building company, Murray & Roberts Namibia has been responsible for the construction of some of the 

largest structures in Namibia. In 2008, the business was diversified to include the Civil Sector in its fold. This new 
business arm extended its presence and established office based in the North by 2009” (Annual Report, 2010)  

2011 Canada
“The Group extended its market share in underground mining market in Canada. Cementation Engineering has grown 
in North America following the establishment of its presence in this market” (Annual Report, 2011).

2012 African

“Our strategy for expanding into Africa is a cautious one, but it is on track and will be accelerated during the coming 

year. The first steps have been taken to establish a presence in Ghana (through the Engineering Africa operating 
platform), Zambia (utilizing the capacity of the Construction Global Underground Mining operating platform) and 
Mozambique (through the Construction Products Africa operating platform). Growth into Africa will be pursued 
organically, using the model of first establishing hubs – a process that is already well underway – and then exploring 
opportunities in neighboring countries via these hubs” (Annual Report, 2012).

2013 This year we continued to implement our expansion momentum and remain committed to the “hub -and-spoke” model 

we have previously communicated” (Annual Report, 2013).

Strategic switch case 2 analysis

Table 5.4: Switch 2 in 2014 from OGM to AGM
Process tracing (data analysis) Forward-looking logic (BTOF) Selected quotes (raw data)

(1) Situational Mechanisms Cognitive Representation Interviews and annual reports
Themes:

• Emerging demand trend & 
opportunity identification

• Strategic migration                        

Subjective description of the situation 
(e.g. describing competitive setting of 
the external environment), by top 
managers.   

“Global growth, particularly in and from the eastern hemisphere, 
continues to place heavy demand into the natural resources sector.
Indications are that this will continue for at least the next five to seven 
years before reaching a new level of sustainable demand. This bodes well 
for further development of a global resources focus in the Group” (Annual 
Report, 2006). “We have identified these sectors as those presenting the 
best sustainable growth potential in the medium to long term” (Annual 
Report, 2013). 

“The construction industry is not a high-margin industry” “…. our entry into 
new market sectors such as operations and maintenance” (Annual Report, 
2013). This shared sense of purpose and vision strengthens management’s 
determination to pursue, with renewed confidence, the journey towards a 
New Strategic Future for the Group” (Annual Report, 2013). 

(2) Action-formation Mechanisms Cognitive Alteration Interviews and annual reports
Theme:

• Change of course                          “Sometimes you want to grow inorganically via acquisitions to change the 
strategic direction of the firm. For instance, we are exiting the 
construction building market sector that is the decision we took…” (Top 
Manager). “The decision of growth strategies and why do they switch 
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Rational choice based on situation 
described above, by top managers

depends on several factors, strategy change influenced by shareholders, 
markets, or even the top leaders of the firm. But in general and as we are 
now doing, inorganic growth is easy strategy if you want to change and 
shift an organization you do it via acquisition to a new strategic path” (Top 
Manager). 

(3) Transformation Mechanisms Deliberate outcomes Annual reports

Evidence of the switch outcomes  Intended action-outcomes derived 
from a rational choice.

“Murray & Roberts Clough recently announced the acquisition of 
Enercore Projects Limited (“Enercore”), a privately owned engineering 
services company headquartered in Calgary, Canada. Enercore specializes 
in the provision of Engineering, Procurement and Construction 
Management services to the Canadian oil and gas sector” (Annual General 
Meeting, 2015). “Murray & Roberts (Cementation Canada) acquires merit 
consultants. International Cementation Canada has completed the 
acquisition of Merit Consultants International Inc. (“Merit”).  

Table 5.5: Switch 2 in 2014 from OGM to AGM
Situational Mechanism

Data Supporting Interpretations of Cognitive Representation (BTOF)
Themes                                          Representative Quotations
Emerging demand trend & 
opportunity identification

“Global growth, particularly in and from the eastern hemisphere, continues to place heavy 
demand into the natural resources sector. Indications are that this will continue for at least 
the next five to seven years before reaching a new level of sustainable demand. This bodes 
well for further development of a global resources focus in the Group” (Annual Report, 
2006). “There is every indication that a new wave of natural resource driven opportunities 
will arise from the rest of Africa” (Annual Report, 2007). “Contrary to the turmoil in South 
African and global consumer and financial markets [due to 2008 global crises], demand for 
natural resources and infrastructure seems reasonably resilient for the foreseeable future” 
(Annual Report, 2008). “Further afield, the growth of oil & gas and minerals exploration 
and extraction in Australia and Southeast Asia spurs optimism and we expect to continue 
reaping the benefits of the investments, relationships and local knowledge that Clough and 
Murray & Roberts have built up in these areas”. “Specifically, as a growing proportion of 
our work is generated within the resources sector…” (Annual Report, 2011). “Growth 
expected in certain key segments, power, water, mining etc. (Annual Report, 2012). Global 
move from opencast to underground mines and growth in active regions…Australia, Africa, 
Canada, USA and South America” (Annual Report, 2012). “…… with greater emphasis on 
the oil & gas and mining market sectors. We have identified these sectors as those 
presenting the best sustainable growth potential in the medium to long term” (Annual 
Report, 2013). “Global socio-economic drivers such as economic growth, population growth 
and urbanization, together with environmental imperatives such as the transition to lower-
carbon energy and addressing water scarcity, underpin the long-term demand for natural 
resources and the associated infrastructure” (Annual Report, 2014). 

Strategic migration                        “Cash flow uncertainty and the recognition of uncertified revenues increases the risk profile 
of a contractor. Contractors have always been easy targets for slowed, deferred or non-
payment (Annual Report, 2010). “The construction industry is not a high-margin industry” 
“….our entry into new market sectors such as operations and maintenance” (Annual Report, 
2013). “As the Recovery processes bed down, and with the first part of the Growth phase 
being underway, Henry Laas and his team are already looking forward to the New Strategic 
Future for the Group, for the period beyond 2014. This shared sense of purpose and vision 
strengthens management’s determination to pursue, with renewed confidence, the journey 
towards a New Strategic Future for the Group” (Annual Report, 2013). “Our Growth plan 
is primarily about disposals and acquisitions designed to focus the Group on its core 
competence of engineering and construction, with greater emphasis on the oil & gas and 
mining market sectors. We have identified these sectors as those presenting the best 
sustainable growth potential in the medium to long term. In terms of this plan, 2013 was 
primarily focused on the disposal of identified businesses and 2014 will be a year of 
acquisition” (Annual Report, 2013). “This New Strategic Future is particularly focused on 
bringing the Group’s core competencies of engineering and construction to bear in the 
natural resources sectors” “…..we aim to grow in the oil and gas, mining, energy and 
industrial markets, where we are able to leverage our current capabilities, and….in the 
global industrial water market. (Annual Report, 2014). 

Table 5.6: Data Supporting Interpretations of Cognitive Alterations 
Theme            Representative quotations 
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                          Action-formation Mechanisms 

Change of course                          “Firm may start as one thing and end up as something else, Murray and Roberts’ history is 
eventful, in the 80s, Murray and Roberts become part of a holding firm with investment 
from diverse industry, and during the 2000 it was again back to construction and 
engineering. The decision of growth strategies and why do they switch depends on several 
factors, strategy change influenced by shareholders, markets, or even the top leaders of the 
firm. But in general and as we are now doing, inorganic growth is easy strategy if you want 
to change and shift an organization you do it via acquisition to a new strategic path” (Top 
Manager). “Sometimes you want to grow inorganically via acquisitions to change the 
strategic direction of the firm. For instance, we are exiting the construction building market 
sector that is the decision we took, as we have seen that South African and international 
markets are no longer going to support our growth demands. So as we have been growing 
in a domain areas of capability using organic-growth strategy for a while [from 2008-2013 
to be exact] and huge number of acquisitions are now planned so we obtain the capability 
to offer the client the services we didn’t currently had” (Top Manager).  “…As a group, 
Murray & Roberts is focusing completely on natural resources, oil & gas, water, mining, 
minerals because these are the markets we have now selected to offer the group sustainable 
demands …..” “Yes we have been active in some of these markets, but now that we are going 
to focus more on those markets we decided and planned several competitive acquisitions 
who are already active in those markets…” (Top Manager).

Table 5.7: Data Showing Switch Outcomes  
Representative quotations 

Transformational Mechanisms
“The oil & gas platform is extending its engineering service offering globally and recently 

completed a US$5 million strategic acquisition of CH-IV, a boutique engineering company 
based in the United States of America. CH-IV is highly regarded in the LNG concept and front 
end engineering design (“FEED”)” (Annual General Meeting, 2014). “Murray & Roberts 
Clough recently announced the acquisition of Enercore Projects Limited (“Enercore”), a 

privately owned engineering services company headquartered in Calgary, Canada. Enercore 
specializes in the provision of Engineering, Procurement and Construction Management 
services to the Canadian oil and gas sector” (Annual General Meeting, 2015). “Murray & 

Roberts (Cementation Canada) acquires merit consultants. International Cementation Canada 
has completed the acquisition of Merit Consultants International Inc. (“Merit”). Merit has 

worked with clients in the mining and resource industry worldwide providing project and 
construction management services, successfully participating in projects in the USA, Canada, 
Australia, China, Turkey, Philippines, Papua New Guinea, Chile, Guyana, Myanmar, Peru and 
Portugal. Merit’s head office is located in Vancouver, BC, Canada” (Robust Magazine, 2016).   

“Despite the fundamental changes in the business over the past three years [since 2013] the 
Group is still primarily viewed as a South African civil and building construction company” 

(Annual Report, 2016). “This new strategic direction and resultant divestment from the civil 
engineering and general building market sectors made it appropriate to transfer our sector 
listing to General Industrial” (CEO: Murray & Roberts’ press release, 2017).

Situational Mechanism

Theme: Emerging demand trend and opportunity identification

After finalizing discussion of the financial performance for 2010, the new CEO and top managers 

considered all factors influencing the group’s current and future performance forecasts (Annual 

Report, 2011). Among other critical issues, this included an examination of volatility in some of 

the markets the group operated in (Annual Report, 2011), with longitudinal systematic 

comparative data (i.e. from 2005 to 2011 ever since they entered the global markets), between 

the volatility and sustainability of these two sets of markets [construction markets and natural 
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resource markets], and how each had withstood the crisis. With this vital information, the group 

was able to develop a decisive preference for going forward, and this drove top managers to 

switch and change direction of the organization. In 2005 for instance, top managers stated the 

following about the future…

“Global growth, particularly in and from the eastern hemisphere, 
continues to place heavy demand into the natural resources sector. 
Indications are that this will continue for at least the next five to seven 
years before reaching a new level of sustainable demand. This bodes well 
for further development of a global resources focus in the Group” 

(Annual Report, 2006). “There is every indication that a new wave of 

natural resource driven opportunities will arise from the rest of Africa” 

(Annual Report, 2007). “Contrary to the turmoil in South African and 
global consumer and financial markets [due to 2008 global crises], 
demand for natural resources and infrastructure seems reasonably 
resilient for the foreseeable future” (Annual Report, 2008). 

Since 2011 onwards, top managers perceptions about this emerging sustainable demand of the 

natural resources market, over construction markets, begun to take shape. For instance, in 2011 

the group stated: 

“In the last year [2010], as activity in the South African construction sector declined, 
the Group faced the full consequences of severely constrained infrastructure markets 
both in South Africa and internationally. In Dubai, opportunities virtually vanished, 
while in South Africa there was little public sector appetite for new investment in fixed 
infrastructure”. “In the Middle East we are shifting our focus from Dubai to Abu Dhabi 

and Qatar, and expect a good return on the investments we are making in these emirates 
although these markets are expected to remain challenging for the foreseeable future” .... 

“In the medium to longer term, the outlook for both is positive given the major – and 
growing – infrastructural backlog in South Africa. This backlog extends to transport, 
ports, power generation, public sector buildings and even correctional facilities. While 
Government’s [i.e. South Africa] temporary detachment from such spending is 

understandable, it is inconceivable that there will not, in time, be a renewed focus on 
fixed capital formation given the social and political imperatives facing the authorities. 
The only uncertainty lies in predicting what precisely Government’s timing in this 
regard will be” (Annual Report, 2011). 

On the other side of the coin, the group stated:

“Further afield, the growth of oil & gas and minerals exploration and extraction in 
Australia and Southeast Asia spurs optimism and we expect to continue reaping the 
benefits of the investments, relationships and local knowledge that Clough and 
Murray & Roberts have built up in these areas” (Annual Report, 2011). “Only 20% of 

planned EBIT for the new financial year [i.e. 2010] derives from our construction 
activities in the traditional civil construction and building markets in southern Africa 
and Middle East. While these markets are expected to remain depressed for at least the 
next 12 months, we are not overly dependent on them. The Group’s strength is 

increasingly in our diversity, in terms of the breadth of services and products we offer 
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across the engineering and construction value chain, as well as our geographic spread 
and exposure to different economic cycles. This has helped the Group to weather severe 
economic headwinds and to end the year with a substantial order book”. “All operating 
platforms, other than Construction Africa and Middle East, are expecting to experience 
improved trading conditions in the new financial year” and lastly…“From an operational 

perspective, with the notable exception of those that are active in the resources sector, 
most of our businesses experienced depressed markets, with acute competition and 
intense margin pressure” (Annual Report, 2011).

This perception begun to build up gradually until 2014 the year of switch.

“In the engineering and construction sectors, significant new opportunities exist within 

alternative energy, the water sector and operations and maintenance primarily in the power 
sector …..” “At the time of writing, all indications were that commodity prices in general were 
holding up well, and that demand for minerals and oil & gas would underpin investment in 
their extraction. In this regard, the Group’s Construction Global Underground Mining 

platform, as well as its oil and gas investments in Australia and the Far East, are expected to 
continue contributing meaningfully to revenues and profits over at least the medium term” 

(Annual Report, 2012). 

About the local market…. 

“Any growth in the next year resulting from a turnaround in the South African 
construction economy, which we do not anticipate at present, would come as a welcome 
boost. We take the view however that significant fixed investment in South African 
infrastructure is sorely needed and work is being undertaken to position the appropriate 
operating platforms to engage in such opportunities” (Annual Report, 2012).

In 2013, a year before the switch, the group stated:

“Notwithstanding the current contribution made to profits by our international operations, 

our South African operations account for some 80% of our employees and 30% of our 
turnover. When we turn revenue into profits, we will be able to derive substantial value 
from operating in our home country for decades to come” …. “The Group wishes to 

participate actively in new public sector infrastructure investment in South Africa, but the 
reality is that there is limited opportunity to do so” (Annual Report, 2013).

The group gave details about the domestic market: 

“Our detailed analysis of current engineering and construction opportunity from the 
publicly communicated Government [South African] spend, generally reported to be in the 
region of R800 billion, indicates that much of this consists of funds that have either already 
been committed, or that have been earmarked for the manufacturing sector, or are part of 
projects already under construction” (Annual Report, 2013). “In terms of near-term 
potential for the Group we have to recognize that growth in South Africa is primarily a 
function of the nation’s investment in infrastructure, and growth in sub-Saharan Africa; 
while exciting in the long-term, this growth will be off a very low base” (Annual Report, 

2013). 
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About the prospects for global markets, particularly the few natural resources sectors, in which 

the group was operating, the top managers noted: 

“The near-term opportunities for the Group lie in the oil & gas and underground mining 
spheres. Shareholders will have noticed the dynamic performances of our oil & gas related 
engineering efforts in Australia, and our underground mining operations in Canada and the 
USA. The Board shares management’s view that, while the regional opportunities closer to 
home develop, these international opportunities will be the primary drivers of shareholder 
value for the moment” …. “It follows therefore that diversifying and growing our business 

in regional and international markets is of the utmost importance” (Annual Report, 2013). 

“… with greater emphasis on the oil & gas and mining market sectors. We have identified 
these sectors as those presenting the best sustainable growth potential in the medium 
to long term”. “In our view, the international businesses will, over time, record stronger 
growth relative to the regional businesses” (Annual Report, 2013). 

And in 2014 the top managers stated….

“Global socio-economic drivers such as economic growth, population growth and 
urbanization, together with environmental imperatives such as the transition to lower-
carbon energy and addressing water scarcity, underpin the long-term demand for natural 
resources and the associated infrastructure” (Annual Report, 2014).

Theme: Strategic migration

Based on the perceived opportunities discussed above, top managers begun to take preference of 

natural resource markets, over pure contractor markets, which Murray and Roberts group was 

known for since 1902. These preferences gradually begun to shape, and top managers gave 

reasons such as…

“Cash flow uncertainty and the recognition of uncertified revenues increases the risk profile 
of a contractor. Contractors have always been easy targets for slowed, deferred or non-
payment (Annual Report, 2010). “The construction industry is not a high-margin industry”

(Annual Report, 2011)

These sentiments were followed by the beginning of a new strategy for the company. As a result, 

towards the beginning of 2013, the top managers together with the Board begun to work on the

New Strategic Future, based on the “Vision 2020” ….

“…. Henry Laas (CEO) and his team (top managers) are already looking forward to the New Strategic 
Future for the Group, for the period beyond 2014. This shared sense of purpose and vision strengthens 
management’s determination to pursue, with renewed confidence, the journey towards a New 

Strategic Future for the Group” (Annual Report, 2013).

Again in 2013, a year before the switch, the group further and clearly outlined its’ strategic 

migration: 
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“Our Growth plan is primarily about disposals and acquisitions designed to focus 
the Group on its core competence of engineering and construction, with greater 
emphasis on the oil & gas and mining market sectors. We have identified these sectors 
as those presenting the best sustainable growth potential in the medium to long term. 
In terms of this plan, 2013 was primarily focused on the disposal of identified businesses 
and 2014 will be a year of acquisition” (Annual Report, 2013). 

Again, strategic intentions like these led to the observed strategic switch outcome, which took 

place in 2014. In 2014, the group extended the vision (i.e. Vision 2020”) to “Vision 2025”. 

Although it remained largely the same, the group made gradual amendments by beginning to 

remove the infrastructure sectors and this led to the proposal of disposing of the original and 

iconic Infrastructure and Building businesses that stood at the birth of the firm in 1902.

“The proposed sale of the Infrastructure & Building Engineering platform and Genrec, 
[the original and iconic business units which started in 1902 as core of this firm] is the 
last remaining non-strategic business in its portfolio, reflects the progress made in 
implementing the Group’s New Strategic Future plan” (Annual Report, 2014).

In 2016, the group disposed of this business unit: 

….. “The decision to dispose of the infrastructure and building businesses supports the 

Group’s long-term strategy to focus its business on the global natural resources 
markets”. “The Group has evolved into a focused project solutions provider in its chosen 
natural resources market sectors, with each business platform developing a meaningful 
global operating base. Considering the New Strategic Future plan, the Group’s civil 

infrastructure and building business was determined to no longer be a strategic fit for 
the Group and the Board, after two years of debate and consideration, approved the sale 
of the I&B [infrastructure and building] platform”. 

Action-formation mechanism

Theme: Change of course

The announcement of the disposal of Murray and Roberts’ infrastructure and building businesses 

sent shockwaves across the country and some ordinary South Africans were not only in denial of 

this reality, but also found it difficult to separate the group’s identity from the civil and building 

sectors due to the historic imprint since 1902. This sentiment was shared by top managers…

“Despite the fundamental changes in the business over the past three years [since 2013] 

the Group is still primarily viewed as a South African civil and building construction 

company” (Annual Report, 2016).  

The conceptual interpretation here is based on the idea that top managers switch to the 

acquisition mode of expansion when they a) intend to change their firms’ course. Across top 
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managers, some sense of “we adopt or switch to growth through acquisition mode when changing 

firms’ course” emerged…

“Firm may start as one thing and end up as something else, Murray and Roberts’ history 

is eventful, in the 80s, Murray and Roberts become part of a holding firm with investment 
from diverse industry, and during the 2000 it was again back to construction and 
engineering. The decision of growth strategies and why do they switch depends on 
several factors, strategy change influenced by shareholders, markets, or even the top 
leaders of the firm. But in general and as we are now doing, inorganic growth is easy 
strategy if you want to change and shift an organization you do it via acquisition to a new
strategic path” (Top Manager). 

“Sometimes you want to grow inorganically via acquisitions to change the strategic 
direction of the firm. For instance, we are exiting the construction building market sector 
that is the decision we took, as we have seen that South African and international markets 
are no longer going to support our growth demands. So as we have been growing in a 
domain areas of capability using organic-growth strategy for a while [from 2008-2013 to 
be exact] and huge number of acquisitions are now planned so we obtain the capability 
to offer the client the services we didn’t currently had” (Top Manager).  

“This follows the Group’s announcement of the disposal of its South African 

Infrastructure & Building businesses, which was classified as non-core in 2016. This 
transaction should be completed within the second half of the current financial 
year. “Murray & Roberts has transformed into a multinational specialist engineering 

and construction group, and it has taken a long-term view in deciding to focus its 
expertise on the global natural resources markets. This new strategic direction and 
resultant divestment from the civil engineering and general building market sectors 
made it appropriate to transfer our sector listing to General Industrial” (CEO: Murray 
& Roberts’ press release, 2017).

To some extent this notion was also promoted when a firm wanted to focus more on a particular 

sector by completely moving away from a sector they known for or used to participate in, as 

highlighted below by top managers….

“After you identify your vision and sectors you wish to participate in, then the question 
on which mode to adopt between organic and acquisition subsequently has to be discussed 
and evaluated against the growth demand that lies ahead. As a group, Murray & Roberts 
is focusing completely on natural resources, oil & gas, water, mining, minerals because 
these are the markets we have now selected to offer the group sustainable demands …..” 

“Yes we have been active in some of these markets, but now that we are going to focus 

more on those markets we decided and planned several competitive acquisitions who are 
already active in those markets…” (Top Manager).

As explained above, some of these acquisitions were meant to add competitive acquisitions to the 

selected natural resource markets the group was already active in. The CEO also explained this 

for instance, when in 2017 he was asked why he was planning to acquire further capabilities in a 

market (i.e. oil & gas in America) they were already active in:
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“We already have a strong engineering presence in the US, through CH-IV (oil & gas), 
but we don’t yet have a construction capability in that market – so we can engineer things, 
but we can’t build them. We want to buy a company in the US that can bring an 

implementation capability that we can marry with our engineering capability” (CEO: 
Engineering New, 2018).

Again, explaining other acquisitions during the acquisition expansion mode (i.e. 2014-2016), in 

2015, the CEO said:

“The acquisition builds on Murray & Roberts Clough’s North American presence, 

which commenced in the USA in 2014 with the establishment of a Clough 
engineering team in Houston, Texas; and the acquisition of liquefied natural gas 
(“LNG”) engineering and consulting specialist CH-IV in Baltimore, Maryland. This 
acquisition further supports Murray & Roberts' strategy to grow its engineering 
capability in the business platforms that are focused on the natural resources market 
sectors, which is being pursued through small bolt-on acquisitions” (CEO: Murray & 
Roberts’ press release, 2015).

Transformational mechanisms

The empirical cases below exhibit the acquisition expansion mode in action after the 2014 switch 

from organic growth. In 2013 a year before the switch…

“In terms of this plan [New Strategic Future (i.e. “Vision 2020”)], 2013 was 

primarily focused on the disposal of identified businesses and 2014 will be a year of 
acquisition” (Annual Report, 2013). 

Table 5.8: Data showing switch outcomes (from organic to acquisition expansion mode): 2014 to 2016
Year Case narrative

2014

Bus iness Unit (Oil & Gas): “The oil & gas platform is extending its engineering service offering globally and recently completed a US$5 
million strategic acquisition of CH-IV, a boutique engineering company based in the United States of America. CH-IV is highly regarded 
in the LNG concept and front end engineering design (“FEED”)” (Annual General Meeting, 2014).  
Bus iness Unit (Oil & Gas): “The oil & gas platform also completed a £9 million strategic acquisition of Booth Welsh, an engineering 
services company based in Ayrshire, Scotland. Booth Welsh specializes in electrical, instrumentation, automation and controls design 
as well as commissioning services” (Annual General Meeting, 2014).  
Bus iness Unit (Energy & Industria l) : “The acquisition of Aquamarine Water Treatment for R28 million was recently completed. 
Aquamarine is a company that designs, manufactures, installs and maintains water treatment solutions. It currently operates in a niche 
market for mainly small to-medium size installations and has developed a network of resellers throughout the African continent that 
serves as an extended business development network” (Annual General Meeting, 2014).

2015
Bus iness Unit (Oil & Gas): “Murray & Roberts Clough recently announced the acquisition of Enercore Projects Limited (“Enercore”), 

a privately owned engineering services company headquartered in Calgary, Canada. Enercore specializes in the provision of 
Engineering, Procurement and Construction Management services to the Canadian oil and gas sector” (Annual General Meeting, 2015).   

2016

Bus iness Unit (Underground Mining): “Murray & Roberts (Cementation Canada) acquires merit consultants

International Cementation Canada has completed the acquisition of Merit Consultants International Inc. (“Merit”). Merit has worked 

with clients in the mining and resource industry worldwide providing project and construction management services, successfully 
participating in projects in the USA, Canada, Australia, China, Turkey, Philippines, Papua New Guinea, Chile, Guyana, Myanmar, 
Peru and Portugal. Merit’s head office is located in Vancouver, BC, Canada” (Robust Magazine, 2016).  

Source: Annual General Meeting, 2014 & 2015, Robust Magazine, 2016

http://www.engineeringnews.co.za/topic/engineering
http://www.engineeringnews.co.za/topic/construction
http://www.engineeringnews.co.za/topic/engineering
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1

Strategic switch case 3 analysis 

Table 5.9: Switch 3 in 2008 from OGM to AGM
Process tracing (data analysis) Forward-looking logic (BTOF) Selected quotes (raw data)

(1) Situational Mechanisms Cognitive Representation Interviews and annual reports
Themes:

• Reading market and identify 
opportunities   

• Strategic risk mitigation     

Subjective description of the situation 
(e.g. describing competitive setting of 
the external environment), by top 
managers.   

“Possible expansion into engineering, procurement and construction 
management markets” (AR, 2008). “The PPP model encompasses the 
design, construction and financing of major projects, which Basil Read has 
identified as a key growth area” (AR, 2009). 

“Strong growth in civil engineering is forecast for the next 5 years after which 

it is expected to slow” (Corporate presentation, 2006). “Some uncertainty 

beyond 2010 following completion of FIFA Soccer World Cup (AR, 2007)
(2) Action-formation Mechanisms Cognitive Alteration Interviews and annual reports

Theme:
• Beyond areas of know-how   

Rational choice based on situation 
described above, by top managers

“Now the change and switching of strategies are likely to takes place, 
because you might want to move away from one sector and enter some 
markets” (Top Manager). “….we have to change and look to acquire 
companies especially if we see the is going to be a huge demand because 
we don’t have those capabilities” (Top Manager)  “Basil Read is also 
considering moving into the engineering, procurement, and construction 
management (EPCM) field” (Engineering news, 2009). “…. the enlarged 
group [Basil Read] will be able to accept a wider range of new projects…” 

(3) Transformation Mechanisms Deliberate outcomes Annual reports

Evidence of the switch outcomes  
Intended action-outcomes derived 
from a rational choice.

“We are on the acquisition trail, says Basil Read CEO Marius Heyns 
(Engineering news, 2009). This acquisition will strengthen Basil Read’s 
buildings division and enable the enlarged group to aggressively pursue 
the many building opportunities currently on offer as public-private 
partnerships (PPP) (Annual report, 2009). 

Strategic switch 3: 2008 (from OGM to AGM)

Table 5.10: Data Supporting Interpretations of Cognitive Representation 
Theme                                                        Representative Quotations

                           Si tuational Mechanisms

Reading market & 
Identify Opportunities                    “Possible expansion into engineering, procurement and construction management markets” 

(AR, 2008). “The PPP model encompasses the design, construction and financing of major
projects, which Basil Read has identified as a key growth area” (AR, 2009). “…expanding 
into infrastructure and oil/gas businesses to increase service offering” (CP, 2009). “Our 
growth strategy will also involve increasing and diversifying our product and services base” 
(AR, 2010)

Strategic Risk Mitigation               “Strong growth in civil engineering is forecast for the next 5 years after which it is expected 
to slow” (Corporate presentation, 2006). “Some uncertainty beyond 2010 following 
completion of FIFA Soccer World Cup – Recent developments in local economy, specifically 
power crisis and the effect on GDP (could decline to around 2%)” (Annual report, 2007). 
“The primary rationale behind Basil Read’s developing global strategy is to lessen the risk 
inherent in geographic concentration. To mitigate the risk of a possible future drop off in 
local work and to position ourselves to ensure that we are well placed to take advantage of 
the global economic recovery when it comes, the group is considering opportunities in other 
countries” (AR, 2008).

.

Table 5.11: Data Supporting Interpretations of Cognitive Alterations 
Theme            Representative quotations 

                          Action-formation Mechanisms 

Beyond areas of know-how         “Our goal of becoming a R5 billion plus group by 2010 is within reach and we expect to 
achieve this goal ahead of plan. For this reason, we have updated our vision statement and 
our revised strategic goal is to become a R10 billion-turnover global construction group by 
2013” (AR, 2008). “Acquisitions, global expansion vital to contractor's R10bn-by-2013 
vision”. Basil Read is also considering moving into the engineering, procurement, and 
construction management (EPCM) field” (Engineering news, 2009). “….the enlarged group 
[Basil Read] will be able to accept a wider range of new projects encompassing: Public-
private partnerships (PPPs) where funding is often part of the offering; Build, own, operate 
and transfer (BOOT) and Engineer, procure, construct (EPC)” (Annual Report, 2009). “To 
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build an international construction, engineering and related services group with a focus on 
emerging markets, operating in the mining, energy and infrastructure sectors” (Annual 
report, 2010).

Table 5.12: Data Showing Switch Outcomes  
Representative quotations 

Transformational Mechanisms
                                                        “Basil Read acquires Roadcrete Africa, a civil engineering design and contractor firm dealing 

primarily in township infrastructure and related bulk services (Annual report, 2008). This 
acquisition will strengthen Basil Read’s buildings division and enable the enlarged group to 

aggressively pursue the many building opportunities currently on offer as public-private 
partnerships (PPP) (Annual report, 2009). “We are on the acquisition trail, says Basil Read 

CEO Marius Heyns (Engineering news, 2009). Basil Read acquires Sladden International 
(Pty) Limited is a respected roads and civil engineering contractor (Annual report, 2010). 
The Valente Brothers group has a solid reputation in civil engineering construction, 
specializing in bulk infrastructure, specifically pipeline infrastructure and pipe jacking 
(Annual report, 2010). 

Situational mechanism

Theme: Reading markets and identify opportunities

Following the FIFA Soccer World Cup announcement in 2004 the country had to prepare for 

over a period of 4-5 years in advance and this meant that there was a long-term demand growth 

with a huge investment for the services of the large engineering contractors, not only from South 

Africa, but also for established world contractors who came with relevant experience to meet 

such demand. In reading this announcement and its potential demand on the market, the Basil 

Read top managers responded in the following manner:

“The favorable economic environment in South Africa, coupled with the current 

upswing in the construction industry should translate into real growth for Basil 

Read. Several major projects are expected to commence in 2006, and through the 

reorganization of the group, Basil Read is well positioned to take advantage of future 

opportunities” (Annual report, 2005). 

To progress from reading the market to implementing a strategy based on this demand that was 

seen to lie ahead, the top managers decided, following the group’s turnaround strategy of 

streamlining to its core-capabilities, to withdraw its core-capabilities from the international 

activities in order to meet the huge demand that was beginning to be visible in the domestic 

market.

“The group’s strategy [is] to limit cross border activities due to the increasing 

workload in South Africa and the risks associated with difficult conditions when 

contracting outside the borders of South Africa”. “The group’s business is 

concentrated in the South African market, although work for selected private clients 
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in sub-Saharan Africa [in particular mining market] will continue for the foreseeable 

future. This focus continues to work well for Basil Read, given buoyant 

infrastructure spending in the local market” (Annual report, 2006).

As will be clear as the analysis unfolds, the reason the group streamlined to its core-capabilities 

and further brought back its core capabilities across the board, was that the huge domestic 

demand, matched, at least in general, the capabilities the group had built and was known for since 

1952. For instance, among the three (i.e. construction, mining and developments) businesses 

within Basil Read, the group’s strength lied in:

“The construction division, comprising [three subsidiary businesses] Buildings, 

Civils and Roads, remains the cornerstone of the group’s service offering” (Annual 

report, 2008). 

The group thus predominately relied on robust organic growth through its core capabilities, 

people, brand, systems, etc., to benefit from the 2010 World Cup demand that was ahead of them. 

This was evident in the 2006 annual report when the Basil Read top management felt comfortable 

to state that “Our approach to growth” for the demand ahead of us is (see Table 5.20 below):  

Table 5.13: Growth approach
Growth approach Brief explanation of growth approach

Controlled A managed growth trajectory allows the group to retain strong control over operations and 
quality

Core The focus on growth in the core business allows for maximal returns
Mostly organic An 80% organic, 20% acquisitive growth plan helps to preserve corporate culture and 

minimize integration risks while selectively exploiting new market entry opportunities
Source: Basil Read corporate presentation, 2006

In other words, the group was to execute mainly an organic growth strategy at a steady pace, 

while subsequently planning to switch towards acquisitions as a means to select, enter and 

exploit new markets, particularly at the later stage (i.e. 2009 until 2010). This was further made 

clear in their 2006 annual report: 

“Results for the year [2006] underscore the solid base now in place to sustain steady 

organic and acquisitive growth ahead” (Annual Report, 2006).

However, while the main strategy was an organic mode for the demand of the 2010 World Cup, 

the group did make some acquisitions (from 2005 to 2008) in parallel with this organic strategic 

mode. In contrast to the acquisitions planned for the later stages (from 2009 to 2010), which were 

exclusively to assist the firm to enter completely new markets, the acquisitions from 2005 to 

2008 period were exclusively to add to the existing core capabilities. As a result, beginning in 
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2005 following the reduction of the 70% shareholding of Bouygues group Basil Read acquired a 

firm. Subsequently in 2006 the firm made two acquisitions particularly to add to its core -

capabilities, in contrast to the acquisitions that were meant to help the group to “exploit new 

market entry opportunities” ahead. For instance, top managers noted the following about these 

2006 acquisitions: 

“Despite the high level of organic growth being experienced, the group monitors 

opportunities for expansion through acquisition” (Annual Report, 2006). In light 

with this……“To complement its steady organic growth and scope of operations, 

the group made two strategic investments during the review period. Effective 1 

July 2006, Basil Read is now a majority shareholder in Spray Pave (Pty) Limited, 

a bitumen supplier and sprayer, and Stone and Allied Industries Limited, a stone-

crushing company. These acquisitions were internally funded, and their results 

consolidated into the group’s results for the review period” (Annual Report, 2006). 

These capabilities were adding to the core capabilities that were already in the group, and those 

that matched the demand that was huge for 2010. For instance, Spray Pave group, as a bitumen 

supplier and sprayer and Stone and Allied, as a stone crushing company, were both added to The 

Road Business division of the firm. As shown above in the list of the changes in demand, roads 

construction and upgrading were directly linked to the investments of this period. As a result, 

the top management commented about these acquisitions after they became part of the firm:

“Both of these are viewed as strategic materials supply opportunities and in the 

last 6 months have both doubled in Turnover & Profit” 

• “Stone & Allied: Access to Basil Read projects and Gautrain”

• Spray Pave: Access to Basil Read projects” (Basil Read corporate 

presentations, 2006).

A similar purchase was also reported in 2005 when the group based on the projected high 

sustainable demand went on to acquire a construction machinery plant:

“Against increased current and projected activity levels, Basil Read invested in new 

plant worth R99 million (December 2005: R33 million)”. 

Subsequently in 2007, the group made yet another acquisition to add to its core-capabilities:

“Basil Read acquires Roadcrete Africa, a civil engineering contractor” (Annual 

report, 2008). “Roadcrete Africa, which provides road building and civil 

engineering services for clients including private developers, the South African 
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National Road Agency Limited, construction contractors and provincial 

governments, has an order book of R850-million”. “Since this business is identical 

to Basil Read’s roads and civils operating division, synergies exist which will 

enhance the competitiveness and profitability of the roads and civils division” 

(Engineering news, 2008). 

The year 2008 marked the end of the acquisitions that were meant for adding to the core-

capabilities of the firm. This was also the end of the turnaround strategy that was expected to 

take a period of three years (i.e. 2004 to 2006) and the positive results of which were recorded 

from 2006. As a result, in 2006 the group declared dividends to the shareholders as a sign of 

returning to profit, following its completion of the turnaround strategy. 

“In our twentieth year since listing, we have completed our turnaround in a 

convincing manner and are well positioned to face the challenges that lie ahead”. 

“Given Basil Read’s excellent results for the year and balance sheet strength that 

collectively signal the completion of its turnaround and resumption of steady growth, 

the directors declared a dividend of 30 cents per share for the year to 31 December 

2006” (Annual Report, 2006).

Furthermore, regarding reading the market, by 2006 top management concluded that:

“We are standing at the door of a unique opportunity – a sustained growth outlook 

like this has not been seen in over two decades”. “The construction industry is 

currently experiencing an unprecedented boom” (Corporate presentation, 2006). 

Following the implementation of the turnaround strategy the group was beginning to be 

strategically aligned to benefit from the current upswing or unfolding unprecedented boom that 

came with the Soccer World Cup investments:

“Basil Read has emerged from a challenging period in recent years as a well 

capitalised, appropriately structured and managed group, ideally positioned to 

capitalise on buoyant conditions in the construction sector” (Annual report, 2006). 

Notwithstanding this positive market outlook, the diagnosed outcomes after carefully reading 

the markets revealed the following position of the top management: 

“Strong growth in civil engineering is forecast for the next 5 years after which it is 

expected to slow” (Corporate presentation, 2006). 

This 2006 position about the markets served as a preliminary insight that led the top 

management to start preparing for the future of the group beyond the 2010 World Cup demand 
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surge. As a result, from 2007 onwards this insight led to preliminary investigations the outcome 

of which was the identification and selection of future global geographic markets. As will become 

clear as the narrative unfolds, the ultimate outcome of this work is the observed switch, from 

organic into acquisition, which took place from 2008 until 2010. For instance, in 2007 the top 

management stated:

“We have spent a significant amount of time deciding which criteria would make an 

offshore acquisition strategically attractive to the group. Our preliminary 

investigations were aimed at European companies, but initial results indicate that 

this may not be the best strategic fit for the group. We will continue to cautiously 

examine various options but hope to have identified a potential target company in 

the near future” (Annual report, 2007). 

This work of identifying the global markets continued in 2008 and 2009 as stated below:

“Despite an uncertain economic forecast at the time of writing, the trend of 

development in sub-Saharan Africa is expected to resume in the near future, even if 

the growth trajectory is flatter” (Annual Report, 2008). “Globe crises can be offset 

by economic development of emerging countries” (Corporate presentations, 2008). 

“Although government [SA] has committed to continued infrastructural spend, a 

definite delay in rolling out projects is evident” ….. “Expansionary opportunities are 

also being explored elsewhere, particularly in the Middle East and Australia” 

(Annual report, 2009)”. 

These insights eventually led Basil Read to generally enter completely new markets and 

specifically to expand the group’s offering beyond the typical construction segment of the project 

lifecycle.

“Possible expansion into engineering, procurement and construction management 

markets” (Annual Report, 2008). “The PPP model encompasses the design, 

construction and financing of major projects, which Basil Read has identified as a key 

growth area” (Annual report, 2009). “…. we are on the acquisition trail, says Basil 

Read CEO Marius Heyns (Engineering news, 2009)”. “… expanding into 

infrastructure and oil/gas businesses to increase service offering” (Corporate 

presentations, 2009). 

It was against this background that the sustained steady organic growth since 2005, with 

acquisitions that added to the core capabilities was gradually surpassed, from 2008 onwards, by 

an acquisition expansion mode, which was initially planned in 2006 to take place in the future. 

Unlike acquisitions that took place from 2005 to 2007, which were exclusively meant to add to 
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the already existing core capabilities, the acquisition mode observed during the transition period 

(i.e. beyond 2008), were exclusively to assist the group in entering new markets and new 

geographies. 

Theme: Risk mitigation

In 2006, the managers noted:

“The construction industry is currently experiencing an unprecedented boom, one 

which, in my opinion, looks set to continue well beyond 2010” (Annual report, 2006).

However, although the top management had faith that the state would commit to its’ promise to 

invest in the construction sector well beyond 2010, by 2007 a perception of anticipated slowing 

down of demand was held by the top managers.  Central to the factors that were anticipated to 

undermine the state investment were issues around power (electricity) crises, and economic and 

political instability. Following the anticipated slowing down of the demand, which emerged from 

the top managers’ interpretation of the future of the markets, the top management articulated 

the possible implications. For instance, the top management noted:

“Some uncertainty beyond 2010 following completion of FIFA Soccer World Cup –

Recent developments in local economy, specifically power crisis and the effect on 

GDP (could decline to around 2%)” (Annual report, 2007). 

The group stated the possible implications: 

“Less tax income for government; less capacity expenditure for infrastructure; less 

foreign investment; worsened balance of payments, and weaker Rand” (Annual 

report, 2007). 

With these implications in mind the top management begun from 2007 to work on formulating 

the mitigation strategy, right in the middle of the huge construction demand surge of 2010. This 

was evident in their feedback report about the group’s progress against targets that were set for 

the period leading up to 2010. For instance, the top management noted in their presentation: 

“Strategy – for 2010 and beyond:

• Vision up to 2010 remains constant

o Build a sustainable business model to enhance profitability and 

cash flow generation

▪ On track to achieve vision of R5 billion turnover by 2010. 

2008 turnover forecasted to be R3 billion minimum.
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▪ Maintain margins between 5% - 6% after tax as a 

minimum

▪ Key to success is to manage organic growth and capitalize 

on key market strengths

▪ Bouyant local market at least up to 2010

o Improve return to shareholders, BUT

o Need to address issue of concentration risk” (Annual report, 

2007).   

Subsequently, although the vision up to 2010 remained constant the group’s top management 

team had to address the concern of geographic concentration risk. It was this concern that 

sparked the process that led to the gradual strategic switch, from the organic to the acquisition 

mode, which eventually assisted the firm not only in entering completely new markets within 

the project value chain, but also to transform from a local into global construction firm. Initially, 

central to this mitigation strategy was a need to escape the anticipated domestic demand 

downturn, which was expected to take place in the long run. The outcomes of the strategic switch 

were thought to assist the group in building a sustainable group beyond the huge demand surge 

of 2010. In the year 2007 as a result, the group noted that the building of the future business 

remained an imperative philosophy (Annul report, 2007) and the time was earmarked as the right 

time to go global (Corporate presentation, 2007). 

In 2008, the top management stated: 

“Government has reaffirmed their commitment to major investments in power 

generation, transport networks, telecommunications and their continued 

infrastructure spend looks set to continue well beyond 2010” (Annual Report, 2008). 

However, the top management team members still held their own interpretations about the 

government commitments as explained in the quotations below. 

“The primary rationale behind Basil Read’s developing global strategy is to lessen 

the risk inherent in geographic concentration. While we remain optimistic about the 

pipeline of work in the South African market, we acknowledge that uncertainty is 

inherent in any economy. To mitigate the risk of a possible future drop off in local 

work and to position ourselves to ensure that we are well placed to take advantage 

of the global economic recovery when it comes, the group is considering 

opportunities in other countries” (Annual Report, 2008). 

This position was still maintained in 2009:
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“Basil Read is “very optimistic” about getting its share of the R787-billion pipeline 

of infrastructure work in South Africa but emphasizes that the company wishes to 

diversify its geographical risk profile” (Engineering news, 2009). 

Action-formation mechanism

Theme: Beyond areas of know-how

Top managers anticipated the downturn of demand well in advance (i.e. 2006), having formulated 

their own insights of what was going to happen beyond the huge demand after 2010. In 2007, 

the top managers begun to work on a tree-tier new strategy that was to surpass the short-term 

goal (i.e. becoming a member of the R5 Billion+ group) the outcome of which was to create a 

sustainable business model by streamlining the group back to its core-capabilities after the period 

of crisis. Accordingly, the three-tier strategic growth approach was articulated as an unfolding 

strategy that would assist the group to move beyond, not just the 2010 huge demand, but also 

the domestic market cycles, and ultimately transforming it from being a local into a global 

construction firm. Beyond engaging the group in more complex and larger projects; this three-

tier strategic approach included enhancing Public Private Partnership (PPP) or Build Operate 

Transfer (BOT) expertise and globalizing the firm. Now these were the new areas that the group 

never participated in before, but now was underpinned by the new vision.

“Our goal of becoming a R5 billion plus group by 2010 is within reach and we expect 
to achieve this goal ahead of plan. For this reason, we have updated our vision 
statement and our revised strategic goal is to become a R10 billion-turnover global 
construction group by 2013” (Annual Report, 2008). 

This new vision contributed to the observed gradual strategic switch period (i.e. up to 2008), 

which eventually added further momentum to the initial acquisitions (i.e. 2005 to 2008) that were 

implemented parallel to the organic mode that dominated since 2005. The CEO stated:     

“Acquisitions, global expansion vital to contractor's R10bn-by-2013 vision”. “We are 

on the acquisition trail, says Basil Read CEO Marius Heyns (Engineering news, 
2009). 

As means to achieve these objectives, the group set out to establish an international business unit. 

The top management stated:

“As Basil Read’s global expansion takes center stage and following on from the 

formation of the group’s International Division, further staff changes have been 
necessitated. Reinoud Oranje has been appointed as Executive Director, 
International and will spearhead the group’s global expansion plans” (Annual Report, 

2008). 
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In project-based sectors like construction, projects are contracts, which create temporary 

platforms were several firms with diverse skillsets work together until some relationships are 

formed. Such relationships are used by some firms for several purposes, for instance trust 

building networks for future temporary or long-term joint venturing, etc. In this case of this firm 

top management stated:

“Forging long term and robust partnerships with international construction conglomerates 

and turnkey contractors, such as Bouygues, Kalyx and Alstom, has served us well and we 
will continue to build on this type of relationship. Not only do we limit our risk exposure 
on larger, technically challenging projects but we also gain knowledge and skills, 
particularly with reference to international standards and trends in construction. One such 
trend is the move towards a “design-construct-finance” model, which provides the client 
with a complete service offering from design to implementation. This type of model is 
favored for private-public partnerships (PPP), a targeted growth area for the group” 

(Annual Report, 2008).   

Although the “design-construct-finance” model, which is a PPP contract format with a related 

lucrative market, was not necessarily a new it was new for Basil Read. Subsequently in 2008 and 

2009, several forms of PPP contracts were identified by the top managers, not only as a trend of 

established global construction and engineering firms, but also as a feasible model to deliver 

complex projects. 

“The public-private partnership model continues to evolve and remains a feasible method 

of undertaking larger contracts” (Annual Report, 2008). 

As a result, after seeing that the group was close to reaching its goal (i.e. to build a sustainable 

business model making a firm to be a R5Billion+ firm by 2010), which was domestically driven, 

the top management team of the group intended to enter new and ‘non-typical’ construction 

segments within the construction project lifecycle. In these ‘non-typical’ construction segments, 

service offerings included:

“…. resource identification, bankable feasibility studies, mine and production planning, 

process engineering, project execution, delivery and handover” (Annual Report, 2009). 

“Looking at new sectors to balance portfolio - Considering opportunities in energy and oil 

& gas” (Corporate presentation, 2009). 

The CEO noted: 

“An expected increased flow in PPP projects as opportunities Basil Read would like to 

exploit, including the construction and operations. Basil Read is also considering moving 

into the engineering, procurement, and construction management (EPCM) field” 

(Engineering news, 2009).
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In these services and sectors, the top management stated:

“…. the enlarged group [Basil Read] will be able to accept a wider range of new projects 

encompassing: Public-private partnerships (PPPs) where funding is often part of the 

offering; Build, own, operate and transfer (BOOT) and Engineer, procure, construct (EPC)” 

(Annual Report, 2009). 

In addition, the firm can approach clients to come up with budgetary solutions that may result 

into new projects as stated:

“Budgetary constraints in certain municipal areas create opportunities for the group to 

partner with municipalities in developing innovative solutions to finance future projects, 

particularly for our developments division” (Annual report, 2009). 

In 2010, these intentions were further underpinned by the revived vision:

“To build an international construction, engineering and related services group with 

a focus on emerging markets, operating in the mining, energy and infrastructure 

sectors” (Annual report, 2010). Which surpassed the following vision… “our revised 

strategic goal is to become a R10 billion-turnover global construction group by 2013” 

(Annual Report, 2008).  

Eventually, from 2008 to 2010, the top managers made acquisitions that helped the firm to escape 

domestic markets and enter ‘non-construction’ segments (i.e. front-led: procurement & 

engineering design, and back-end: operations & maintenance) of the construction project lifecycle. 

This is observed in the gradual process whereby the top management switched from an organic 

mode dominance into the acquisition mode. The top managers’ intentions were in particular 

driven by the new vision of transforming Basil Read into a global engineering contractor that 

was to operate initially beyond the limits of the domestic demand cycles and subsequently across 

the project value chain. Below are the top management quotes:

“Basil Read’s strategy was developed several years ago, understanding that the 

construction boom unfolding at that time could not last and that our sustainability 
rested on being able to withstand industry downturns”….“Since 2004, 60% of our 

growth has been organic as we worked to create a strong balance sheet and build 
critical mass. However, the company anticipated a slight downturn, with projects for 
the FIFA World Cup coming to an end, which was why the company had started its 
acquisition growth a little earlier” (CEO: Annual report, 2009).   

“As top managers we are responsible to navigate the firm through the industry 
demand cycles, and prepare for down market long before they come by positioning 
the group to enter sustainable markets. Now the change and switching of strategies 
are likely to takes place, because you might want to move away from one sector and 
enter some markets” (Top Manager).
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“We have worked diligently from our precarious position in the market five years 

ago, and our strategy of maximizing organic growth and switching to acquisitive 
growth proved a wise one” (CEO: Engineering News, 2011).

“The construction industry is very competitive, and the huge demands are far in 
between, and in different countries you know, so you constantly planning to position 
the firm to the next demand upswing. For example, in as much as we had to prepare 
for the huge opportunity that came with the 2010 World Cup, as group, we also had 
to prepare a while back on how we were going to survive when the market eventually 
turn down after the preparation of this huge event” (Top Manager).

“Basil Read basically a civil and building engineering company, having operated for 
years within that sector and all its related subsectors, so if the huge demands in the 
market is going to be in the civil and infrastructure engineering sectors we might 
not see the need to drastically change our strategy because we have those capabilities 
and we are known by the client and we have a track record.  But when we wanted to 
enter complementary sectors like oil and gas, energy, ECPM market, with all its 
related sectors, design, procurement and operations of the mines, to complement our 
mining contractor, we have to change and look to acquire companies especially if we 
see the is going to be a huge demand because we don’t have those capabilities” (Top 

Manager)  

“Basil Read is also considering moving into the engineering, procurement, and 
construction management (EPCM)” (CEO: Engineering news, 2009).

“Given that we are operating in a depressed construction market, with limited 

differentiation between major companies, we have concentrated on our product 
offering across the value chain and prudently pursued our geographical 
diversification strategy”. “Focus on entire value chain” (Annual report, 2013).

Transformation mechanism

In 2008, following the declaration that the global expansion was imminent, the acquisition 

growth mode finally surpassed the three-year (i.e. 2005 to 2007) dominant organic mode with 

the announcement that “we are on the acquisition trail” in 2009 (Engineering news, 2009). In 

total, the acquisition trail took a period of three years (i.e. 2008 to 2010) and is presented in Table 

5.22 below. In particular, the central theme of the acquisitions made during this period was 

twofold:

“Expand internationally as means of mitigating geographic risk (Corporate 

presentation, 2008) and to “Building critical mass to support international expansion 

and PPP project pipeline” (Corporate presentation, 2009). 

The top management also thought that: 

“Our growth strategy will also involve increasing and diversifying our product and 

services base, with a streamlined and more focused approach that extends to the 

TWP group and some of its new initiatives”. Such as “TWP expanding into 
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infrastructure and oil/gas businesses to increase service offering” (Annual report, 

2009). 

Table 5.14: Case evidence for the switch outcomes: 2008-2010
Year Case narrative
2008 Basil Read acquires Roadcrete Africa, a civil engineering design and contractor firm dealing primarily in 

township infrastructure and related bulk services (Annual report, 2008). 

2009

This acquisition will strengthen Basil Read’s buildings division and enable the enlarged group to aggressively 
pursue the many building opportunities currently on offer as public-private partnerships (PPP). The PPP model 
encompasses the design, construction and financing of major projects, which Basil Read has identified as a key 
growth area. The capacity and management skills acquired will allow us to undertake these larger, more 
technically challenging projects (Annual report, 2009) 
TWP’s core business is engineering design, procurement and construction management, typically referred to as 
EPCM. TWP’s significant exposure to African and Australasian markets will be leveraged and costs reduced 
across the enlarged group by exploiting areas of synergy. TWP expanding into infrastructure and oil/gas 
businesses to increase service offering (Annual report, 2009).   

2010

Basil Read acquires Sladden International (Pty) Limited is a respected roads and civil engineering contractor 
(Annual report, 2010). 
The Valente Brothers group has a solid reputation in civil engineering construction, specializing in bulk 
infrastructure, specifically pipeline infrastructure and pipe jacking (Annual report, 2010).

Source: Annual General Meeting, 2014 & 2015, Robust Magaz ine, 2016

Strategic switch case 4 analysis 

Table 5.15: Switch 4 in 2010 from AGM to OGM
Process tracing (data analysis) Forward-looking logic (BTOF) Selected quotes (raw data)

(1) Situational Mechanisms Cognitive Representation Interviews and annual reports
Themes:

• Reading markets              

• Searching & positioning   
Subjective description of the situation 
(e.g. describing competitive setting of 
the external environment), by top 
managers.   

“Construction sector characterized by high level of uncertainty; difficult 
trading conditions expected to continue through 2011”. “Local operations 
are expected to come under pressure due to the delay in roll out of 
government projects. This uncertainty in timing is expected to continue 
for most of the year ahead, despite the South African government’s 
commitment to infrastructure spend” (Corporate presentation, 2010). 

“…. our international prospects are on track and senior executives spent 
much time abroad establishing operations for the group” (AR, 2009). 
“Investigations well advanced in other African countries”. “Building presence 

in rest of Africa – Namibia, Botswana, Zambia, Uganda”. “Expansionary 
opportunities are also being explored elsewhere, particularly in the Middle 
East and Australia, where Basil Read has held discussions with local partners 
with established reputations in their respective construction industries” 

(Annual report, 2009). 
(2) Action-formation Mechanisms Cognitive Alteration Interviews and annual reports

Theme:
• Experience and capability 

redeployment      Rational choice based on situation 
described above, by top managers

“… acceptance of larger, more technically challenging projects” (Annual 
report, 2009) during the 2010 period resulted to a group that “….is now 
ready to take on new challenges in a very different operating 
environment” (Annual report, 2010). “Our approach to moving beyond 
southern Africa is, at all times, prudent and focused on markets where we 
can replicate our business model” (Annual report, 2009).  “A series of 
organic-growth is likely to occur when a there is a continuous demand, 
either in the same region or other regions, of the skills that match the 
firm’s capabilities. It can also occur when the new gap in the market sector 
match the firms’ capability” (Top Manager).” “If we want to say penetrate 
the market with our current products and capabilities; say there is a 
positive economic activity in one of the regions in one of the African 
countries; we have done that with our capable staff and resources; organic 
expansion is useful… (Top Manager). 

(3) Transformation Mechanisms Deliberate outcomes Annual reports
Evidence of the switch outcomes

Intended action-outcomes derived 
from a rational choice.

“Basil Read opened an office in Kampala, Uganda, to capitalize on the 
plethora of construction work in east Africa – specifically Uganda, Kenya 
and Tanzania” (Annual report, 2011).  Business Division established in 
Namibia, Botswana and Mozambique” (AR, 2013). 
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Strategic switch 4 2011 (from AGM to OGM)

Table 5.16: Data Supporting Interpretations of Cognitive Representation & Anticipation 
Theme                                                        Representative Quotations

                           Si tuational Mechanisms

Reading markets                          “The prevailing theme for 2009 was change, commencing with the elections in April that 

resulted in significant changes in parliament to the way the global recession has forced many 
people to transform their lifestyle. South Africa was no exception, and the country officially 
entered into a recession in May 2009. In our industry, this was evident in the decreased 
availability of work in the construction sector, and increased competition coupled with 
the accompanying pressure on margins across the board” (Annual report, 2009). “The year 

to 31 December 2009 entered the world’s economic history books before it was halfway 

through” (Annual report, 2009). 

Searching & Positioning               “Strong growth in civil engineering is forecast for the next 5 years after which it is expected 
to slow” (Corporate presentation, 2006). “Some uncertainty beyond 2010 following 
completion of FIFA Soccer World Cup (AR, 2007)”.

Table 5.17: Data Supporting Interpretations of Cognitive Alterations 
Theme            Representative quotations 

                          Action-formation Mechanisms 
Experience &
Capability redeployment             “Accepting larger, more technically challenging projects is one part of our three-pronged strategy and 

we have amply demonstrated our ability this year with projects such as the D1 and D2 road 
rehabilitation and improvement projects that form part of the Gauteng Freeway Improvement Project  
and the successful completion of the 2010 FIFA World Cup Mbombela Stadium. These milestones in 
our group are showcased earlier in the report” (Annual report, 2009). “Gauteng Freeway Improvement  
Project contract at Atterbury. This project was technically challenging, and, despite difficult  
circumstances, the team delivered an outstanding performance, notable for its professional execution”  
(Annual report, 2009). “As we welcome football fans from all over the world, it will be a proud moment  
for Basil Read, knowing that we played a significant role in the success of the FIFA 2010 World Cup.
The successful completion of the Mbombela Stadium has undoubtedly been one of the greatest 
highlights for our group and I thank all those involved.” (Annual report, 2009). “… acceptance of larger,  
more technically challenging projects” (Annual report, 2009) during the 2010 period resulted to a group  
that “….is now ready to take on new challenges in a very different operating environment” (Annual 
report, 2010). “Our approach to moving beyond southern Africa is, at all times, prudent and focused on 
markets where we can replicate our business model” (Annual report, 2009).  “A series of organic-growth 
is likely to occur when a there is a continuous demand, either in the same region or other regions, of  
the skills that match the firm’s capabilities. It can also occur when the new gap in the market sector 
match the firms’ capability” (Top Manager).” “If we want to say penetrate the market with our current  
products and capabilities; say there is a positive economic activity in one of the regions in one of the 
African countries; we have done that with our capable staff and resources; organic expansion is useful, 
because it’s our brand you know we are known for civil and infrastructure engineering capabilities. This 
has been a way for us to retain our broader profile of our existing engineers; and quantity surveyors 
and projects managers who have been with us for years; and this is excellent for that; most of our MDs 
have literally came through the ranks from operational and they understand technical complexity for 
the kind of jobs we do. So over the years we have identified related sectors and employed experience  
individuals with quite strong personalities to add on our current capable staff who knows how Basil  
Read works; and together with our guys we have manage to establish businesses in areas where there 
is growth and let them run the unit on their own in those new geographic markets” (Top Manager).
“Organic growth is slower strategy, but powerful, it is a good option when projects are within our 
capability; then we can replicate what we know best as our people knows our systems and they get 
along with their teams and it is a controlled growth, you can control the risk of projects” (Top  
Manager).    

Table 5.18: Data Showing Switch Outcomes  
Representative quotations 

Transformational Mechanisms
                                                        “Basil Read opened an office in Kampala, Uganda, to capitalize on the plethora of 

construction work in east Africa – specifically Uganda, Kenya and Tanzania” (Annual report, 
2011).  “TWP established geographic Peru office, TWP Plant Operating and Maintenance 
established EPC/Turnkey company being set up” (AR, 2011). “Secured contracts in 
Botswana, Namibia, Zimbabwe and an office established in Zambia” (AR, 2012). “Business 
Division established in Namibia, Botswana and Mozambique” (AR, 2013). “Other regions 
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targeted include west Africa: Guinea – Conakry; Sierra Leone; Ghana and Senegal” (AR, 

2013). “Business Mining Division expanded into top structure development during 2013”. 

Theme: Reading market

Following the 2008 efforts of attempting to globalize the firm using the three -tier strategic 

approach, (i.e. engage more into complex & large projects; enhancing BOP/PPP and globalizing 

the firm); it became clear in 2009 and 2010 that the two of three elements of this strategy were 

meant to be realized through adoption or switching to the organic growth mode. A closer look 

reveals that one element of this strategy, discussed above, was to be achieved via the adoption of 

the acquisition mode that contributed to the observed strategic switch that took place from 2008 

until 2010. For instance, among the three-tier strategic approach, the “Enhance our expertise in 

PPP”, most strongly influenced the firm to switch to the acquisition growth mode in 2008, with 

the aim to enter other markets beyond the construction segment. In this section however, 

attention will be on the contextual antecedent conditions (in 2009-2010) and on the preparation 

of the other two elements of the three-tier strategy, which contributed to the subsequent switch 

outcome in 2011. The year 2009 was the year of the changes in environmental circumstances, 

both globally and domestically:

“The prevailing theme for 2009 was change, commencing with the elections in 

April that resulted in significant changes in parliament to the way the global 

recession has forced many people to transform their lifestyle. South Africa was no 

exception, and the country officially entered into a recession in May 2009. In our 

industry, this was evident in the decreased availability of work in the construction 

sector, and increased competition coupled with the accompanying pressure on 

margins across the board” (Annual report, 2009). “The year to 31 December 2009 

entered the world’s economic history books before it was halfway through” 

(Annual report, 2009).  

Although not knowing about the 2008 crisis, top managers however were not surprised 

about the emerging market conditions because they had for a long time already 

anticipated the drop-off of work towards the end of the infrastructure preparation of the 

Soccer World Cup. Although some expectations were raised in 2009…

“South African government is planning a R30 billion investment to upgrade and expand 

water infrastructure. “We expect significant water-supply projects to be offered for tender 

in the next few years. Some R30 billion worth of work is anticipated, specifically to supply 

water to power plants under construction. The government has also committed to 
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upgrading water treatment and waste-water treatment plants to create much-needed 

capacity. 

In reading of the market in 2010, a year before the switch, top managers went back to their initial 

anticipation, and by so doing painted a depressing picture of the reality of the drop-off work 

reflected in the market facing them…

“The construction sector has experienced tough trading conditions in the year under review 

due to a delay in the roll out of new projects coupled with increased competition in the sector. 

The boom period of recent years enabled many new construction companies to enter the 

market leading to an increase in the number of companies tendering for any one contract. 

This increased competition has led to tighter margins as companies battle against one another 

to obtain work” (Annual report, 2010). 

In reading and making sense of the local market, some top manager’s begun to lose hope and 

anticipant a more depressing picture…

“Construction sector characterized by high level of uncertainty; difficult trading conditions 

expected to continue through 2011”. “Local operations are expected to come under 

pressure due to the delay in roll out of government projects. This uncertainty in timing is 

expected to continue for most of the year ahead, despite the South African government’s 

commitment to infrastructure spend” (Corporate presentation, 2010). 

As a result, preparations in relation to new strategic efforts were made. As a result, the top 

management in 2009 commented: 

“In realizing the second prong of our strategy, our international prospects are on track 

and senior executives spent much time abroad establishing operations for the group. 

Theme: Searching and positioning

Unlike the preparation for the switch that took place in 2008, the contextual antecedents of 

actions leading to the switch in 2011 demanded that the top managers deploy activities in other 

parts of the world as a means of establishing a new position for the organization. This also 

included searching for new markets, for instance:

“Investigations well advanced in other African countries”. 

These investigations were meant to position the group with an aim of….

“Building presence in rest of Africa – Namibia, Botswana, Zambia, Uganda”. 



570189-L-bw-Nghona570189-L-bw-Nghona570189-L-bw-Nghona570189-L-bw-Nghona
Processed on: 16-11-2021Processed on: 16-11-2021Processed on: 16-11-2021Processed on: 16-11-2021 PDF page: 102PDF page: 102PDF page: 102PDF page: 102

This was because the top management was becoming:

“Cautiously optimistic about pipeline of work post-2010” [in the domestic market], 

Moreover, the top management was beginning to experience:

“Increased competition, pressure on margins” (Corporate presentation, 2009). 

The top management subsequently had a plan in mind on how this would take place as the group 

was positioning itself for the international markets. 

“Internationally, the group is building a presence in the rest of Africa, in partnership with 

selected local contractors”. “On the back of a healthy balance sheet and effective 

management structure, Basil Read will adopt a prudent approach to managing the 

prevailing volatility to ensure the group continues to grow in a controlled and structured 

way”. 

Moreover, this was done with a plan in mind and with a certain insight of how the group wanted 

to expand: 

“Backed by a solid understanding of the type of growth we believe will be in our group’s 

best interests, we have also made excellent progress in securing work beyond South Africa; 

contracts worth R1 billion have been awarded in Botswana and Namibia” (Annual report, 

2009).

The search for markets to position the firm continued in the year 2010 because of the decline of 

work in the domestic markets. The top management noted: 

“Local market: trading conditions continue to tighten; delays in roll out of capital 

expenditure by SA government; margins remain under pressure and significant amount of 

new work majority beyond SA’s borders” “International markets: slow recovery 

following recession; starting to gather momentum, particularly in resource markets in 

Africa; opportunities exist in rest of Africa; influx of funding from international sources; 

Group to continue to expand into Africa on our terms” (Executive Corporate presentation, 

2010). 

The top management did not limit the search to African markets:

“Expansionary opportunities are also being explored elsewhere, particularly in the Middle 

East and Australia, where Basil Read has held discussions with local partners with 

established reputations in their respective construction industries” (Annual report, 2009). 

“Australian and Peruvian offices forecast a profit for 2011; targeting emerging countries in 

Africa and South America; looking at selected opportunities in Australia; chosen 
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geographies of South America, Africa and Australasia expected to perform well; expansion 

of Australian and South American mining and infrastructure markets” (Corporate 

presentation, 2010). 

Action-formation mechanism

Theme: Experience and capability redeployment

The year 2009 was a year of significant records of achievements for the group. Although these 

significant records are mentioned in 2009, they really came from playing a major role in the 3-4 

years infrastructural preparation of the FIFA 2010 Soccer World Cup and their related massive 

infrastructure and competing with world contractors. 

“Accepting larger, more technically challenging projects is one part of our three-pronged 

strategy and we have amply demonstrated our ability this year with projects such as the D1 

and D2 road rehabilitation and improvement projects that form part of the Gauteng 

Freeway Improvement Project and the successful completion of the 2010 FIFA World Cup 

Mbombela Stadium. These milestones in our group are showcased earlier in the report”

(Annual report, 2009).

Among other projects the group was involved in during the 2010 Soccer World Cup, these 

domestic projects were huge and gave the group a platform to engage in complex projects that 

contributed to their growth in general. For instance:

“Gauteng Freeway Improvement Project contract at Atterbury. This project was 

technically challenging, and, despite difficult circumstances, the team delivered an 

outstanding performance, notable for its professional execution” (Annual report, 2009). 

The same sentiments can be noted for the stadium projects:

“As we welcome football fans from all over the world, it will be a proud moment 

for Basil Read, knowing that we played a significant role in the success of the 

FIFA 2010 World Cup. The successful completion of the Mbombela Stadium has 

undoubtedly been one of the greatest highlights for our group and I thank all 

those involved.” (Annual report, 2009). 

In 2009, the top management noted:

“Basil Read’s goal was to become a R5 billion plus group by 2010. With that goal 

firmly in sight, we have set a new target of becoming a global construction group 

with R10 billion in turnover by 2013” (Annual report, 2009). 
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In 2010, having acknowledged the experience gained and capabilities obtained by participating 

in the huge and complex projects that came with preparation of the 2010 Soccer World Cup, the 

top management stated:

“The abundance of work in the construction sector in recent years has enabled 

Basil Read to grow into a well-managed sustainable entity, one that is now ready 

to take on new challenges in a very different operating environment” (Annual 

report, 2010). 

Top managers had anticipated this impact at the onset of this tournament:

“The favorable economic environment in South Africa, coupled with the current 

upswing in the construction industry should translate into real growth for Basil 

Read” (Annual report, 2005).

In other words, after the 2010 World Cup the group had gained the experience and capacity to 

execute large and complex projects, however, in the domestic markets such projects were no 

longer offered, as discussed above. This forced the top managers to search for new markets and 

position the organization with an aim to redeploy this gained experience and capacity. Put 

differently, the

“… acceptance of larger, more technically challenging projects” (Annual report, 2009) 

during the 2010 period resulted to a group that “….is now ready to take on new 

challenges in a very different operating environment” (Annual report, 2010). 

In 2010, the top management noted:

“With all the activity ahead of the World Cup now history, the group has entered 

a new and rigorous growth phase based on a three-tiered business strategy 

initiated prior to 2010: international expansion, public-private partnerships and 

larger, more technically challenging projects. Despite economic difficulties 

globally, exacerbated by the slowdown in the South African construction sector, 

we have made progress on all three strategic pillars and are now reaping the 

rewards of this forward planning” (Annual report, 2010).

The reaping of the rewards refers to the positioning of the group to take advantage of the 

recovering global markets, because at this time the group’s international strategy was still 

unfolding. This work had been in preparation since 2009. Again, unlike the preparation for the 

switch that took place in 2008, which clearly expressed the entering of the different markets 

other than construction segments, particularly via acquisitions, the top managers here had a 
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different strategic approach in mind compared to that of the previous transition. For instance, 

they noted in 2009:

“Our approach to moving beyond southern Africa is, at all times, prudent and focused 

on markets where we can replicate our business model” (Annual report, 2009).  

This became clearer in the following year (i.e. 2010), a year before the switch:

“Fundamentals in the construction sector have deteriorated significantly since 2009 and 

are expected to remain challenging in 2011, despite gradual economic recovery. As a 

sector, operating performances are likely to be affected by high cost increases and greater 

competition. A sustained recovery in the sector was always expected to lag a recovery in 

the larger South African economy, given the relatively long lead times associated with 

planning and executing large projects. Against this background, Basil Read remains 

committed to continued expansion, both organic and acquisitive, local and international 

despite difficult trading conditions” (Annual report, 2010). 

Continuing with the latter part of the citation above, the top management made it clear that no 

acquisitions would be made beyond 2010:

“While no major acquisitions are planned for the years ahead, the group will continue to 

monitor opportunities to expand service offering and geographic footprint” (Annual 

report, 2010). 

The top managers repeated this in their yearly corporate presentations:

“No major acquisitions planned” (Executive Corporate presentations, 2010).

In sum, having acquired the experience to manage complex and huge projects in their domestic 

markets, which came with the 2010 World Cup demand, the top management searched for 

markets where they could position the firm to redeploy and replicate these capabilities in the 

global markets. This was also driven by the unfolding global expansion strategy that was to 

mitigate against the domestic geographic risk. This interpretation is corroborated by the 

evidence below: top management quotes from annual reports and quotes from the retrospective 

interviews with top managers, which taken together make this emerging interpretation plausible. 

The interpretation here is based on the following contextual conditions, whereby the top 

management switched to the organic mode, when they a) wanted to deploy capabilities (i.e. the 

ability to execute huge & complex projects) obtained in their domestic markets; by b) positioning 

the firm in global markets that were similar to that in the home country. 
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Below are the top management team and top managers’ quotes: 

“Our growing international presence reflects the group’s steady growth and ability 

to replicate its business model in similar markets” (CEO: Annual report, 2011).  

“For the past five years or so we have grown in capacity and stature, I mean the 

projects of the Soccer World Cup gave us and other companies in South Africa a 
huge opportunity to execute huge projects, at the global required standards and that 
gave us a platform to grow and compete and partner with global construction firms 
in the process. Small and medium contractor in the country have also grown during 
that process and the group also acquired competitive companies and as a result we 
have leap and double in size. That is why now we have confidence to penetrate other 
markets were we can be a competitor particularly in the global construction markets” 

(Top Manager).

“A series of organic-growth is likely to occur when a there is a continuous demand, 
either in the same region or other regions, of the skills that match the firms 
capabilities. It can also occur when the new gap in the market sector match the firms’ 

capability” (Top Manager).” 

“If we want to say penetrate the market with our current products and capabilities; 

say there is a positive economic activity in one of the regions in one of the African 
countries; we have done that with our capable staff and resources; organic expansion 
is useful, because it’s our brand you know we are known for civil and infrastructure 

engineering capabilities. This has been a way for us to retain our broader profile of 
our existing engineers; and quantity surveyors and projects managers who have been 
with us for years; and this is excellent for that; most of our MDs have literally came 
through the ranks from operational and they understand technical complexity for 
the kind of jobs we do. So over the years we have identified related sectors and 
employed experience individuals with quite strong personalities to add on our 
current capable staff who knows how Basil Read works; and together with our guys 
we have manage to establish businesses in areas where there is growth and let them 
run the unit on their own in those new geographic markets” (Top Manager).

“Organic growth is slower strategy, but powerful, it is a good option when projects 
are within our capability; then we can replicate what we know best as our people 
knows our systems and they get along with their teams and it is a controlled growth, 
you can control the risk of projects” (Top Manager).    

Transformation mechanism 

Below is the empirical evidence following the switch from the acquisition expansion mode to 

organic growth expansion that extended from 2011 until 2013.  

Table 5. 19: Case evidence for the switch outcomes: 2011-2013
Year Case narrative

2011

Basil Read opened an office in Kampala, Uganda, to capitalize on the plethora of construction work in east Africa –
specifically Uganda, Kenya and Tanzania (Annual report, 2011).  
A new branch in KwaZulu-Natal will extend Spray Pave’s ability to deliver quality services throughout southern 
Africa.
TWP established geographic Peru office
TWP Plant Operating and Maintenance established 
EPC/Turnkey company being set up 

2012 Secured contracts in Botswana, Namibia, Zimbabwe and an office established in Zambia 
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2013

Business Division established in Namibia, Botswana and Mozambique
Basil Read LYT Architecture opened office in Nigeria and London to service west African
clients and drive geographical diversity 
Other regions targeted include west Africa: Guinea – Conakry; Sierra Leone; Ghana and Senegal 
Business Mining Division expanded into top structure development during 2013 

Source: Annual report, 2011-2013

Strategic switch case 5: process-tracing data analysis 

Table 5.20: Switch 5 in 2005 from OGM to AGM
Process tracing (data analysis) Forward-looking logic (BTOF) Selected quotes (raw data)

(1) Situational Mechanisms Cognitive Representation Interviews and annual reports
Themes:

• Reading market   

• Increase ‘non-core’ earnings      

Subjective description of the situation 
(e.g. describing competitive setting of 
the external environment), by top 
managers.   

“The successful holding of elections in April and the award of the 2010 
World Cup to South Africa produced an air of optimism in the country” 
(Annual Report 2004).  “All indications are that buoyant conditions in the 
industry should continue for some time. There is strong growth in fixed 
capital investment, interest and inflation rates are expected to remain 
within target levels and GDP growth should increase” (AR, 2005). 

“Our initial acquisition of Capital Africa Steel (CAS), which operates within 
the construction materials sector but has a specific focus on steel products, 
was intended firstly to expose the group to the higher margins obtainable 
further down the supply chain. Secondly, the objective was to secure the 
supply of scarce materials in times of high demand, as was the case around 
the World Cup in 2010” (Annual Report, 2012). 

(2) Action-formation Mechanisms Cognitive Alteration Interviews and annual reports
Theme:

• Give opportunistic exposure    
Rational choice based on situation 
described above, by top managers

“Unfortunately, in our industry you can’t see too far in the future we are 
reactive as we depend on clients to put up projects. We seldom create our 
work. Our growth strategies are a response to the project announcements 
and projects rollout from the clients, and we expect that there is going to 
be a lot of growth and work in say road infrastructure or maintenance. So 
for example, we go out and purchase several small firms with those 
capabilities, expecting work, as the country announced infrastructure 
expenditure, so we have made those type of decisions” (Top Manager). we 
beginning to hear the government talking about the rollout infrastructure 
plan that may take 3-5 years, as a firm we went to participate initially by 
doing a JVs with a small local partner to gain entry, as it was requirement 
to partner with the local firms, no, it is was not descriptive how to partner, 
is up to a firm to decide, so although we initially did a JV later on, we 
acquired this firm and several other firms that gave us capabilities to be 
involved in sub-sectors opportunities we were not actively involved in, as 
signals of infrastructure rollout developments were beginning to 
materials” (Top Manager). 

(3) Transformation Mechanisms Deliberate outcomes Annual reports
Evidence of the switch outcomes  

Intended action-outcomes derived 
from a rational choice.

“WBHO acquired Capital Africa Steel” (Pty) (AR, 2005), “The group 
acquired Reinforced Mesh Solutions” (AR, 2006). “WBHO acquired Insitu
Pipelines (Pty) Limited” (AR, 2007). “WBHO [CAS] Steel Mecca” (AR, 
2008). “WBHO acquired Roadspan Group” (Pty) (AR, 2009)

Strategic switch 5 in 2005: from OGM to AGM

Table 5.21: Data Supporting Interpretations of Cognitive Representation & Anticipation 
Theme                                                        Representative Quotations

                           Si tuational Mechanisms

Reading markets                          “The construction industry has, in general, experienced a difficult year in 2004….” “Whilst 

there has been a satisfactory increase in turnover from building contracts, the volume of 
work carried out on roads and earthworks contracts has again decreased” (Annual report, 

2004).  “The successful holding of elections in April and the award of the 2010 World Cup 
to South Africa produced an air of optimism in the country” (Annual Report 2004). “All 

indications are that buoyant conditions in the industry should continue for some time. There 
is strong growth in fixed capital investment, interest and inflation rates are expected to 
remain within target levels and GDP growth should increase” (AR, 2005). “As previously 

mentioned, the constraints to growth will be the lack of skilled management and labour and 
shortages of certain materials and equipment. On balance, we believe that WBHO should 
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experience a further year of real growth in earnings per share in 2006” (Annual report, 

2005). 

Increase “non-core” earnings         “The bulk of the large projects recently announced have not yet commenced and there are 
already strains arising from shortages of skilled labor and certain construction materials. 
This situation can only lead to higher costs as companies compete for a dwindling pool of 
resources” (Annual report, 2005). “It was with this situation in mind that we initiated a bid 
to acquire Concor Limited Group” (Annual report, 2005). “Apart from providing additional 

resources, the merger [with Concur as it was a huge firm] would have expanded our 
activities into areas in which we do not presently operate” (Annual report, 2005). “Our initial 

acquisition of Capital Africa Steel (CAS), which operates within the construction materials 
sector but has a specific focus on steel products, was intended firstly to expose the group to 
the higher margins obtainable further down the supply chain. Secondly, the objective was 
to secure the supply of scarce materials in times of high demand, as was the case around the 
World Cup in 2010” (Annual Report, 2012). “CAS has operations within the steel and 
materials sectors of the construction industry …. Capital Africa Steel group of companies” 

(Annual report, 2009). 

Table 5.22: Data Supporting Interpretations of Cognitive Alterations 
Theme            Representative quotations 

                          Action-formation Mechanisms 

Give opportunistic exposure        “Unfortunately in our industry you can’t see too far in the future we are reactive as we depend 
on clients to put up projects. We seldom create our work. Our growth strategies are a
response to the project announcements and projects rollout from the clients, and we expect 
that there is going to be a lot of growth and work in say road infrastructure or maintenance. 
So for example, we go out and purchase several small firms with those capabilities, expecting 
work, as the country announced infrastructure expenditure, so we have made those type of 
decisions” (Top Manager). “Our initial acquisition of Capital Africa Steel (CAS), which 
operates within the construction materials sector but has a specific focus on steel products, 
was intended firstly to expose the group to the higher margins obtainable further down the 
supply chain. Secondly, the objective was to secure the supply of scarce materials in times of 
high demand, as was the case around the World Cup in 2010” (CEO: annual report, 2012). 
“Our ability to switch disciplines rapidly will allow us to implement new strategies within 
the shortest possible timeframes” (CEO: annual report, 2006). “Opportunities also play a 
role in switching between these growth strategies…and these are good for growth when 
you are keen to grow. For instance, if we have a projects with a particular client and the 
client puts up additional work say 4 Buildings or projects to be constructed, we don’t have 
to acquire we just need to increase our human resources capacity, but on the other hand, if 
we saw as we grow, that there is a firm, whom is playing in a sector that we are not currently 
engaged in, we may decide to acquire that firm and switch to acquire several capacities if 
that sector shows sustainable growth opportunities” (Top Manager). “….we follow closely 
the private and public client appetite and announcement of developing projects and their 
durations, public client announced that they are going to build a power station and extend 
the water supply to remote areas in one of the African States. And so by the time we are 
active in this country, we beginning to hear the government talking about the rollout 
infrastructure plan that may take 3-5 years, as a firm we went to participate initially by 
doing a JVs with a small local partner to gain entry, as it was requirement to partner with 
the local firms, no, it is was not descriptive how to partner, is up to a firm to decide, so 
although we initially did a JV later on, we acquired this firm and several other firms that 
gave us capabilities to be involved in sub-sectors opportunities we were not actively involved 
in, as signals of infrastructure rollout developments were beginning to materials” (Top 
Manager). 

Table 5.23: Data Showing Switch Outcomes  
Representative quotations 

Transformational Mechanisms
                                                        “WBHO acquired Capital Africa Steel” (Pty) (AR, 2005) .

WBHO acquired C.E.C.K. Pty Limited (AR, 2005)
“The group acquired Reinforced Mesh Solutions” (AR, 2006). 
“WBHO acquired Dywidag Systems International” (AR, 2006)
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“WBHO acquired Insitu Pipelines (Pty) Limited” (AR, 2007). 
“WBHO acquire L.E.T. Construction (Pty) Limited” (AR, 2007). 
“WBHO [CAS] Steel Mecca” (AR, 2008). 
“WBHO acquired Roadspan Group” (Pty) (AR, 2009). 

Theme: Reading markets

In making sense of the market in 2004 the top managers noted:

“The construction industry has, in general, experienced a difficult year in 2004….” 

“Whilst there has been a satisfactory increase in turnover from building contracts, 

the volume of work carried out on roads and earthworks contracts has again 

decreased” (Annual report, 2004). 

What was even more depressing was that the difficulties continued to take place although the 

state did invest in some large domestic projects. For example:

“The announcement earlier this year regarding increase expenditure on capital 

works by the state has resulted in the commencement of a number of large projects 

such as the Berg River dam in the Cape but in general there has not been sufficient 

work to keep the large contractors busy” (Annual report, 2004).  

About global construction markets, although the organization was doing well in the markets in 

which it operated, there was still a general concern, for instance:

“Our Australian associate, Probuild Construction, also experienced a healthy 

increase in profits when expressed in Australian Dollars but this converted to a low 

rate in Rand terms” The strong rand also resulted in civil work in the mining 

industry being either postponed or cancelled. This has also affected our mix of work 

with civil structural work being at its lowest level for many years” (Annual report, 

2004).   

Suddenly, an excitement could be heard when the following took place:

“The successful holding of elections in April and the award of the 2010 World Cup 

to South Africa produced an air of optimism in the country” (Annual Report 2004).

Although the investments for the Soccer World Cup was going to take place from 2005 onwards, 

this announcement was enough to change the mood because it brought new opportunities. At 

this point in time, the firm was mainly operating as a building and civil infrastructural 

engineering contractor:
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“…. the holding company of a number of subsidiaries…principally engaged in civil 

engineering and building contracting activities in the Republic of South Africa and 

internationally” (Annual report, 2004). 

The organization ended the year 2005 on a positive note with the top management saying: 

“All indications are that buoyant conditions in the industry should continue for some 

time. There is strong growth in fixed capital investment, interest and inflation rates are 

expected to remain within target levels and GDP growth should increase. 

The top management continued by noting the following about the prospects of the coming year 

(i.e. 2006): 

“As previously mentioned, the constraints to growth will be the lack of skilled 

management and labour and shortages of certain materials and equipment. On 

balance, we believe that WBHO should experience a further year of real growth 

in earnings per share in 2006” (Annual report, 2005). 

Theme: Intent to increase ‘non-core’ earnings stream

While the announcement of the 2010 World Cup was expected to invite established world 

construction and engineering firms with the relevant experience for such events, the top 

managers of responded in the following manner: 

“The bulk of the large projects recently announced have not yet commenced and 

there are already strains arising from shortages of skilled labor and certain 

construction materials. This situation can only lead to higher costs as companies 

compete for a dwindling pool of resources” (Annual report, 2005). 

The top managers perception about the “strains arising from shortages of skilled labor and 

certain construction materials”, during a time of upcoming demand upswing that came with the 

2010 Soccer World Cup, initiated a preference to “enter into areas in which the firm was not 

presently operate in” by switching into acquisition mode of growth as stated below…

“It was with this situation in mind that we initiated a bid to acquire Concor Limited 

Group” (Annual report, 2005). 

Known as one of the dominant and giant construction firms during the apartheid period, Concor 

Group was left to stand on its own with no close state relationship when the political transition 

stripped away the conditions from which the largest construction firms benefitted. Like the other 

big-six construction firms, Concor went through a shock and finally went into a crisis, but unlike 

other firms Concor did not survive, and as a result was unable to learn to compete in an open 
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democratic marketplace they had never known before. Although their core-capabilities were still 

strong, the company experienced severe challenges, and this made them an attractive acquisition 

target in a time of a huge increase of demand. Unfortunately, WBHO in the end did not manage 

to acquire Concur as Murray and Roberts was quicker and thus successful in acquiring it, 

motivated by the same reasons as WBHO. The top management of WBHO noted:

“Apart from providing additional resources, the merger [with Concur as it was a 

huge firm] would have expanded our activities into areas in which we do not 

presently operate” (Annual report, 2005). 

Having failed to acquire Concor, the top managers continued to look for other acquisition 

opportunities. This was the driver for the observed strategic switch, from organic to acquisition, 

which extended from 2005 until 2009. Through these acquisitions, as discussed below, the top 

managers were interested to enter “non-core” businesses that were meant to produce new income 

streams, for instance in the construction supply chain during the World Cup preparation period. 

Apart from acquiring Insitu Pipelines, Edwin Construction; L.E.T. Construction and Roadspan 

Group to add to core capabilities, WBHO acquired several construction material companies to 

increase their non-core earning streams. For instance, in 2010, the top management explained, 

the first and second objectives for acquiring Capital Africa Steel (CAS) in 2005 were:

“Our initial acquisition of Capital Africa Steel (CAS), which operates within the 

construction materials sector but has a specific focus on steel products, was 

intended firstly to expose the group to the higher margins obtainable further 

down the supply chain. Secondly, the objective was to secure the supply of 

scarce materials in times of high demand, as was the case around the World 

Cup in 2010” (Annual Report, 2012). 

After that, the CAS was renamed as a group of companies:  

“CAS has operations within the steel and materials sectors of the construction 

industry …. Capital Africa Steel group of companies” (Annual report, 2009). 

With the continued desire to increase its non-core income stream in the construction supply 

chain after acquiring CAS in 2005, WBHO went on to acquire other material-related firms such 

as Reinforced Mesh Solution; Dywidag and Systems International in 2005. These small groups 

specialized in: 

“Reinforced Mesh Solutions (RMS) the long steel products business. As its 

name implies RMS manufactures reinforcing steel and mesh, primarily for the 
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construction industry. Its main centre of activity is Gauteng, with branches in 

Durban, Port E an, Port Elizabeth and Cape Town (Annual report, 2006). 

“Dywidag is a manufacturer of steel roof bolts and anchors for the mining 

industry or the mining industry” (Annual report, 2006).

In 2006, the group’s core businesses and capabilities (i.e. Building and Civil engineering), 

excluding the mining engineering, were strongly engaged in meeting the 2010 Soccer World 

Cup demand. The top management stated:

“The group has continued on its path of solid growth and has once again 

achieved significant improvements in both revenue and earnings”. “The result 

achieved are a reflection of the buoyant condition the construction industry is 

currently experiencing. Whilst a decrease in tempo is predicted for projects 

coming off the drawing boards of the property sector, this should be more than 

compensated for by infrastructural and mining projects” (Annual report, 2006). 

With a view to extending its global expansion the group also acquired a civil engineering firm 

in Australia. This acquisition was motivated by an upswing driven by the strong demand in

resources in the Australian market, just like in South Africa:

“… we acquired in C.E.C.K. Pty Limited, a civil engineering company based in 

Perth. Driven by the strong demand for basic resources the construction 

industry in Western Australia in Western Australia is current is currently 

experiencing boom conditions” (Annual report, 2006).   

Theme: Give opportunistic exposure

Unlike in the organic expansion mode, in which a firm will need time to build capabilities it does 

not possess, in a time of sudden increase in demand a firm is more likely to switch to the 

acquisition growth mode. As a result, although the firm’s core capabilities matched the demand 

related to the World Cup, when the top managers wanted to create earnings from the supply 

chain markets, they switched to growth through acquisitions. This interpretation is corroborated 

by the quotes below: quotes from annual reports and Engineering News and quotes from 

retrospective interviews with top managers, making this emerging explanation plausible. The 

interpretation here is based on the following contextual conditions, whereby the top management 

team of WBHO switched to the acquisition mode because they wanted to “give a firm an 

opportunistic exposure” and by so doing “increase non-core earning streams” during a time of 

huge demand. Below are the top management quotes:
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“Unfortunately, in our industry you can’t see too far in the future we are 

reactive as we depend on clients to put up projects. We seldom create our work. 
Our growth strategies are a response to the project announcements and 
projects rollout from the clients, and we expect that there is going to be a lot 
of growth and work in say road infrastructure or maintenance. So for example, 
we go out and purchase several small firms with those capabilities, expecting 
work, as the country announced infrastructure expenditure, so we have made 
those type of decisions” (Top Manager). 

“Our initial acquisition of Capital Africa Steel (CAS), which operates within the 

construction materials sector but has a specific focus on steel products, was 
intended firstly to expose the group to the higher margins obtainable further 
down the supply chain. Secondly, the objective was to secure the supply of 
scarce materials in times of high demand, as was the case around the World 
Cup in 2010” (CEO: annual report, 2012). 

“Our ability to switch disciplines rapidly will allow us to implement new 
strategies within the shortest possible timeframes” (CEO: annual report, 2006).

“Opportunities also play a role in switching between these growth 
strategies…and these are good for growth when you are keen to grow. For 

instance, if we have a projects with a particular client and the client puts up 
additional work say 4 Buildings or projects to be constructed, we don’t have to 

acquire we just need to increase our human resources capacity, but on the other 
hand, if we saw as we grow, that there is a firm, whom is playing in a sector 
that we are not currently engaged in, we may decide to acquire that firm and 
switch to acquire several capacities if that sector shows sustainable growth 
opportunities” (Top Manager). 

“….we follow closely the private and public client appetite and announcement 

of developing projects and their durations, public client announced that they 
are going to build a power station and extend the water supply to remote areas 
in one of the African States. And so by the time we are active in this country, 
we beginning to hear the government talking about the rollout infrastructure 
plan that may take 3-5 years, as a firm we went to participate initially by doing 
a JVs with a small local partner to gain entry, as it was requirement to partner 
with the local firms, no, it is was not descriptive how to partner, is up to a firm 
to decide, so although we initially did a JV later on, we acquired this firm and 
several other firms that gave us capabilities to be involved in sub-sectors 
opportunities we were not actively involved in, as signals of infrastructure 
rollout developments were beginning to materials” (Top Manager). 

Transformation mechanism

In 2005, following the 2004 announcement of the FIFA World Cup in South Africa, the top 

management noted:

“The bulk of the large projects recently announced have not yet commenced and 

there are already strains arising from shortages of skilled labor and certain 

construction materials. This situation can only lead to higher costs as companies 

compete for a dwindling pool of resources” (Annual report, 2005). “It was with this 
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situation in mind that we initiated a bid to acquire Concor Limited Group” (Annual 

report, 2005). 

Although the firm had not paid much attention to the supply chain construction market 

previously, several capacities relating to material and pipe-laying were now acquired and this 

contributed to the switch from organic to the acquisition growth mode. These acquisitions are 

presented in Table 5.30 below. 

Table: 5.24: Empirical cases of the switch from organic to acquisition (2005-2009)
Year Case narratives

2005
WBHO acquired Capital Africa Steel (Pty) 
The group acquired Edwin Construction

2006

WBHO acquired C.E.C.K. Pty Limited, 
The group acquired Reinforced Mesh Solutions 
WBHO acquired Dywidag Systems International 

2007 WBHO acquired Insitu Pipelines (Pty) Limited 
WBHO acquire L.E.T. Construction (Pty) Limited 

2008
WBHO [CAS] acquired Symo Corporation 
WBHO [CAS] Steel Mecca 
WBHO acquired 3Q Concrete Group 

2009 WBHO acquired Roadspan Group (Pty) 
Source: Annual report, 2005-2009

Strategic switch case 6: process-tracing data analysis 

Table 5.25: Switch 6 in 2011 from AGM to OGM
Process tracing (data analysis) Forward-looking logic (BTOF) Selected quotes (raw data)

(1) Situational Mechanisms Cognitive Representation Interviews and annual reports
Themes:

• Reading market & opportunity 
identification   

• Strategic risk mitigation       

Subjective description of the situation 
(e.g. describing competitive setting of 
the external environment), by top 
managers.   

“The results achieved are a reflection of the buoyant conditions the 
construction industry is currently experiencing. Whilst a decrease in 
tempo is predicted for projects coming off the drawing boards of the 
property sector, this should be more than compensated for by 
infrastructural and mining projects. Taking preparations for the Soccer 
World Cup into account, infrastructural spend over the next few years is 
expected to be in the region of R372 billion” (Annual Report, 2006). “The 
world-wide demand for commodities has led to an increase in mining 
activities in a number of countries in Africa and we are providing 
infrastructural works for new mines in Zambia, Ghana and the DRC. 
There are good growth opportunities in all these countries as well as in a 
number of other African states” (Annual report, 2007).   

“Even if the State is only able to deliver a portion of the projects it has 
announced, the industry should still continue to be very busy, at least until 
2009” (Annual Report, 2006). “All of the group’s divisions have done 
exceptionally well, covering civil, building and roads and earthworks 
throughout South Africa. We are looking to venture further into Africa and 
internationally to spread our risk over several economies” (Annual Report, 
2008). “The group is additionally engaged in an expansion programme into 
greater Africa” (Annual Report, 2009). “The group will continue to seek 

growth in both Africa and Australia” …. “While we continue to tender on all 
major South African projects in order to maintain a presence within our local 
markets, we chose instead to focus specifically on private sector mining 
infrastructure projects in the rest of Africa” (Annual Report, 2011).

(2) Action-formation Mechanisms Cognitive Alteration Interviews and annual reports

Theme:
• Experience and capability 

redeployment      
“our strategy of concentrating on the local construction market has paid 
off particularly well for the group. For example, our concentration on 
2010 Soccer World Cup projects has enabled us to grow our people 
through intensive training and by giving them increased on-the-job 
responsibility ….” “The three stadiums and three airports we are building 
have provided us with a solid revenue stream and have enabled us to train 
and grow our resource base” (Annual report, 2009). “We have seen how 
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Rational choice based on situation 
described above, by top managers

our teams manage to execute with high standard the complex projects 
against international known construction firm during the World Cup. So, 
by sending them to African markets, we were confident that they can 
compete with these international constructions firm in the African 
markets” (Top Manager). “When we saw that the South African markets 
was getting saturated, we wanted to enter other geographic markets with 
our products and promote our senior project managers who have deep 
experience to the managing director levels to operate remote sites that can 
develop into business units when there is a sense of growing demand in 
those areas, some areas develop and some don’t, and if it work we employ 
outside people or expects to bring local business intelligence, to the group” 
(Top Manager). Switching to organic growth has to do with taking more 
risk in terms of projects, to achieve higher continuous margins, if you don’t
grow you die, so we constantly looking for areas where we can penetrate 
with our capabilities and have to challenge the senior staff with complex 
projects. If you are able to manage risk of higher projects then you switch 
and grow organically, with the mix of your existing staff” (Top Manager).    

(3) Transformation Mechanisms Deliberate outcomes Annual reports
Evidence of the switch outcomes  

Intended action-outcomes derived 
from a rational choice.

“WBHO acquired Capital Africa Steel” (Pty) (AR, 2005), “The group 
acquired Reinforced Mesh Solutions” (AR, 2006). “WBHO acquired Insitu 
Pipelines (Pty) Limited” (AR, 2007). “WBHO [CAS] Steel Mecca” (AR, 
2008). “WBHO acquired Roadspan Group” (Pty) (AR, 2009)

Strategic switch 6 in 2011: from AGM to OGM

Table 5.26: Data Supporting Interpretations of Cognitive Representation & Anticipation 
Theme                                                        Representative Quotations

                           Si tuational Mechanisms

Reading markets & 
opportunity identification                    

“The results achieved are a reflection of the buoyant conditions the construction industry is 
currently experiencing. Whilst a decrease in tempo is predicted for projects coming off the 
drawing boards of the property sector, this should be more than compensated for by 
infrastructural and mining projects. Taking preparations for the Soccer World Cup into 
account, infrastructural spend over the next few years is expected to be in the region of R372 
billion” (Annual Report, 2006). “The world-wide demand for commodities has led to an 
increase in mining activities in a number of countries in Africa and we are providing 
infrastructural works for new mines in Zambia, Ghana and the DRC. There are good growth 
opportunities in all these countries as well as in a number of other African states” (Annual 

report, 2007).  “The next two to three years are going to be challenging and we are going 

to have to be quick on our feet to guide WBHO successfully through this uncertain period. 
But I believe this will bring out the best in WBHO’s ability to switch rapidly from one 

discipline to another, from one country to another in pursuit of new work and by so doing 
we will be able to manage this difficult period and emerge even stronger when the next 
upturn comes” (AR, 2009).

Strategic risk mitigation       “Even if the State is only able to deliver a portion of the projects it has announced, the 
industry should still continue to be very busy, at least until 2009” (Annual Report, 2006).
“We always knew it was going to be a challenge for the group to match its previous 
performance, once it had completed its World Cup projects” (Top Manager). “All of the 
group’s divisions have done exceptionally well, covering civil, building and roads and 
earthworks throughout South Africa. We are looking to venture further into Africa and 
internationally to spread our risk over several economies” (Annual Report, 2008). “As a 
leading force in construction in southern Africa, the Group is principally involved in 
building construction, civil engineering and roads and earthworks. The group is additionally
engaged in an expansion programme into greater Africa as well as internationally ….. Focus 
on PPP and EPC contracts is opening opportunities not only in South Africa, but also 
further afield. We are currently looking into other international markets for suitable 
partners to sustain our growth and enhance our rand earnings …..We also intend extending 
our activities to other African countries whilst giving serious consideration to expansion on 
other continents” (Annual Report, 2008). Zambia was identified as a potential growth node 
for the building division” (Annual Report, 2009). “The group is additionally engaged in an 
expansion programme into greater Africa” (Annual Report, 2009). “I believe the foundations 
for a new phase of growth by WBHO have been laid” (Annual Report, 2009). “Locally, most 
of the group’s contracts are won on tender and in light of current market conditions we 
anticipate increased competition and further margin pressures in the year ahead. With this 
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in mind, focus will be on growth in African resource markets where the group has already 
been successful” (Annual Report, 2010)” “The group has, over recent years, successfully 
implemented a diversification strategy, not only to facilitate its growth objectives, but also 
to mitigate risk and reduce earnings volatility over the long term” (Annual Report, 2014) .

Table 5.27: Data Supporting Interpretations of Cognitive Alterations 
Theme            Representative quotations 

                          Action-formation Mechanisms 

Experience and capability redeployment 

“Our main business activities take place in southern Africa and fortunately, over the past 
years, our strategy of concentrating on the local construction market has paid off 
particularly well for the group. For example, our concentration on 2010 Soccer World Cup 
projects has enabled us to grow our people through intensive training and by giving them 
increased on-the-job responsibility ….” “The three stadiums and three airports we are 
building have provided us with a solid revenue stream and have enabled us to train and grow 
our resource base” (Annual report, 2009). “…. the foundations for a new phase of growth by 
WBHO have been laid” (Annual Report, 2009). “Further development of subsidiary 
businesses to gain additional market share” (Annual report, 2011). “Having identified a 
number of promising opportunities in Central and West Africa, the Roads and earthworks 
division elected to use their existing African footprint to penetrate further into the region 
and pursue higher margin projects, rather than compete for work locally at negligible 
margins” (Annual report, 2012). “Expansion into Africa (geographic diversification) through 
new division ….. Development of international teams managed by South African expats” 
(Annual Report, 2013). “Rely on extensive experience to outperform new competition” 
(Annual report, 2013). “Increased demands on SA expats” (Annual Report, 2014). “For 
instance, we have implemented organic growth by sending our guys who we trust that they 
were capable to penetrate particularly in the African countries. We have seen how our teams 
manage to execute with high standard the complex projects against international known 
construction firm during the World Cup. So by sending them to African markets, we were 
confident that they can compete with these international constructions firm in the African 
markets (Top Manager). “The local roads and earthworks market was particularly adversely 
affected and rather than procure local projects at extremely low margins our Roads and 
Earthworks division elected to focus on strengthening foreign revenue streams…… 
Following very little activity in coastal markets [domestic markets areas] we have 
transferred some of these teams to our international business in order to facilitate the 
expected growth…. As a result of very little activity in the coastal region, particularly road 
and civil engineering projects, we have secured three significant low-cost housing projects 
in KwaZulu-Natal to keep resources productive” (CEO: Annual report, 2011). 

“Although it’s difficult to start businesses or strategic business units from within we do start 
these businesses, for us, they are really started at the back of the projects…you venture by 
tendering for a project… then you ask some guys to venture into unknown location, by 
setting up a construction site with the local guys or local sub-contractors, with the idea that 
you will later build a business if you have identified that there is a series of projects to come. 
This is great for management continuity, career path, giving people opportunities, right 
staff with strong leadership team who can grow, we have to keep on giving our staff and 
operational teams’ opportunities to grow. When we saw that the South African markets was 
getting saturated, we wanted to enter other geographic markets with our products and 
promote our senior project managers who have deep experience to the managing director 
levels to operate remote sites that can develop into business units when there is a sense of 
growing demand in those areas, some areas develop and some don’t, and if it work we employ 
outside people or expects to bring local business intelligence, to the group. So we don’t want 
to lose people and our teams who have work well in the previous projects, these teams are 
not easy to build with our unique culture….so we have used them by giving them more 
challenge to run our business” (Top Manager).

“Given the rich mineral resources of Africa, the expansion of the division into Africa was 
based largely on the back of mining infrastructure opportunities” (Top Manager: Annual 
report, 2013). “….we may have target that we want to continue to grow say by 5 -10%, and 
we have done this, setting a growth target, so we opening up branches one-by-one to achieve 
this target in local areas in SA and outside, and all of this depends on the market demand 
and sentiments. Switching to organic growth has to do with taking more risk in terms of 
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projects, to achieve higher continuous margins, if you don’t grow you die, so we constantly 
looking for areas where we can penetrate with our capabilities and have to challenge the 
senior staff with complex projects….(Top Manager). “Now in general infrastructure is what 
we know best and we have a profile and portfolio of numerous projects of doing this work. 
The first reaction is that this calls for what we can do. Yes, we may consider to acquire small 
companies but there first reaction is that we don’t have to completely focus on many 
acquisition, because we have the capabilities required for the demand. And therefore, we are 
more likely going to switch, that is of course if we were doing acquisition…” (Top Manager). 

Table 5.28: Data Showing Switch Outcomes  
Representative quotations 

Transformational Mechanisms
                                                        “WBHO Construction material business unit (Capital Africa Steel’s) expanded in Matola, 

Mozambique” (AR, 2011). Added newly formed WBHO pipelines, which is focusing on the 
construction of major gas, petroleum and water pipelines in African markets” (AR, 2012). 

“Opportunities from the oil and gas market in Mozambique are expected to develop in the 
near term and we have established a regional office in Pemba to focus on these” (AR, 2013). 

“A more focused entry into Central and West African markets through the formalisation of 

an official Building and civil engineering Africa division – has been an exciting strategic 
development during this reporting period” (AR, 2013).

Situational mechanism

Theme: Reading market & identify opportunities

In the annual report of 2006, the top manager noted:

  “The results achieved are a reflection of the buoyant conditions the construction 

industry is currently experiencing. Whilst a decrease in tempo is predicted for 

projects coming off the drawing boards of the property sector, this should be 

more than compensated for by infrastructural and mining projects. Taking 

preparations for the Soccer World Cup into account, infrastructural spend over 

the next few years is expected to be in the region of R372 billion” (Annual 

Report, 2006).

While the interpretation of the market in the 2006 annual report suggests doubts concerning the 

government’s commitment to invest, it also shows that top management were aware that the 

huge demand growth currently experienced was directly linked to the World Cup. Their reading 

and making sense of the market is the reason why they thought to prepare for the risk of a drop 

off in demand, although they had expressed the expectation that the government would commit 

to continue to invest in infrastructure beyond 2010. For instance, in 2007, the top manager 

explicitly stated their expectations:   

“The South African construction industry continues to ride the crest of a boom. In 

the last decade of the twentieth century gross domestic fixed investment averaged 

between 13% and 15% of gross domestic product. Recently this has increased to 19% 

and is expected to reach 25% by 2014. Therefore, we do not expect activity to tail off 
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after the infrastructure spend relating to the 2010 Soccer World Cup comes to an 

end. It should be noted that WBHO is playing a significant role in preparing the 

country for the World Cup” (Annual report, 2007). 

However, in the same year the top managers noted…

“The world-wide demand for commodities has led to an increase in mining activities 

in a number of countries in Africa and we are providing infrastructural works for 

new mines in Zambia, Ghana and the DRC. There are good growth opportunities in 

all these countries as well as in a number of other African states” (Annual report, 

2007).   

In making sense of the market and identifying opportunities internationally during the time 

nearing the end of a huge domestic demand, the top managers noted:

“The next two to three years are going to be challenging and we are going to have 

to be quick on our feet to guide WBHO successfully through this uncertain period. 

But I believe this will bring out the best in WBHO’s ability to switch rapidly from 

one discipline to another, from one country to another in pursuit of new work and by 

so doing we will be able to manage this difficult period and emerge even stronger 

when the next upturn comes” (AR, 2009).

Theme: Risk mitigation

In the annual report of 2006, the top manager of WBHO noted:

“Even if the State is only able to deliver a portion of the projects it has announced, 

the industry should still continue to be very busy, at least until 2009” (Annual Report, 

2006).

Among other issues, the statement above suggests that the top management was aware, early on, 

of the possibility of a drop off in the domestic market beyond the huge demand surge of 2010. 

This was also confirmed by the top manager during an interview with the researcher when he 

said:

“We always knew it was going to be a challenge for the group to match its previous 

performance, once it had completed its World Cup projects” (Top Manager).

As a result of this the top management made plans to spread its geographic risk by diversifying 

globally. By 2007 top managers stated:

“The world-wide demand for commodities has led to an increase in mining activities 

in a number of countries in Africa and we are providing infrastructural works for 
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new mines in Zambia, Ghana and the DRC. There are good growth opportunities in 

all these countries as well as in a number of other African states” (Annual report, 

2007).   

This was also made clear in 2008. For instance, while the group was reporting on the great 

performance of the group at the local level, it did not lose sight of the importance of mitigating 

the group’s exposure to the domestic risk by making attempts to grow in several economies. For 

instance, in 2008 the top management noted: 

“All of the group’s divisions have done exceptionally well, covering civil, building 

and roads and earthworks throughout South Africa. We are looking to venture 

further into Africa and internationally to spread our risk over several economies” 

(Annual Report, 2008).

As a result,

“As a leading force in construction in southern Africa, the Group is principally 

involved in building construction, civil engineering and roads and earthworks. The 

group is additionally engaged in an expansion programme into greater Africa as well 

as internationally …..Focus on PPP and EPC contracts is opening opportunities not 

only in South Africa, but also further afield. We are currently looking into other 

international markets for suitable partners to sustain our growth and enhance our 

rand earnings …..We also intend extending our activities to other African countries 

whilst giving serious consideration to expansion on other continents” (Annual 

Report, 2008). 

In 2009, the company was not only making a shift from local into global markets, it is also in a 

transition in terms of the growth strategy, from acquisitions to the organic growth mode. 

“The Group is currently building relationships in the UAE and has opened offices in 

Abu Dhabi, as well as Qatar, where we will focus on infrastructure work. This is a 

long-term strategic initiative which we expect to start bearing fruit in the medium 

term” …. Zambia was identified as a potential growth node for the building division” 

(Annual Report, 2009). 

They also repeated their commitment of growing their international expansion:

“The group is additionally engaged in an expansion programme into greater Africa” 

(Annual Report, 2009). 

As expected because of the 2008 crisis the top management also noted that they expected 

growth to slow down because of the poor economic conditions:
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“… we can expect growth to slow over the next few years as poorer economic 

conditions continue” (Annual report, 2009). 

And the new CEO, appointed in 2008, stated:

“I believe the foundations for a new phase of growth by WBHO have been laid” 

(Annual Report, 2009). 

This new growth however would not be possible in the local market, as it was now becoming 

clear that the South African government’s promises to invest beyond the 2010 domestic demand 

surge would not be coming through. In 2009 signs of a demand downturn were beginning to 

show up as expected:

“The construction industry in the Western Cape is extremely sensitive to the 

economic cycle and with the current economic downturn finding replacement work 

has been challenging. Teams from the Cape division have been moved to the North 

where resources are stretched, furthermore the division is spearheading expansion 

into Zambia through the new Manda Hill contract in Lusaka” (Annual report, 2009). 

This became even more the case in 2010:

“Locally, most of the group’s contracts are won on tender and in light of current 

market conditions we anticipate increased competition and further margin 

pressures in the year ahead. With this in mind, focus will be on growth in African 

resource markets where the group has already been successful” (Annual Report, 

2010)”  

As a result of this conclusion, the top management persisted on global expansion to mitigate the 

risk from the local market:  

“Chinese demand for resources has shielded the Australian economy from some of 

the effects of the global financial crisis and this is a market where the group has 

identified further growth opportunities….Chinese demand for resources continues 

to fuel expansion in mining projects both in Africa and Australia and with a strong 

footprint in both these regions we are closely monitoring potential 

projects….Resource-based industries in Africa have also shown signs of recovery 

and we expect this market to continue growing. In Australia, the government has 

rolled out spending on education, health and infrastructure as a means of boosting 

the economy, and this has favored the construction industry.” “The group’s ability 

to switch from one discipline to another, from one area to another in pursuit of new 

work will enable us to weather this difficult period and emerge even stronger when 

the next upturn comes” (Annual Report, 2010)”  
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In 2011 the top management maintained this opinion:  

“Following a decrease in order books towards the end of FY2010 and without the 

cushioning effects of World Cup revenue and margin streams, we expected to feel 

the full the impact of the global financial crisis in our industry this year. This 

proved to be the case and, together with delays in government infrastructure 

spending, resulted in a particularly competitive 12 months for the local 

construction sector. This was offset to some extent when the strengthening of 

commodity prices during the year prompted an increase in infrastructure projects 

in the mining sector, in Africa and Australia…. While the growth in our local order 

books in recent months is a positive indication of a possible recovery, margin 

pressures still persist and are likely to remain with us in the short to medium term. 

The group will continue to seek growth in both Africa and Australia ….. While we 

continue to tender on all major South African projects in order to maintain a 

presence within our local markets, we chose instead to focus specifically on private 

sector mining infrastructure projects in the rest of Africa” (Annual Report, 2011).

Due to the lack of government investments in 2012, 2013 and 2014 the domestic market was in 

decline. This made top management commit further to their diversification strategy to mitigate 

domestic risk. For instance:

“Oversupply of construction capacity following World Cup” (Annual Report, 

2013).

“Further delivery against growth objectives within Africa and Australia” (Annual 

Report, 2012). 

“….in South Africa specifically, the delayed roll out of the public sector strategic 

integrated projects and persistent low levels of gross domestic fixed investment are 

clearly having an impact on the economy and the industry……you have to be 

adaptable and flexible enough to 'go where the work is', especially when conditions 

are challenging, and I am comfortable that we continue to have this vital capacity, 

without compromising our standards” (Annual Report, 2014).  

The top management reported on the rationale for this mitigation attempt in 2014: 

“The group has, over recent years, successfully implemented a diversification 

strategy, not only to facilitate its growth objectives, but also to mitigate risk and 

reduce earnings volatility over the long term” (Annual Report, 2014).
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Action-formation mechanism

Theme: Experience and capability redeployment

The top management acknowledged the experience gained and capabilities obtained by 

participating in the large and complex projects that came with the preparation for the 2010 

Soccer World Cup. The top management was also happy to have focused their growth strategy 

on the local market, although the group was occasionally also busy with the execution of projects 

on the global market.

“Our main business activities take place in southern Africa and fortunately, over 

the past years, our strategy of concentrating on the local construction market has 

paid off particularly well for the group. For example, our concentration on 2010 

Soccer World Cup projects has enabled us to grow our people through intensive 

training and by giving them increased on-the-job responsibility ….

This intensive training came from managing and executing large and complex 

projects such as: 

“The three stadiums and three airports we are building have provided us with a 

solid revenue stream and have enabled us to train and grow our resource base” 

(Annual report, 2009). 

As explained in the discussion of the risk mitigation theme above, by this time the domestic 

market was not showing any signs of sustainable growth and the top management had already 

formed the intention to implement a global growth strategy. This was also emphasized by the 

new CEO who stated that:

“…. the foundations for a new phase of growth by WBHO have been laid” (Annual 

Report, 2009). 

This new growth was to be realized organically by the use of the capabilities obtained from the 

experience from the 2010 Soccer World Cup. For instance, following the drop off in demand after 

2010, in 2011, the top management articulated the following about their next growth expansion:

“Further development of subsidiary businesses to gain additional market share” 

(Annual report, 2011). 

This further development came from the previous year (2010) when the group made the 

commitment to focus on growing their African markets where the group already had executed 
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construction projects, as explained in the risk mitigation theme above. The group used 

subsidiaries that had already executed projects in these African markets to penetrate further 

through organic growth. For instance, in 2012 the top management noted the following:

“Having identified a number of promising opportunities in Central and West Africa, 

the Roads and earthworks division elected to use their existing African footprint 

to penetrate further into the region and pursue higher margin projects, rather than 

compete for work locally at negligible margins” (Annual report, 2012). 

In 2013, the group further expressed their commitment to use the experience, obtained in the 

2010 World Cup period, by establishing international teams that would be managed by those 

who had gained experience in South Africa. For instance: 

“Expansion into Africa (geographic diversification) through new division ….. 

Development of international teams managed by South African expats” (Annual 

Report, 2013). 

This is because the top management felt confident that the teams from South Africa were strong 

enough to compete against other global construction firms, which had operated in African 

markets. As a result of this the top management felt they could ….

“Rely on extensive experience to outperform new competition” (Annual report, 

2013). 

This was also the case in 2014 when the top management expressed that South African expats 

were in high demand in the global construction space. For instance, the top management noted: 

“Increased demands on SA expats” (Annual Report, 2014).

In summary, having acquired the experience to manage complex and large projects in the 

domestic market, the top management felt confident in positioning the firm to redeploy these 

capabilities in the global markets. This was also driven by the unfolding global expansion 

strategy that was to mitigate against the domestic geographic risk. This interpretation is 

corroborated by the evidence below: top management quotes from annual reports and quotes 

from retrospective interviews with top managers. The interpretation of the data is that top 

managers wanted to redeploy capabilities (execute large and complex projects) obtained in the 

domestic market. Below are the top management quotes: 

“For instance, we have implemented organic growth by sending our guys who we trust that they were 

capable to penetrate particularly in the African countries. We have seen how our teams manage to 
execute with high standard the complex projects against international known construction firm 
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during the World Cup. So by sending them to African markets, we were confident that they can 
compete with these international constructions firm in the African markets (Top Manager). 

“The local roads and earthworks market was particularly adversely affected and rather than procure 
local projects at extremely low margins our Roads and Earthworks division elected to focus on 
strengthening foreign revenue streams…… Following very little activity in coastal markets [domestic 
markets areas] we have transferred some of these teams to our international business in order to 
facilitate the expected growth…. As a result of very little activity in the coastal region, particularly 
road and civil engineering projects, we have secured three significant low-cost housing projects in 
KwaZulu-Natal to keep resources productive” (CEO: Annual report, 2011).

“Although it’s difficult to start businesses or strategic business units from within we do start these 

businesses, for us, they are really started at the back of the projects…you venture by tendering for a 

project… then you ask some guys to venture into unknown location, by setting up a construction site 
with the local guys or local sub-contractors, with the idea that you will later build a business if you 
have identified that there is a series of projects to come. This is great for management continuity, 
career path, giving people opportunities, right staff with strong leadership team who can grow, we 
have to keep on giving our staff and operational teams’ opportunities to grow. When we saw that 
the South African markets was getting saturated, we wanted to enter other geographic markets with 
our products and promote our senior project managers who have deep experience to the managing 
director levels to operate remote sites that can develop into business units when there is a sense of 
growing demand in those areas, some areas develop and some don’t, and if it work we employ 

outside people or expects to bring local business intelligence, to the group. So we don’t want to lose 

people and our teams who have work well in the previous projects, these teams are not easy to build 
with our unique culture….so we have used them by giving them more challenge to run our business” 

(Top Manager).

“Given the rich mineral resources of Africa, the expansion of the division into Africa was based 
largely on the back of mining infrastructure opportunities” (Top Manager: Annual report, 2013).

“….we may have target that we want to continue to grow say by 5-10%, and we have done this, setting 
a growth target, so we opening up branches one-by-one to achieve this target in local areas in SA 
and outside, and all of this depends on the market demand and sentiments. Switching to organic 
growth has to do with taking more risk in terms of projects, to achieve higher continuous margins, 
if you don’t grow you die, so we constantly looking for areas where we can penetrate with our 
capabilities and have to challenge the senior staff with complex projects. If you are able to manage 
risk of higher projects then you switch and grow organically, with the mix of your existing staff” (Top 
Manager).    

“Switching to any growth strategy depends on the market demand in a particular time, country, and 
the economic growth; because in construction sector, we don’t seat around the board and discuss 
which strategy to implement without knowing the clients’ future investment profile. We need to 
read the private sector or public sector investment profile that details and tells us the future plans 
about future demands, and we do this for several countries and private investors. Other issues are 
important like political stability, legal issues, for example indigenization; the economy growth; 
among other things. As a group we need to know which sectors are going to receive investments and 
that informs your growth strategy. If we say in Ghana, or Australia, Mozambique government will 
want to invest in the next 4 years into infrastructure as they are developing. Now in general 
infrastructure is what we know best and we have a profile and portfolio of numerous projects of 
doing this work. The first reaction is that this calls for what we can do. Yes we may consider to 
acquire small companies but there first reaction is that we don’t have to completely focus on many 

acquisition, because we have the capabilities required for the demand. And therefore, we are more 
likely going to switch, that is of course if we were doing acquisition. Or as we have done, the South 
Africa investors who we have been serving for years in our domestic and abroad, have now develop 
an appetited to invest in some African countries, now in both examples we have adopted organic 
growth and partner with local sub-contractors of that particular country for indigenization purposes. 
(Top Manager).     
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Transformational mechanisms

In 2012, in line with the intention to pay major attention to the global expansion, the organic 

growth mode finally surpassed the previously dominant acquisition mode. The organic growth 

mode is presented Table5.34 below.

Table 5.29 Evidence of organic growth
Year Case narratives
2011 WBHO Construction material business unit (Capital Africa Steel’s) expanded in Matola, Mozambique
2012 Added newly formed WBHO pipelines, which is focusing on the construction of major gas, petroleum 

and water pipelines in African markets 

2013

Opportunities from the oil and gas market in Mozambique are expected to develop in the near term and 
we have established a regional office in Pemba to focus on these. 
A more focused entry into Central and West African markets through the formalisation of an official 
Building and civil engineering Africa division – has been an exciting strategic development during this 
reporting period. 

Strategic switch case 7: process-tracing data analysis 

Table 5.30: Switch 7 in 2006 from AGM to OGM
Process tracing (data analysis) Forward-looking logic (BTOF) Selected quotes (raw data)

(1) Situational Mechanisms Cognitive Representation Interviews and annual reports
Themes:

• Opportunity identification   

• Increase ‘non-core’ earnings        

Subjective description of the situation 
(e.g. describing competitive setting of 
the external environment), by top 
managers.   

“The hosting of the 2010 Soccer World Cup tournament in South Africa 
will undoubtedly accelerate provision of infrastructure by Government 
over the next five years. This prestigious event, which is forecast to attract 
approximately three million visitors, is set to generate increased demand 
for a range of construction and building projects.” (AR, 2004). The formal 
construction industry is expected to generate approximately R90 billion 
in activity during 2005…” (Annual report, 2005). “….if one takes the 
construction economy together with building materials and infrastructure 
equipment, the effective direct and indirect contribution to GDP could be 
as much as 7% …..” (Annual Report, 2005). 

“The current or future ability of certain business units and their respective 
market segments to support these group financial targets has been re-
evaluated” (Annual report, 2006).  “The divestment from these various 
businesses and markets is to be replaced by investment in new areas of 
opportunity that have been identified in building materials and housing, 
infrastructure PPPs and large multidisciplinary engineering contracts” 

(Annual report, 2006). 
(2) Action-formation Mechanisms Cognitive Alteration Interviews and annual reports

Theme:
• Give opportunistic exposure      

Rational choice based on situation 
described above, by top managers

“The group is now pursuing expansion of building materials supply, new 
housing initiatives, PPP and large multi-disciplinary engineering 
projects” (Annual report, 2006).  Yes, we did continue to deploy our niche 
and core capabilities that we already have inside the group but there was 
just too much work to only focus on that” (Top Manager). “Group Five’s 
construction materials business was formed in 2006 to 2008, at the top 
end of the cycle, through largely the acquisition of aggregates, ready-mix 
and contract mining businesses. He (CEO) noted that everyone in the local 
construction industry looked for opportunities to add margin-enhancing 
businesses to their companies during the peak of the construction boom, 
and that Group Five was no different….Group Five spent more than R1 
billion on the acquisition of a number of construction materials businesses 
between 2006 and 2008” (CEO: Engineering news, 2011). 

(3) Transformation Mechanisms Deliberate outcomes Annual reports
Evidence of the switch outcomes  

Intended action-outcomes derived 
from a rational choice.

“Group Five today announced the acquisition of Gauteng based 
construction materials and crushing services group, Quarry Cats, for 
R750 million” (AR, 2006). “Group Five has entered into an agreement to 
acquire 100% of plaster firm Sky Sands for R124-million” (AR, 2007). 
“Bernoberg, R32m Oct 2007” (AR, 2007), “Go Crete R14m Dec 2007” (AR, 
2007)
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Strategic switch 7 in 2006: from OGM to AGM

Table 5.31: Data Supporting Interpretations of Cognitive Representation & Anticipation 
                           Situational Mechanisms

Theme                                                 Representative Quotations 

Identify opportunity                  “The hosting of the 2010 Soccer World Cup tournament in South Africa will undoubtedly 
accelerate provision of infrastructure by Government over the next five years. This 
prestigious event, which is forecast to attract approximately three million visitors, is set to 
generate increased demand for a range of construction and building projects.” (AR, 2004). 

“The economy in South Africa is more favorable in terms of fixed investment than what has 
been seen in decades. The formal construction industry is expected to generate 
approximately R90 billion in activity during 2005…” (Annual report, 2005). “Although 

official data suggests that the value added by the construction industry is a mere 2% of GDP, 
if one takes the construction economy together with building materials and infrastructure 
equipment, the effective direct and indirect contribution to GDP could be as much as 7% 
…..” (Annual Report, 2005). “A realistic estimate suggests that the building materials sector 
is likely to generate an additional R30 billion in activity” (Annual report, 2005). “These 

opportunities will yield positive results in the year ahead” (Annual report, 2006). 

Increase “non-core” earnings “A 20-year bear market has unequivocally ended. A strategy of “managed decline” by 

construction groups therefore needs to be replaced by one of “managed recovery” (Annual 

Report, 2005).  “…. the group reviewed the current and future ability of certain business 

units and their positioning in their respective market segments to determine whether or not 
they are able to support the group’s short- to medium-term goals” (Annual report, 2006).

“Group Five’s business vision has been sharpened and certain of the group’s super-ordinate 
goals revised. The group has adopted a clear philosophy of developing business strategies 
to meet its chosen financial targets (as opposed to financial targets following the 
development of chosen business strategies). The current or future ability of certain business 
units and their respective market segments to support these group financial targets has been 
re-evaluated” (Annual report, 2006).  

Table 5.32: Data Supporting Interpretations of Cognitive Alterations 
Theme            Representative quotations 

                          Action-formation Mechanisms 

Give opportunistic exposure        “Honestly, it will be like walking with one leg if a firm may cast its growth on one pattern 
of growth strategy. For instance, the Soccer World Cup was announced and the rollout 
infrastructure to be offered was huge, it was not possible to build organically some of these 
capabilities even if you want to. Yes, we did continue to deploy our niche and core 
capabilities that we already have inside the group but there was just too much work to only 
focus on that” (Top Manager). “Group Five’s construction materials business was formed in 
2006 to 2008, at the top end of the cycle, through largely the acquisition of aggregates, 
ready-mix and contract mining businesses. He (CEO) noted that everyone in the local 
construction industry looked for opportunities to add margin-enhancing businesses to their 
companies during the peak of the construction boom, and that Group Five was no 
different….Group Five spent more than R1 billion on the acquisition of a number of 
construction materials businesses between 2006 and 2008” (CEO: Engineering news, 2011). 

“It is a higher-margin business and its creation is aligned with our strategy of having a third 
of earnings derived from non-construction business and creating strategic opportunities for 
multiple revenue streams on large contracts” (Annual Report, 2008). “Upton (CEO) said the 
acquisitions had been made when the local construction industry was about to enter the 
biggest boom in 30 to 40 years, and companies in the sector were looking for materials and 
opportunities to grow their businesses, influence the supply chain and gain value-adding 
and margin-enhancing businesses” (CEO: Engineering News, 2011). 
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“If we don’t have time to building a capacity from inside the firm and the duration for the 
demand is long-term it won’t make sense to adopt organic mode, then you are going to bend 
more to the acquisition strategy. So time is an important factor” (Top Manager). “As a result, 
Group Five sold its 50% interest in WSSA and its 25% interest in Group Five Saudi Pipe. 
It also closed down and sold off the concession, operations and maintenance business in 
India and subsequent to year-end, disposed of its 100% interest in Vaal and its 40% interest 
in DPI” (Annual report, 2006). “The divestment from these various businesses and markets 
is to be replaced by investment in new areas of opportunity that have been identified in 
building materials and housing, infrastructure PPPs and large multidisciplinary 
engineering contracts” (Annual report, 2006). “The disinvestment from these various 
businesses is to be replaced with new and exciting opportunities that will rapidly fill the 
earnings gap” (Annual report, 2006). “The group is now pursuing expansion of building 
materials supply, new housing initiatives, PPP and large multi-disciplinary engineering 
projects” (Annual report, 2006).  

Table 5.33: Data Showing Switch Outcomes  
Representative quotations 

Transformational Mechanisms
                                                        “Group Five today announced the acquisition of Gauteng based construction materials and 

crushing services group, Quarry Cats, for R750 million” (AR, 2006). “Group Five has 

entered into an agreement to acquire 100% of plaster firm Sky Sands for R124-million” (AR, 

2007). “Bernoberg, R32m Oct 2007” (AR, 2007), “Go Crete R14m Dec 2007” (AR, 2007)

Situational mechanism

Theme: Identify opportunity 

After a long period of under-spending in the South African construction industry since 1994 until 

the mid-2000s, the announcement for hosting of the 2010 FIFA Soccer World Cup was 

announced in 2004. After the announcement, the top management noted: 

“The hosting of the 2010 Soccer World Cup tournament in South Africa will 

undoubtedly accelerate provision of infrastructure by Government over the 

next five years. This prestigious event, which is forecast to attract 

approximately three million visitors, is set to generate increased demand for 

a range of construction and building projects.” 

As a result, top managers begun to articulate general anticipations about construction related 

growth demands, as from 2005:

“The economy in South Africa is more favorable in terms of fixed investment 

than what has been seen in decades. The formal construction industry is 

expected to generate approximately R90 billion in activity during 2005…” 

(Annual report, 2005). 

As clearly discussed below, at the time of the announcement the firm was a typical building and 

civil engineering contractor, which did not have a focus on ‘construction building material 

business division’. However, in 2005, above and beyond noticing the obvious increase in demand
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in markets directly linked to the core-capabilities of the company, the top managers also begun 

to identify opportunities in the “non-core supply chain” of the construction market:  

“Although official data suggests that the value added by the construction 

industry is a mere 2% of GDP, if one takes the construction economy 

together with building materials and infrastructure equipment, the effective 

direct and indirect contribution to GDP could be as much as 7% …..” 

(Annual Report, 2005). 

This led the top management to make estimates such as:

“A realistic estimate suggests that the building materials sector is likely to 

generate an additional R30 billion in activity” (Annual report, 2005). 

As a result, although the 2010 FIFA Soccer World Cup related demand upswing matched the

company’s core-capabilities, the top managers identified opportunities in the form of an attractive 

‘non-core’ market and noted: 

“These opportunities will yield positive results in the year ahead” (Annual report, 

2006). 

Theme: Increase ‘non-core’ earnings

The top management team responded in the following manner to the announcement, which 

foreshadowed an upturn in the domestic market:

“A 20-year bear market has unequivocally ended. A strategy of “managed 

decline” by construction groups therefore needs to be replaced by one of 

“managed recovery” (Annual Report, 2005).   

As result of the statement above, the top management noted the following in 2006:

“…. the group reviewed the current and future ability of certain business units and 

their positioning in their respective market segments to determine whether or not 

they are able to support the group’s short- to medium-term goals” (Annual report, 

2006).  

This exercise (i.e. reviewing to determine whether or not certain business units… support the short or 

medium-term goals), caused the top managers to respond by changing gears regarding the 

corporate strategy. For instance, the top management articulated:

“Group Five’s business vision has been sharpened and certain of the group’s super-

ordinate goals revised. The group has adopted a clear philosophy of developing 
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business strategies to meet its chosen financial targets (as opposed to financial 

targets following the development of chosen business strategies). The current or 

future ability of certain business units and their respective market segments to 

support these group financial targets has been re-evaluated” (Annual report, 2006).  

This re-evaluation came because the group’s strategy had been particularly geared towards the 

international markets since 2001 since the under-spending in the local or domestic market. 

Action-formation mechanism

Theme: Give opportunistic exposure

After identifying opportunities particularly, the construction material supply chain sector, in 

2006 the top management noted:  

“As a result, Group Five sold its 50% interest in WSSA and its 25% interest in Group 

Five Saudi Pipe. It also closed down and sold off the concession, operations and 

maintenance business in India and subsequent to year-end, disposed of its 100% 

interest in Vaal and its 40% interest in DPI” (Annual report, 2006). 

What was the intention here, why would a firm dispose of some businesses that had been planned 

to contribute to the group’s international expansion, and how were the proceeds from these 

divestments going to be used? The answers to these questions came in the following statement:   

“The divestment from these various businesses and markets is to be replaced by 

investment in new areas of opportunity that have been identified in building 

materials and housing, infrastructure PPPs and large multidisciplinary engineering 

contracts” (Annual report, 2006). 

The quote above (and one below) showed that top managers have not only identified opportunities, 

but also prepared to enter the non-core building material sector with an aim to increase the 

organizational earnings. Top management noted…

“The disinvestment from these various businesses is to be replaced with new and 

exciting opportunities that will rapidly fill the earnings gap” (Annual report, 2006). 

As shown in the statement above, the intention was to increase the ‘non-core’ earning stream 

and the group immediately started to pursue this strategy. In explaining this move, which 

caused the observed strategic switch from an organic to an acquisition growth mode in 2006, 

the top management further noted: 
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“The group is now pursuing expansion of building materials supply, new housing 

initiatives, PPP and large multi-disciplinary engineering projects” (Annual report, 

2006).  

The top managers noted that the firm had to be flexible to enter this ‘non-core’ market: 

“The group is positioned in three clear areas: Investments and Concessions, 

Manufacturing and Construction Materials and Construction Engineering. The 

creation of the Construction Materials discipline is as a result of the group’s flexible 

strategy in action” (Annual report, 2007).  

The top management in 2006 intended to increase the group’s earnings by switching towards the 

acquisition growth mode, which extended until 2008. Unlike the organic expansion mode, where 

a firm needs enough time to build capabilities that it does not yet possess, in times of sudden 

demand increase, a firm is likely to switch to the acquisition growth mode if it wants to generate 

additional income. This interpretation is corroborated by the evidence that will be presented 

below. The conceptual interpretation that Group Five’s top management team decided to switch 

to growth through acquisition mode, when after a) identified an opportunity in the construction 

material sector, and b) a perceived need to increase ‘non-core’ earning streams during a time of 

huge demand, and lastly intended to quickly expose the firm in an opportunistic manner. Below 

are quotes from the top management and from interviews with top managers:

“Honestly, it will be like walking with one leg if a firm may cast its growth on 
one pattern of growth strategy. For instance, the Soccer World Cup was 
announced and the rollout infrastructure to be offered was huge, it was not 
possible to build organically some of these capabilities even if you want to. 
Yes, we did continue to deploy our niche and core capabilities that we already 
have inside the group but there was just too much work to only focus on that” 

(Top Manager).

This is further explained by the CEO:  

“Group Five’s construction materials business was formed in 2006 to 2008, at 
the top end of the cycle, through largely the acquisition of aggregates, ready-
mix and contract mining businesses. He (CEO) noted that everyone in the 
local construction industry looked for opportunities to add margin-enhancing 
businesses to their companies during the peak of the construction boom, and 
that Group Five was no different….Group Five spent more than R1 billion 

on the acquisition of a number of construction materials businesses between 
2006 and 2008” (CEO: Engineering news, 2011). 

“If we don’t have time to building a capacity from inside the firm and the 
duration for the demand is long-term it won’t make sense to adopt organic 

mode, then you are going to bend more to the acquisition strategy. So time is 
an important factor” (Top Manager). 
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In the 2008 annual report, the top managers made the following note concerning the construction 

materials business division:

“It is a higher-margin business and its creation is aligned with our strategy of 
having a third of earnings derived from non-construction business and 
creating strategic opportunities for multiple revenue streams on large 
contracts” (Annual Report, 2008).

“Upton (CEO) said the acquisitions had been made when the local 
construction industry was about to enter the biggest boom in 30 to 40 years, 
and companies in the sector were looking for materials and opportunities to 
grow their businesses, influence the supply chain and gain value-adding and 
margin-enhancing businesses” (CEO: Engineering News, 2011). 

Transformation mechanism

Although the group was already operating in the construction supply chain sector with its 

“manufacturing” business unit, as shown below (see Figure 5.20 below), it had never had the 

construction material business as a standalone within this sector. The manufacturing business 

unit, as shown below, comprised of three businesses, namely:  

• Everite Building Products.

• Vaal Sanitaryware; and 

• DPI Plastic.

However, in 2006, the group embarked on an acquisition trail and created a construction material 

business unit, as shown in Figure 5.21 below, which had four businesses namely:  

• Quarry Cats; 
• Afrimix; 
• Bernoberd; and 
• Sky Sands  

SSoouurrccee:: GGrroouupupupupupupupu FFiivivivivivivivi ee ccoorrppppprprprprprrprprprpr oorraatatatatatatatatata etettetetetetetetetetetetetet pprreesseennenttatattatatatatatatatatattatattatatatat tatatatatatatatata iiioononononononooonono ,, 22000044
FFiiggugugugugugguugug rree 55::11 BBuussiinneessss uunniittss
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Here is the group’s operational structure after the switch:

Figure 5:2 Businessunits
Source: GroupFive corporate presentation, 2008

As the statement above shows, the intention of creating the construction material business unit 

was to increase earnings during a time of huge demand increase due to the 2010 World Cup. Here 

is the selected evidence of this switch from organic growth to growth through acquisitions that 

followed from this intention:

“The acquisition of Sky Sands complements Group Five’s expansion and 

growth strategy in the infrastructure sector and assists in mitigating the risk 
of future materials shortages with respect to key building and infrastructure 
projects, especially in the Gauteng market…..Bernoberg further diversifies 

our business portfolio in the construction materials supply sector and 
complements our existing product range. As with our previous acquisitions in 
this cluster, namely Quarry Cats and Sky Sands, Bernoberg will be value 
enhancing as it will operate at higher margins than our group’s average. Our 
further investment in this specific business and the broader materials supply 
sector also enhances our ability to meet the crucial demands of South Africa’s 

drive for greater infrastructure, commented Group Five’s CEO, Mike Upton” 

(Group Five, corporate media releases, 2007).

Table 5.34 selected evidence of growth through acquisitions

Source: Annual reports and corporate presentations

Year Case narratives
2006 Group Five today announced the acquisition of Gauteng based construction materials and crushing services group, 

Quarry Cats, for R750 million.

2007
Group Five has entered into an agreement to acquire 100% of plaster firm Sky Sands for R124-million.
Bernoberg, R32m Oct 2007
Go Crete R14m Dec 2007 

2008 Acquisition for 2008 was postponed see the reasons in the appendix 
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5.3 Summary of the findings for case analysis 

The findings presentation format (figure below) allows us (and the reader) to configure our data 

into a sensible visual aid and by so doing provides a graphic representation on how we progressed 

from raw data to themes in conducting the cross-case analyses. As a result, the reader can see 

and link how the analysis went from raw data (and quotes), to the themes and finally the 

aggregate dimension (triggers of strategic switch). So, the graphic representation figure below 

situational mechanisms describe how external social phenomena (e.g. perceived opportunities)

affects internal states of top managers (e.g. preferences). And action-formation mechanisms are 

rational choices (e.g. actors choose optimal course of action with respect to stated opportunities and their 

effects). Put differently, while the themes from the situational mechanisms give us an explanatory 

power to describe the trigger of the switch, the themes from action-formulation mechanism 

describes rational choice that led to the strategic switch outcome. This is because in order for a 

strategic switch to occur, events must have evolved, which influence the top managers’ beliefs 

and perceptions, and give them not only the confidence, but also the ability to formulate an image 

of the currently non-used growth strategy as being attractive. 

Summary for AGM to OGM strategic switch

Situational Mechanism

Triggers of strategic switch 

Four specific themes relating to the triggers of strategic switch, from acquisition growth mode 

to organic mode, characterized our top managers experiences: 

1. Reading markets and identify opportunities, 

2. Searching and positioning, 

3. Strategic risk mitigation, and lastly 

4. Strategic renewal. 

Action-formation Mechanism

Two specific themes relating to the action taken for strategic switch, from organic mode to 

growth through acquisition mode, characterized our top managers experiences: 

1. Beyond areas of know-how, and 

2. Give opportunistic exposure and change of course. 
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Below is the summary of the case analysis configured in switch from AGM to OGM.

In addition, we present the summary of the configuration of the emerging themes from our case 

empirical analyses with the Gioia’s data structure. This structure “allows us to provide a graphic 

representation of how we progressed from raw data to terms and themes in conducting the analyses” (Pratt, 

2008; Tracy, 2010). As shown below, this structure makes use of 1st order concepts (direct 

quotations from interviews and annual reports), 2nd order analyses (theoretical realm, the 

emerging themes suggesting concepts to help us explain the phenomena we are studying), and 

the aggregate dimension (where we distil the emergent 2nd-order themes even further into 

aggregate dimensions). Our data structure to summaries the findings is shown below.



570189-L-bw-Nghona570189-L-bw-Nghona570189-L-bw-Nghona570189-L-bw-Nghona
Processed on: 16-11-2021Processed on: 16-11-2021Processed on: 16-11-2021Processed on: 16-11-2021 PDF page: 135PDF page: 135PDF page: 135PDF page: 135

1

                             1st order cross analysis (direct quotes)                      2nd order                     aggregate 
                                                                                                                     themes                       dimension     

          Figure 5.3 Summary of the findings of AGM to OGM strategic switch

• “Construction sector has experienced tough trading conditions”
• “Construction sector characterized by high level of uncertainty beyond 2010”
• “Difficult trading conditions expected to continue through 2011”
• “2-3 years going to be challenge, we must be quick to guide the firm through uncertainty”.
• “World-wide demand for commodities led to an increase in mining in several countries”  

• “Mines in the world going underground creating demand for SA expertise ”
• “Chinese demand for resources has shielded the Australian economy from some of the 

effects of the global financial crisis and this is a market where the group has identified 
further growth opportunities”

• “There are good growth opportunities in all these countries other African states”

• “Investigations well advanced in other African countries”
• “Progress made in securing work beyond boarders of South Africa ”
• “Building presence in rest of Africa – Namibia, Botswana, Zambia, Uganda”

• “Expansionary opportunities explored in Australia, South America, Africa, etc”. 
• “Slow recovery after recession; starting to gather momentum, in resource markets in Africa. 
• “Influx of funding from international sources”
• “Target emerging countries in Africa & South America”. 

• “We knew it is going to be challenges to match prior performance, after 2010 projects”
• “The industry should continue to be very busy, at least until 2009”

• “Must be flexible to 'go where the work is', especially when conditions are challenging”
• “We engaged in an expansion programme into greater Africa as well as internationally”
• “Looking to venture further into Africa and internationally to spread our risk over”
• “Delayed in rolling out public sector integrated projects and persistent low levels of gross 

domestic fixed investment are clearly having an impact on the economy and the industry”

• “Engaged in diversification strategy, not only to facilitate its growth objectives, but also to 
mitigate risk and reduce earnings volatility over the long term”

• “Strategic focus shifted gear to introduction Globalizing strategy”
• “Transform the firm back, from industrial conglomerate into its historic construction and 

engineering group”, 
• “A non-negotiable commitment to sustainable earnings growth and value creation” 

(Robust magazine, 2009)”. 
• “Two strategic phases namely, Rebuilding Murray & Roberts (2001 – 2005) and 

Globalizing Murray & Roberts strategy (2005 to 2009) respectively” 

Reading Markets 
& 

Identify
Opportunities  

Searching 
& Positioning 

Strategic 
Risk Mitigation 

Strategic Renewal 

• “All of this depends on the market demand and sentiments”

• “Is the growth demand within our capacity? ”

• “We ask ourselves is it what we are already doing, is it within our reach? ”

• “Demand, either in the same region or other, that match firms’ capabilities”

• “Our brand is known for civil and infrastructure engineering capabilities”

• “General infrastructure is what we know best & we have a profile & portfolio of projects”

• “Our team executed complex projects; we were confident to send them abroad”

• “We have confidence to penetrate other markets”

• “Wanted to enter other geographic markets with our products to promote senior project managers & 
develop business units when there is growth demand in those areas”. 

• “Because we have the capabilities required for the demand”

• “We have operated & have knowledge about a market, you might want to further our geographic footprint, 
to plan and turn towards organic growth”

Areas of our
know-how 

Resource & 
Capability 

Redeployment 

• “Focus on 2010 Soccer World Cup projects has enabled us to grow our people”

• “Growth focused on markets where we can replicate our business model”
• “Past projects enabled us to grow to take new challenges in different geography”

• “Expansion into Africa (geographic diversification) through new division”

• “3 World Cup stadiums & 3 airports enabled us to train & grow our resource base”

• “Our capabilities, then we can replicate what we know best with our systems”

• “Development of international teams managed by South African expats”

• “Must have a strong people to transfer your successful business systems and way of doing things in 
another market”

• “Leveraging our contracting and manufacturing competitiveness into global markets”

Move to 
market-areas of 

Competency 

Triggers 
of strategic 

switch  
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Summary for OGM to AGM strategic switch

Situational Mechanism

Triggers of strategic switch 

Four specific themes relating to the triggers of strategic switch, from organic mode to growth 

through acquisition mode, characterized our top managers experiences: 

1. Emerging demand trends, reading markets & opportunity identification, 

2. Strategic risk mitigation, 

3. Strategic migration, and lastly

4. Increase “non-core” earnings. 

Action-formation Mechanism

Two specific themes relating to the action taken for strategic switch, from organic mode to 

growth through acquisition mode, characterized our top managers experiences: 

3. Beyond areas of know-how, and 

4. Give opportunistic exposure and change of course

Below is the summary of analysis categorized in switches from organic growth mode to the 

growth through acquisition mode. 
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                   1st order cross analysis (direct quotes)                               2nd order                         aggregate 
                                                                                                                      themes                           dimension     

            Figure 5.4 Summary of the findings of OGM to AGM strategic switch

• “Global growth continues to place heavy demand into the natural resources sector”. 
• “Indications are that this will continue for at least the next five to seven years before 

reaching a new level of sustainable demand”. 
• “This bodes well for further development of a global resources focus of our firm”. 
• “Indication that a new wave of natural resource driven opportunities will arise from Africa”
• “PPP model design, construction & financing of projects, identified as key growth area”
• “2010 Soccer World Cup, to increased demand for a range of construction projects” 

• “Estimate suggests that building materials sector is likely to generate R30 billion in activity
• “These opportunities will yield positive results in the year ahead”

• “Strong growth in civil engineering is forecast for 5 years after which it is expected to slow”
• “Some uncertainty beyond 2010 following completion of FIFA Soccer World Cup”
• “Developing global strategy is to lessen the risk inherent in geographic concentration”
• “The firm is considering opportunities in other countries”

• “Need to address issue of concentration risk”
• “To mitigate the risk of a possible future, drop off in local work when it comes”
• “Firm is considering opportunities in other countries” 
• “Company wishes to diversify its geographical risk profile”

• “New Strategic Future for the firm, for the period beyond 2014”.
• “Firm may start as one thing and end up as something else” 

• “Sometimes you want to grow via acquisitions to change strategic direction of the firm”. 
• “We are exiting the construction building market sector that is the decision we took”

• “South African & markets abroad are no longer going to support our growth demands”.
• “We are exclusively focusing on natural resources, oil & gas, water, mining, minerals, etc.
• “Sale of the Infrastructure & Building Engineering and Genrec, is non-strategic business 

because of New Strategic Future plan”. 
• “Considering the New Strategic Future plan, civil infrastructure and building business was 

determined to no longer be a strategic fit for the firm”. 

• “Enter areas in which the firm was not presently operate in ”

• “It was with this situation in mind that we initiated a bid to acquire Concor Limited Group”
• “Strategy of “managed decline” by firms needs to be replaced by “managed recovery”
• “Would have expanded our activities into areas in which we do not presently operate ”
• “Intended to expose the firm to higher margins obtainable further down the supply chain”
• “the supply of scarce materials in times of high demand” 
• “Divestment from these various businesses used to enter new areas of building materials”

• “New and exciting opportunities in building materials will rapidly fill the earnings gap”

Emerging demand 
trends, reading 

markets & opportunity 
identification   

Strategic risk mitigation

Strategic 
Migration 

Increase “non-core” 
earnings

• “You might want to move away from one sector and enter some markets”
• “You acquire firms if the is going to be a huge demand & we do not have those capabilities
• “We updated our vision & revised goal is to become global construction group by 2013”
• “Considering moving to engineering, procurement, construction management (EPCM) field
• “Expanding into infrastructure and oil/gas businesses to increase service offering”

• “To build an international construction, engineering and related services group with a 
focus on emerging markets, operating in the mining, energy and infrastructure sectors”

• “Looking at new sectors to balance portfolio – consider opportunities in energy, oil & gas”

Beyond areas 
of know-how 

Change 
of 

course  

• “Firm may start as one thing and end up as something else”

• “You want to grow inorganically via acquisitions to change strategic direction of the firm”. 
• “We are exiting the construction building market sector that is the decision we took”

• “To change and shift an organization you do it via acquisition to a new strategic path ”.
• “We don’t have that capability in that market, we can engineer things, we can’t build them”.
• “We decided to buyseveral competitive acquisitions already active in those markets”

• “New strategic direction & divestment from civil engineering & building market sectors”

• “The firm is focusing completely on natural resources, oil & gas, water, mining, minerals”

Move to 
market-areas

of Vulnerability  

Give 
opportunistic 

exposure

• “In our construction industry you cannot see too far in the future we are reactive”
• “Opportunities also play a role in switching between these growth strategies”
• “We depend on clients to put up projects. We seldom create our work.”
• “Yes, we did continue to deploy our niche and core capabilities that we already have 

inside the group but there was just too much work to only focus on that”
• “Higher-margin business and its creation is aligned with our strategy of having a third of 

earnings derived from non-construction business for multiple revenue streams”

• “We buy several firms with those capabilities, as the country announced expenditure”
• “If we saw, a firm, who is playing in a sector that we are not currently engaged in, we may 

acquire capacities, if that sector shows sustainable growth opportunities”
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CHAPTER 6: CROSS-CASE ANALYSIS
6.1 Introduction 

In this cross-case analysis chapter, as with other studies (see: Langley, 1999; Dennis et al., 1996; 

Doz, 1996; Khan & VanWyneberge, 2008 etc.), we adopted tables, not only as the major format

to present the commonalities in the events, activities, etc. but also as a juxtaposing process-

tracing unit of analyses from the data of the four largest construction engineering firms. How 

cross-case analysis is conducted is discussed in the method chapter above, see page 57-58. 

Without repeating myself, the most important here is the following: case-oriented research allows 

us to group those firms who switched for instance from organic to growth through acquisitions, 

and vice versa, in order to study common causes or outcomes (Khan & VanWyneberge, 2008) and 

reveal why they switched in the same way in different instances (years). This allows us to theorize 

about the driving factors and conditions under which these outcomes occur.

6.2 Justification of demarcation of phases for cross-case analysis: Phase 1-2-3

In this section, instead of showing the switch overview of each firm independently, a juxtaposing 

typology will be employed, combining all firms, as means to exhibit the configuration of the three 

phases (see below: Phase 1: 2001-2007; Phase 2: 2009-2012 and Phase 3: 2012-2016). In figure 

6.2 and below it the justification is given for demarcation.  

Rationale behind demarcation 

Phases
Phase 1: 2001-2007 Phase 2: 2009-2012 Phase 3:2012-2016

In 2001 the peak starts 
In 2007 demand takeoff 

In 2009 end of peak
& drops until 2012

In 2012 the peak starts & 
begins to drop in 2016  

Figure 6.1: Gross Fixed Capital Formation 
Source: Construction monitor: supply and demand 
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Rational behind Phase 1-2-3 

In longitudinal process studies it is important to portray the real-world context in which the 

phenomenon of interest is studied. Therefore in this section of the study it is necessary to reflect 

on the entire period (i.e. 2001-2016), and by doing so, show what was happening outside the firms 

in the environment (as shown above in the demarcation of phases) and inside the organizations 

(see below: switch behavior). This was done to reflect the evolutionary changes taking place 

inside and outside the firms. As done in several studies (i.e. Dennis et al., 1996; Doz, 1996) and 

explained by Langley (1999), juxtaposing phases permits the constitution of comparative units 

of analysis for the exploration and replication of theoretical ideas. In doing so, the phases become 

units of analysis, which can be useful for replicating similar instances/cases of the switches, each 

with emerging plausible explanations. Phase 1-2-3 were also demarcated in this study to achieve 

the same objectives. Also, for the purpose of reducing the complexity that comes with process 

studies, and as a means to simplify the presentation of cross-case evidence, it was necessary, not 

only to adopt the table format in the presentation of this chapter, but also to divide the entire 

period into phases. The data therefore was decomposed into successive adjacent periods and this 

enables the explicit examination of how the context of each phase (e.g., 2001-2007), affected the 

strategic switch process, taking into consideration that process research is concerned with 

understanding how things evolve over time and why they evolve in this way (Van de Ven & 

Huber, 1990). In the table above the phases are demarcated and justified. 

In appendix A is the strategic switch overview of what was happening inside the firms. The 

exhibited strategic switch behavior was limited on the availability of the dataset and its relevance 

to the phenomenon of the study (e.g. strategic switch). Where the strategic expansion mode ends 

or does not continue, this means the firm executed something either beyond the scope of the 

study (e.g. strategic alliance) or the data was not available.   
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6.3 Data analysis funnel

The diagram below demonstrates a graphic representation of a data analysis funnel from chapter 

5 (case-by-case), chapter 6 (cross-case) and chapter 7 (theory contribution of this study). 

         Move to                                                                                                      Move to            

   Market-areas of                         Cognitive Representation                       market-areas of 

      Competency                                                                                               Vulnerability                

Chapter 5

             High cognitive                      Cognitive Alteration                         Low cognitive               

       Organization-Efficacy                                                                       Organization-Efficacy 

Chapter 6

  

      Decrease                               Performance                              Increase 
                                                                       Anxiety
  

Chapter 7

                  AGM to OGM switch                                      OGM to AGM switch

Figure 6.2 Funnel Model Buildup

Table below presents data process tracing (3 mechanisms) of the cross-case findings and juxtaposed

this with BTOF (forward looking logic) using selected data to show the switch from AGM to OGM. 
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Table 6.1: Data evidence for cross-case analysis of Switch from AGM to OGM

Switches
Process tracing: data analysis

Situational mechanism Action-formation mechanism Transformational mechanism
BTOF: forward looking logic

Cognitive Representation Cognitive Alteration
Outcomes

Switch 1

Tr iggers of strategic switch Moving towards area of competency

Theme: Identify opportunities

“South Africa had pioneered deep-level 
mining, and it was becoming clear that 
many mines elsewhere in the world were 
going underground – especially in 
Australia and Canada – creating demand 
for this South African expertise” (AR, 

2006).

Theme: Strategic renewal

“Transform the firm back, from industrial 
conglomerate into its historic construction and 
engineering group, with “a non-negotiable 
commitment to sustainable earnings growth and 
value creation” (Robust magazine, 2009)”. 

Theme: Within areas of know-how

"...Murray & Roberts now had operations 
in both countries [i.e. Australia and 
Canada], and could easily export this 
technology to both” (AR, 2006). “So we 
will mostly likely select or switch to 
organic growth mode really if our 
evaluation perhaps meet the factors or 
questions: if the growth demand is within 
our capacity; is the market within our 
reach with regards to relatedness into 
what we are already doing; can we be 
competitive with our capabilities, and 
such” (Top Manager). 

Switch from
AGM to OGM

Switch 4

Triggers of strategic switch Moving towards area of competency Outcomes

Theme: Reading markets  

“Construction sector characterized by high 

level of uncertainty; difficult trading 
conditions expected to continue through 
2011”. “Local operations are expected to 

come under pressure due to the delay in 
roll out of government projects. This 
uncertainty in timing is expected to 
continue for most of the year ahead, 
despite the South African government’s  

commitment to infrastructure spend” 

(Corporate presentation, 2010). 

Theme: Searching & positioning

“…. our international prospects are on 
track and senior executives spent much 
time abroad establishing operations for the 
group” (AR, 2009). “Investigations well 

advanced in other African countries”. 

“Building presence in rest of Africa –

Namibia, Botswana, Zambia, Uganda”.

“Expansionary opportunities are also 
being explored elsewhere, particularly in 
the Middle East and Australia, where Basil 
Read has held discussions with local 
partners with established reputations in 
their respective construction industries” 

(Annual report, 2009)”.

Theme: Resource & capability 
redeployment 

“… acceptance of larger, more 
technically challenging projects” 
(Annual report, 2009) during the 2010 
period resulted to a group that “….is 
now ready to take on new challenges in 
a very different operating environment” 
(Annual report, 2010). “Our approach 
to moving beyond southern Africa is, at 
all times, prudent and focused on 
markets where we can replicate our 
business model” (Annual report, 

2009)”. “A series of organic-growth is 
likely to occur when a there is a 
continuous demand, either in the same 
region or other regions, of the skills that 
match the firm’s capabilities. It can also 

occur when the new gap in the market 
sector match the firms’ capability” (Top 

Manager).”

Switch from
AGM to OGM

Triggers of strategic switch Moving towards area of competency Outcomes

Theme: Reading markets & opportunity 
identification
   
“The results achieved are a reflection of

the buoyant conditions the construction 
industry is currently experiencing. Whilst a 
decrease in tempo is predicted for projects 
coming off the drawing boards of the 
property sector, this should be more than 
compensated for by infrastructural and 
mining projects. Taking preparations for 
the Soccer World Cup into account, 
infrastructural spend over the next few 
years is expected to be in the region of 

Theme: Resource & capability 
redeployment

“Our main business activities take place 

in southern Africa and fortunately, over 
the past years, our strategy of 
concentrating on the local construction 
market has paid off particularly well for 
the group. For example, our 
concentration on 2010 Soccer World 
Cup projects has enabled us to grow our 
people through intensive training and by 
giving them increased on-the-job 
responsibility ….” “The three stadiums 
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Switch 6

R372 billion” (Annual Report, 2006). 

“The world-wide demand for 
commodities has led to an increase in 
mining activities in a number of countries 
in Africa and we are providing 
infrastructural works for new mines in 
Zambia, Ghana and the DRC. There are 
good growth opportunities in all these 
countries as well as in a number of other 
African states” (Annual report, 2007). 

Theme: Strategic risk mitigation
“Even if the State is only able to deliver a 

portion of the projects it has announced, 
the industry should still continue to be very 
busy, at least until 2009” (Annual Report, 

2006). “All of the group’s divisions have 
done exceptionally well, covering civil, 
building and roads and earthworks 
throughout South Africa. We are looking 
to venture further into Africa and 
internationally to spread our risk over 
several economies” (Annual Report, 

2008). “The group is additionally engaged 
in an expansion programme into greater 
Africa” (Annual Report, 2009). “The 

group will continue to seek growth in both 
Africa and Australia” …. “While we 

continue to tender on all major South 
African projects in order to maintain a 
presence within our local markets, we 
chose instead to focus specifically on 
private sector mining infrastructure 
projects in the rest of Africa” (Annual 

Report, 2011).   

and three airports we are building have 
provided us with a solid revenue stream 
and have enabled us to train and grow 
our resource base” (Annual report, 

2009)”. “For instance, we have 

implemented organic growth by sending 
our guys who we trust that they were 
capable to penetrate particularly in the 
African countries. We have seen how 
our teams manage to execute with high 
standard the complex projects against 
international known construction firm 
during the World Cup. So by sending 
them to African markets, we were 
confident that they can compete with 
these international constructions firm in 
the African markets (Top Manager).

Switch from
AGM to OGM

6.4 What we have learned from cross-case analysis: AGM to OGM switch 

Moving to market-areas of competency 

We have learned from the empirical data of the cross-case analyses that the switch behavior, from 

AGM to OGM, is embedded on cognitive alteration (move to market-area of competency), which is 

the rational choose of the actors (top managers). This choice is influenced, among other things, by 

the past and the future in the following manner. For instance, cognitive alteration is reflected as 

either, high or low, in top managers organizational efficacy. The high or low cognitive organizational 

efficacy refers to the top managers’ belief in the current organization’s accumulated experience, 

knowledgebases and capabilities, ways of organizing and managing, to meet the requirements of 

an anticipated future workload, when a firm is considering the next cycle of expansion. This is 

because executives’ anticipations for the future and sensemaking of the past, affects how they feel 

about the organizational efficacy in the present moment. 

In the case of the switch from AGM to OGM, the key underlying insight depicted from the table

above is that when the requirements of the new identified future opportunities match the already 
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accumulated experiences, capabilities, current ways of organizing and managing, this result into 

‘high cognitive’ organizational efficacy of top managers.  The top executive members subsequently 

turn to choose to move to market-area of competency, with an aim to redeploy the firm’s resources 

and capabilities in areas of their know-how. In other words, if executives believe that the 

accumulated experience, knowledgebase and capabilities, and ways of organizing and managing 

of the firm are sufficient for the requirements of the identified future opportunities, the data shows 

that they will engage in growth through organic mode. If they had a prolonged growth through 

acquisition before, this implies a switch. 

This is supported by advocates of empirical studies for forward-looking logic of BTOF, who argue 

that “how a strategist or top manager represents a given competitive settings affects what strategic position 

is ultimately pursued, which in turn determines what capabilities are developed” (Gavetti, et al., 2012 pp. 

11). The basis of their argument is that beyond just reacting to performance feedbacks, behavioral

strategic change decisions can also emanate from the deliberate attempts to anticipate future 

environments (ibid). As a result, to extend our insights on BTOF, they argue, the behavioral 

forward-looking logic needs to be applied to studies usually dominated by backward-looking 

rationale (i.e. performance feedback), such as, studies in organizational decision making, risk 

preference, and change (ibid). In other words, rather than just limiting the BTOF to the logic of

performance feedback, forward-looking can also offer plausible logic, and that is case in this study. 

Table below presents data process tracing (3 mechanisms) of the cross-case findings and juxtaposed 

this with BTOF (forward looking logic) using selected data to show the switch from OGM to AGM. 

Table 6.2: Data evidence for cross-case analysis of Switch from OGM to AGM

Switches
Process tracing: data analysis

Situational mechanism Action-formation mechanism Transformational mechanism
BTOF: forward looking logic

Cognitive Representation & Anticipation Cognitive Alteration
OutcomesTr iggers of strategic switch Moving towards area of vulnerability

Theme: Emerging demand trend & 
Identify opportunities

“Global growth, particularly in and from 
the eastern hemisphere, continues to 
place heavy demand into the natural 
resources sector. Indications are that this 
will continue for at least the next five to 
seven years before reaching a new level of 
sustainable demand. This bodes well for 
further development of a global resources 
focus in the Group” (Annual Report, 

2006). “We have identified these sectors 

as those presenting the best sustainable 
growth potential in the medium to long 
term” (Annual Report, 2013). 

Theme: Strategic migration 

Theme: Change of course

“Firm may start as one thing and end up 

as something else, Murray and Roberts’ 

history is eventful, in the 80s, Murray 
and Roberts become part of a holding 
firm with investment from diverse 
industry, and during the 2000 it was 
again back to construction and 
engineering. The decision of growth 
strategies and why do they switch 
depends on several factors, strategy 
change influenced by shareholders, 
markets, or even the top leaders of the 
firm. But in general and as we are now 
doing, inorganic growth is easy strategy if 
you want to change and shift an 

Switch from
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Switch 2 “Cash flow uncertainty and the 

recognition of uncertified revenues 
increases the risk profile of a contractor. 
Contractors have always been easy targets 
for slowed, deferred or non-payment 
(Annual Report, 2010). “The 

construction industry is not a high-margin 
industry” “…. our entry into new market 

sectors such as operations and 
maintenance” (Annual Report, 2013). “As 

the Recovery processes bed down, and 
with the first part of the Growth phase 
being underway, Henry Laas and his team 
are already looking forward to the New 
Strategic Future for the Group, for the 
period beyond 2014. This shared sense of 
purpose and vision strengthens 
management’s determination to pursue, 

with renewed confidence, the journey 
towards a New Strategic Future for the 
Group” (Annual Report, 2013).

organization you do it via acquisition to a 
new strategic path” (Top Manager). 

“Sometimes you want to grow 
inorganically via acquisitions to change 
the strategic direction of the firm. For 
instance, we are exiting the construction 
building market sector that is the 
decision we took…” (Top Manager). 

“The decision of growth strategies and 

why do they switch depends on several 
factors, strategy change influenced by 
shareholders, markets, or even the top 
leaders of the firm. But in general and as 
we are now doing, inorganic growth is 
easy strategy if you want to change and 
shift an organization you do it via 
acquisition to a new strategic path” (Top 

Manager).

OGM to AGM

Switch 3

Triggers of strategic switch Moving towards area of vulnerability Outcomes

Theme: Reading markets & opportunity 
identification
  
“Possible expansion into engineering, 

procurement and construction 
management markets” (AR, 2008). “The 

PPP model encompasses the design, 
construction and financing of major 
projects, which Basil Read has identified as 
a key growth area” (AR, 2009).

Theme: Strategic risk mitigation 

“Strong growth in civil engineering is 
forecast for the next 5 years after which it 
is expected to slow” (Corporate 

presentation, 2006). “Some uncertainty 

beyond 2010 following completion of 
FIFA Soccer World Cup (AR, 2007).

Theme: Beyond areas of know-how

“Now the change and switching of 
strategies are likely to takes place, 
because you might want to move away 
from one sector and enter some 
markets” (Top Manager). “….we have to 

change and look to acquire companies 
especially if we see the is going to be a 
huge demand because we don’t have 

those capabilities” (Top Manager)  “Basil 
Read is also considering moving into the 
engineering, procurement, and 
construction management (EPCM) field” 

(Engineering news, 2009). “…. the 

enlarged group [Basil Read] will be able 
to accept a wider range of new 
projects…”.

Switch from
OGM to AGM

Switch 5

Triggers of strategic switch Moving towards area of vulnerability Outcomes

Theme: Reading markets 

“The successful holding of elections in 

April and the award of the 2010 World 
Cup to South Africa produced an air of 
optimism in the country” (Annual Report 

2004).  “All indications are that buoyant 

conditions in the industry should continue 
for some time. There is strong growth in 
fixed capital investment, interest and 
inflation rates are expected to remain 
within target levels and GDP growth 
should increase” (AR, 2005). 

Theme: Increase ‘non-core’ earnings  

“Our initial acquisition of Capital Africa 
Steel (CAS), which operates within the 
construction materials sector but has a 
specific focus on steel products, was 
intended firstly to expose the group to the 
higher margins obtainable further down 
the supply chain. Secondly, the objective 
was to secure the supply of scarce materials 
in times of high demand, as was the case 
around the World Cup in 2010” (Annual 

Report, 2012).

Theme: Give opportunistic exposure

“Unfortunately, in our industry you can’t 

see too far in the future we are reactive 
as we depend on clients to put up 
projects. We seldom create our work. 
Our growth strategies are a response to 
the project announcements and projects 
rollout from the clients, and we expect 
that there is going to be a lot of growth 
and work in say road infrastructure or 
maintenance. So, for example, we go out 
and purchase several small firms with 
those capabilities, expecting work, as the 
country announced infrastructure 
expenditure, so we have made those type 
of decisions” (Top Manager). we 

beginning to hear the government talking 
about the rollout infrastructure plan that
may take 3-5 years, as a firm we went to 
participate initially by doing a JVs with a 
small local partner to gain entry, as it was 
requirement to partner with the local 
firms, no, it is was not descriptive how to 
partner, is up to a firm to decide, so 
although we initially did a JV later on, we 
acquired this firm and several other firms 
that gave us capabilities to be involved in 

Switch from
OGM to AGM
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sub-sectors opportunities we were not 
actively involved in, as signals of 
infrastructure rollout developments were 
beginning to materials” (Top Manager). 

Switch 7

Triggers of strategic switch Moving towards area of vulnerability Outcomes

Theme: Identifying opportunities
   
“Although official data suggests that the 

value added by the construction industry is 
a mere 2% of GDP, if one takes the 
construction economy together with 
building materials and infrastructure 
equipment, the effective direct and indirect 
contribution to GDP could be as much as 
7% …..” (Annual Report, 2005). “A 

realistic estimate suggests that the building 
materials sector is likely to generate an 
additional R30 billion in activity” (Annual 

report, 2005). “These opportunities will 

yield positive results in the year ahead” 

(Annual report, 2006). 

Theme: Increase ‘non-core’ earning

“The current or future ability of certain 

business units and their respective market 
segments to support these group financial 
targets has been re-evaluated” (Annual 

report, 2006).  “The divestment from these 

various businesses and markets is to be 
replaced by investment in new areas of 
opportunity that have been identified in 
building materials and housing, 
infrastructure PPPs and large 
multidisciplinary engineering contracts” 

(Annual report, 2006).   

Theme: Give opportunistic exposure 

“The group is now pursuing expansion 

of building materials supply, new 
housing initiatives, PPP and large multi-
disciplinary engineering projects” 

(Annual report, 2006).  Yes, we did 
continue to deploy our niche and core 
capabilities that we already have inside 
the group but there was just too much 
work to only focus on that” (Top 

Manager). “Group Five’s construction 

materials business was formed in 2006 to 
2008, at the top end of the cycle, through 
largely the acquisition of aggregates, 
ready-mix and contract mining 
businesses. He (CEO) noted that 
everyone in the local construction 
industry looked for opportunities to add 
margin-enhancing businesses to their 
companies during the peak of the 
construction boom, and that Group Five 
was no different….Group Five spent 
more than R1 billion on the acquisition 
of a number of construction materials 
businesses between 2006 and 2008” 

(CEO: Engineering news, 2011). 

Switch from
OGM to AGM

6.5 What we have learned from cross-case analysis: OGM to AGM switch 

Moving to market-areas of vulnerability 

We have learned from the empirical data of the cross-case analyses that the switch behavior, from 

OGM to AGM, is embedded on cognitive alteration (moving to market-area of vulnerability), which 

is the rational choose of the actors (top managers). In the case of the switch from OGM to AGM, 

the key underlying insight depicted from the table above is that, when the requirements of the 

identified future opportunities does not match the already accumulated experiences, capabilities, 

current ways of organizing and managing, it result to ‘low cognitive’ organizational efficacy of top 

managers. Put differently, because top managers identified future opportunities that do not match 

already accumulated or current experiences, capabilities, ways of organizing and managing, etc. 

to build these required capabilities, ways of managing, etc. they choose to move beyond areas of 

know-how, to give a firm an exposure to opportunistic market demand, or change the course of 

a firm. Again this is supported by argument that “how a strategist or top manager represents a given 
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competitive settings affects what strategic position is ultimately pursued, which in turn determines what 

capabilities are developed” (Gavetti, et al., 2012 pp. 11).

In this study ultimately, this choice result to a move towards entering areas of vulnerability, and by 

so doing the top managers ‘low cognitive’ organizational efficacy, emerge. So in this case, if top 

managers believe that the accumulated experience, knowledgebase and capabilities, and ways of 

organizing and managing of the firm are insufficient for the requirements of the identified future 

opportunities, the data shows that they will engage in growth through acquisition mode. If they 

had a prolonged growth through organic before, this implies a switch.  

Similarly, to break-away from the dominance of the backward-looking logic that has provided 

valuable insights to BTOF and include accounts on how forward-looking logic affects behavioral 

strategic changes and actions, which is limited in our literature, this study contributes to BTOF. 

This is because for a full picture, BTOF also needs to incorporate forward-looking decision 

making and actions made for distant and uncertain benefits (Gavetti, et al., 2012 pp. 11). 

In summary, as discussed in the next chapter of theory contribution and conclusion, the cognitive 

alteration (moving to areas of competency or vulnerability) which is embedded in high or low of 

the executives cognitive organizational efficacy, is the microfoundation of the key construct

(performance anxiety) of the theory of this study. Simply put, the next chapter will discuss how the 

low or high cognitive organizational efficacy is the basis for the key theory: performance anxiety. 
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CHAPTER 7: THEORY CONTRIBUTION AND CONCLUSION

7.1 Introduction 

Answering research questions: contribution to theory

This study raised two interrelated questions that are based on gaps in theory. While we have 

limited insight on why top executives switch from one growth mode to another (Achtenhagen et 

al., 2017), we also do not know the factors (antecedents) that shape specific modes of growth 

(Wright & Stigliani, 2012). In answering these research questions, this chapter goes beyond the 

cross-case empirics of chapter 6 and contributes to theory development in two ways:

• On the question of why top executives switch growth modes:

o We identify executive performance anxiety as a major driving force of the strategic switch, 
from one mode of growth to another,  

• On the question of the process and factors shaping specific modes:

o We revealed the process and factors shaping formulation of the specific mode of growth

o And lastly, we developed a theoretical model, as shown below. 

The table below exhibits all the items of the current study contribution theory. 

Table 7.1: Contribution theory items 
No Items Brief explanation Research questions 

1. Mechanisms 
Situational mechanisms 

How the process of switch emergesAction-formation mechanisms 
Transformational mechanisms 

2. Factors or 
Antecedence

Move to market-areas of a) competency or b) vulnerability Factors shaping specific modes
Cognitive organizational efficacy: a) high or b) low  

3. Theoretical 
model

Funnel Theoretical Model Ambition to build a model

4. Driving force Performance Anxiety: a) decrease or b) increase Why managers switch growth modes

Source: Author’s compilation 

These items on this Table 7.1 above are discussed below in no order. The diagram below is a 

buildup graphic representation of a data analysis funnel from:

1. chapter 5 (case-by-case), 

2. chapter 6 (cross-case), and lastly

3. chapter 7 (theory contribution). 

In and off itself the funnel model exhibits a) antecedents leading up to deliberate strategic switch 

decisions, b) how performance expectation mechanism of the BTOF works, and lastly c) the 

theoretical funnel model. Taken together, these are the main contribution of this study. 
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  Synopsis           Factors                     BTOF: forward-looking logics                   Factors                                         Buildup 

Top managers 
framing 

representations 
of business 

environment

           Move to                                                                                                            Move to            

      market-areas of                             Cognitive Representation                          market-areas of 

          Competency                                                                                                   Vulnerability                

Chapter 5

Managerial 
cognitive 

impact

         High cognitive                              Cognitive Alteration                          Low cognitive               

     Organization-Efficacy                                                                              Organization-Efficacy

       

Chapter 6

  

         Decrease                                  Performance                                   Increase 
                                                                         Anxiety
  

Chapter 7

Impact on 
strategic 
switch

   
Switch from AGM to OGM                                                 Switch from OGM to AGM                                      

Figure 7.1: Funnel Theoretical Model

7.2 Why top executives switch growth modes

Factors shaping formulation of the switch from OGM to AGM

Cognitive representation: moving to market-areas of vulnerability

In the case of the strategic switch from OGM to AGM, the key underlying insight depicted across 

the empirical findings is that when requirements of the identified future opportunities are 

described as not matching the already accumulated experiences and capabilities, current ways of 

organizing and managing are cognitively represented, by top managers, as market areas that will 

stretch and move the company beyond its areas of know-how. Such cognitive representations 

exhibit a picture, whereby an organization is about to enter or move into business market settings 

were top executives are less confident, and thus feel vulnerable. Accordingly, in their broad 

cognitive representations of such business settings, top managers broadly describe their firms as 

if they are going to move or enter market areas of vulnerability. This is line with Gavetti and 

Levinthal’s (2000) depiction of decision makers who although bounded by rationality, still 

anticipate the broad consequences of broadly defined courses of action, based on simplified 

cognitive representations of identified future business settings. This bounded rationality , they 

argue, does not prevent executives from coarsely foreseeing the consequences of alternative 
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course of action (ibid). As a result, once decided, these courses of actions act as guiding templates 

for subsequent paths of search of capability developments (ibid). Put differently, the subsequent 

decisions taken about the course of action are influenced by how top managers interpreted or 

viewed the future business marketplace. Likewise, in our study, after the top managers’ cognitive 

representations of a given market, which broadly describe their firms as moving to market areas 

of vulnerability, a choice to switch from organic into growth through acquisitions emerged. 

Hence this conception of boundedly rational foresight can be viewed as the cognitive essence of 

strategic choice. 

It is in this spirit that Gavetti (2005) argues that the microfoundation of the “capability 

development paradigm” need to incorporate accounts for the role of cognitive representations. 

This is because how top managers represents a given competitive business settings, affects what 

strategic position is ultimately pursued, which in turn determines what capabilities are developed. 

In this study, the effects of moving to market-areas where top executives feel vulnerable, when 

referring to a given future business market, is operationalised as feelings of low-cognitive 

organizational efficacy of top managers, as described below. 

Managerial cognitive impact: low-cognitive organizational efficacy 

Our further antecedents of the proposed theory suggest: when entering or moving to market-

areas of vulnerability, top management do not believe that their organizations’ accumulated 

knowledgebase, experience, capabilities, and ways of organizing and managing are sufficient to 

meet the demands of the identified future opportunities. This evokes feelings of low-cognitive 

organizational efficacy of the top managers. In other words, because these markets require 

capabilities, knowledgebase, experience, etc., which a firm does not currently possess, top 

managers’ belief in the efficacy of the organization is low. Here the top manager analyze and 

interpret history-future interaction, that is where the organization has been before (history) and 

anticipated demand requirements (future). 

The top management cognitively puts to the test the organizational efficacy, quantitatively and 

qualitatively, against the anticipated future demands. The outcome of this test yields a low 

cognitive assessment by the top manager about the organizational efficacy, when there appears

to be a mismatch between accumulated experience and capabilities, ways of organizing and 

managing and the anticipated future. The theory of this study shows that this is a further 
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antecedent, with an effect to increase the top managers performance anxiety, mainly when a firm 

is in the organic growth mode, as discussed below. 

Why do top executives switch from OGM to AGM?

Managerial cognitive impact: increasing performance anxiety

Through prolonged use of the organic mode, a firm uses and exploits its readily accumulated 

knowledge and experience base, and current ways of organizing and managing. While committed 

to this mode, top executives help their firms to refine their capabilities through filtering out non-

value-adding activities, which are wasteful in the operating environment they have learnt to 

compete in. This view finds support in classic organizational learning theory. For instance, during 

exploitation of the existing firms’ experience and knowledgebase, there is a tendency to refine,

routinize and improve efficiency in organizational production and standardization (Auh & 

Menguc, 2004; Levit & March, 1988; Nelson & Winter, 1982, etc.). This results not only in 

opinions about what works or not, but also the reason why something is working is firmly settling 

in the minds of executives, and routines are slowly taking root in the process (Auh & Menguc, 

2004; Nelson & Winter, 1982). As value adding activities are slowly taking root and shape, 

predominantly in familiar operating environments, firms are increasingly inclined to implement 

successful habitual ways of organizing and managing (Hedberg, 1981). Eventually, extensive use 

and exploitation of existing capabilities leads to increasingly rigid cognitive maps and specialized 

competencies, resulting in standardization and inflexibility (Leonard-Barton, 1992). This 

nevertheless has performance rewards that generate immediate and certain financial returns, why, 

because the firm is drawing more on its superior existing knowledgebase (Tushman & O’Reilly, 

2007). However, this is not sustainable, because while engaging in a cycle of known activities can 

make firms effective and efficient in a short-run, this leads to path-dependent practices, which 

might not be helpful when environmental shifts take place (Teece, 2012). 

The resulting effect is organizational inertia (Godkin & Allcorn, 2011) and competency traps (Liu, 

2006), which together with inevitable external change in business settings can make existing 

organizational-based capabilities obsolete (Shamsie et al., 2009). The findings of the current study 

move beyond these extant valuable insights and allow us to theorise that this situation is an 

antecedent increasing the executive’s performance anxiety. It gives rise to performance anxiety 

because top executives anticipate changes in the environment that might produce threats to the 

company’s survival. This increased performance anxiety; emanating from the continuous 
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contemplation of worst-case scenarios, possible future market shrinkages/decline, etc., which 

might disrupt the organizational performance, drives the decisions to switch from OGM to AGM. 

Our the theory therefore claims: by framing the future outcomes (i.e. possible disruption in firm 

performance), executives are able to translate their cognitive representations about the business 

market into actions (Chen, 2008) of switching from organic to growth through acquisitions.

In line with BTOF, some scholars propose that the forward-looking logic needs to be applied to 

studies usually dominated by performance feedback logics, such as management decision making, 

change, risk preference, etc. (Chen, 2008). In terms of decision making and risk preference, our 

proposed theory is in line with prospect theory and variable risk preferences theory that states:

“….human decision making is affected by the framing of a future state as compared with the status quo -

likely gains or likely losses. Simplified framing and decision rules like this reflect the bounded rationality of 

human decision makers. Humans tend to be risk averse in decisions framed as likely gains and risk seeking 

in decisions framed as likely losses” (Kahneman & Tversky 1979:612). In terms of a switch from 

organic growth to growth through acquisitions, top executives are taking risk because they have 

cognitively framed their firm as entering in markets where they are vulnerable, and such markets 

might also disrupt the organizational performance. In such situations top managers are found to 

have low cognitive organizational efficacy that increases their performance anxiety. 

Factors shaping formulation of the switch from AGM to OGM

Cognitive representation: moving to market-areas of competency 

In the case of the switch from AGM to OGM, the primary insight derived from the empirical 

findings is that when requirements of the identified future demand are described as matching past 

collected experiences, capabilities, current ways of organizing and managing, they are cognitively 

represented by top managers as market areas that which will not stretch the firm far beyond their

current know-how. They are cognitively represented as market areas that demand a firm to make 

further use of their own know-how. Such cognitive representations exhibit a firm entering in 

competitive markets where top managers are not only confident about their firms, but also 

entering towards market areas of their own competency. In such markets, top managers regard 

their firms as entering to market areas of proficiency, and so their confidence is high. Although 

broadly simplifying such settings as market areas of their own competency, top managers are not 

assumed to possess super rationality, i.e. knowing all possible consequences of a given market or 

alternatives. But rather it means top managers form simplified mental models of the future 
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business settings, which influence decision making. So, such cognitive representations serve as a 

form of forward-looking intelligence, one that is embedded in top managers beliefs about the links 

between choices of actions and subsequent outcomes of such actions (Gavetti & Levinthal, 2000). 

Such beliefs may be inaccurate or reflect miscalculated images of cognitive representations, which 

fail to reflect real-world business settings, however, this does not prevent top managers 

interpretations to influence subsequent decisions (ibid). What is of crucial importance here is that 

contrary to the backward-looking performance feedback, which dominates BTOF, the cognitive 

representations are forward-looking intelligence framing of the anticipated future business 

settings, which influence top managers decisions and organizational behaviour. As such, rather 

than just responding to performance feedback logic, executives do take proactive action, making 

future anticipations, which subsequently influence decisions that affect organizational behavior. 

In our study, after the top managers’ cognitive representations have been formed, which broadly 

simplify their firms as moving/entering to market areas of competency, a choice to switch from 

growth through acquisitions into organic emerged. Again, this is the case because how top 

executives represent a given competitive business settings affects what strategic position is 

ultimately pursued, which in turn determines what capabilities are developed (Gavetti, et al., 

2012). The effects of moving to market-areas where executives feel competent, when referring to 

a given business setting, are feelings of high-cognitive organizational efficacy of executives. Such 

situations are antecedents that decrease instead of increasing top managers performance anxiety, 

particularly when a firm is in a prolonged growth through acquisitions mode, as described below. 

Managerial cognitive impact: high-cognitive organizational efficacy 

The further antecedents of our proposed theory suggest: when entering or moving to market-

areas of competency, top management strongly believe that their organizations’ accumulated 

knowledgebase, experience, capabilities, ways of organizing and managing are sufficient to meet 

the demands of the identified future opportunities. This evokes feelings of high-cognitive

organizational efficacy of the top managers. Because these market areas demand capabilities, 

knowledgebase, experience, etc., which a firm currently possesses, top managers’ belief in the 

efficacy of the organization is high. Here, top management analyze and interpret history-future 

interaction, that is where the organization has been before (history) and anticipated demand 

requirements (future). The top managers put to the test the organizational efficacy, quantitatively 

and qualitatively, against the anticipated future demands. The outcome of this test yields a high 

cognitive assessment by the top manager about the organizational efficacy, when there appears
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to be a match between experience, capabilities, ways of organizing and managing and the 

anticipated future demand. The theory of this study shows this as antecedent, which has an effect 

to decrease the top manager’s performance anxiety, when a firm is in the growth through 

acquisition mode, as discussed below.  

Why do top executives switch from AGM to OGM?

Managerial cognitive impact: decreasing performance anxiety

Driven by an increased performance anxiety top manager switch to growth through acquisitions 

because they are in the phase of searching for rich knowledge bases and new ways of organizing. 

The findings of this study advanced the theory that this switch and the subsequent prolonged 

growth through acquisitions reflects the feelings of less confidence, in top executives, in the 

accumulated knowledge and experience base, ways of managing, etc., being able to sustain the 

firm’s future performance. This is the case because companies with a superior knowledge and 

experience base are less interested in switching to acquisitions, a notion that finds support in 

prior studies (Wilson, 1980, Yip, 1982; Prohalad & Hamel, 1990; Florida & Kenney, 1991; Cho & 

Padmanabhan, 1995 etc.). For instance, Florida and Kenney (1991) and Hennart and Park (1993) 

empirically showed that organizations with a superior knowledge base and capabilities exhibited 

a tendency of expanding via organic mode, because this is the most effective way to retain their 

competitive advantage. 

In support Yip (1982) also shows that this is the case because the organic growth mode gives a 

firm a platform to exploit their superior knowledgebase, which, as discussed above, generates  

immediate financial returns as firms are drawing on their superior know-how (Tushman & 

O’Reilly, 2007). As a result the theory advanced in this study suggests that until there is an 

increase in executive performance anxiety, companies will remain in organic mode because, 

according to Prahalad and Hamel (1990), firms with superior knowledge base are less inclined to 

acquire other firms because those other firms have relatively little to offer them. However, firms 

eventually do switch to growth through acquisitions due to increased performance anxiety, and 

this reflects low confidence amongst executives. Previous studies in anxiety reveal several causes 

that lead to future anxiety in individuals, and these includes a lack of confidence in the future and 

negative thoughts about it, weakness of self-competence and inability to deal with negative 

responses to future events (MacLeod, et al. 1991). Our theory suggests that the switch to 

acquisitions reflects feelings of less confidence amongst executives, in the already accumulated 
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knowledge and experience base, and ways of managing, etc., to sustain their firms’ performance 

in the future. The findings of our study allow us to theorize that engaging in growth through 

acquisitions does not only revitalize executive cognitive maps and organizational routines, as  

supported by extant literature, but also decreases the performance anxiety, which may eventually 

cause a switch from AGM to OGM. In short, the effect of prolonged AGM is to reduce 

performance anxiety, which pulls the firm back to OGM. The narrative below discusses two 

reasons of why this is the case. 

Firstly, in line with BTOF, some scholars propose that forward-looking logic needs to be applied 

to studies usually dominated by performance feedback logics, such as management decision 

making, change, risk preference (Chen, 2008). In terms of decision making and risk preference, 

our proposed theory is in line with prospective theory and variable risk preferences that states: 

“….human decision making is affected by the framing of a future state as compared with the status quo -

likely gains or likely losses. Simplified framing and decision rules like this reflect the bounded rationality of 

human decision makers. Humans tend to be risk averse in decisions framed as likely gains and risk seeking 

in decisions framed as likely losses” (Kahneman & Tversky 1979). In terms of switching from 

acquisition to organic mode, top executives are risk averse because they have cognitively framed 

the firm as entering to market-areas of competency, where there is a match between the 

requirements of the identified future demand and accumulated past experiences, capabilities, ways 

of organizing etc., of the firm. In such situation’s top managers have high cognitive organizational 

efficacy that decreases their performance anxiety. 

Secondly, when firms are engaged in acquisitions, the acquiring firm is exposed to new ways of 

organizing, and rich knowledge and experience-bases (Levitt & March, 1988, March 1991). Not 

only this, top executives’ mental and cognitive maps and organizational routines are also

revitalized (Vermeulen & Barkema, 2001). While some argue that seamless integration is known 

to break rigidities and counter-productive simplicity, and foster learning of acquiring firms 

(Hambrick, Cho & Chen, 1996, Krishnan et al. 1997), Vermeulen and Barkema (2001) argue that 

even if it does not take place seamlessly, acquisitions in general unfreeze mental maps, structures, 

and processes. This results in an injection of fresh organizational practices that will not only 

boost the development of new knowledge (Welsh, 1995; Abrahamson & Fombrun, 1994) but also 

expose the organization to ideas that cause it to develop richer knowledge structures (Levinthal 

& March, 1993; Levitt & March, 1988, March, 1991). While according to Miller and Chan (1996) 

this results in acquiring firms being able to manage in anticipated future settings, according to 
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Hitt et al. (1998) it makes firms more flexible and able to adapt to varying situations. Beyond this, 

the findings from our study support the theory that this situation is an antecedent of decreasing 

performance anxiety amongst top executives. This study indicates that the above conditions help 

to increase positive cognitive feelings and confidence amongst top executives, and that this is 

largely due to the recently accumulated broader knowledge, rich capabilities, and new ways of 

managing, etc., to sustain future performance. This, we argue, is because when firms are 

committed to growth through acquisitions, the revitalized cognitive maps and organizational 

routines do not only break rigidities, counter progressive simplicity, help develop broader 

knowledge structures, etc., but also, as the theory extracted from the data of this study shows, at 

some point they inspire confidence and feed aspirations to switch and exploit newly acquired 

knowledgebase, experiences and capabilities, etc. So, growth through acquisitions leads to new 

experiences, ways of managing and knowledgebases, etc., which top managers is increasingly 

confident it can exploit by doing more of the same, and this leads to a switch to organic growth. 

This also helps to explain why firms that are in the acquisition mode do not stay in this growth 

mode forever. The sense of confidence emanating from the renewed outlook of what the firm is 

now capable of, at some point ends the phase of prolonged acquisitions. This is due to decreasing 

levels of anxiety about the future performance. As a result of this decreased performance anxiety,

executives feel more in control and more relaxed towards any uncertainty in future performance. 

At some point they have a high level of belief that their firm can sustain organizational 

performance and forge a bright future. 

7.3 How does the switch and their associated processes occur?

In contrast to the why above, here we focus on how the strategic switches occurs, a process that 

explains how A causes B through Y (Pettigrew, 1992). As a result, this section focuses on 

revealing the process shaping specific growth modes. It reveals the specific mechanisms at work 

that shape the formulation of the specific mode of growth and associated processes. According to 

McKelvie and Wiklund (2010) the mechanisms that lead to the organic growth mode may very 

well differ from those that lead to growth through acquisitions. To better reveal these specific 

mechanisms, we have adopted, as shown earlier in this thesis, the process theory model of 

Hedstrom and Wennberg (2016), which explains the following:

• the macro properties at time (1) influence an individual’s beliefs, opportunities, etc.; at time (2), 

• these beliefs; opportunities, etc., influence how the individual acts at time (3), and 

• this action has an effect on the macro environment at time (4) 



570189-L-bw-Nghona570189-L-bw-Nghona570189-L-bw-Nghona570189-L-bw-Nghona
Processed on: 16-11-2021Processed on: 16-11-2021Processed on: 16-11-2021Processed on: 16-11-2021 PDF page: 156PDF page: 156PDF page: 156PDF page: 156

1 1

As a recap, this is shown again in the process diagram below. In giving an account of our theory 

the focus here is on the process that is concerned with understanding how things evolve over

time and why they evolve in this way (Van de Ven & Huber, 1990). This is because unlike variance 

theories, which provide explanations for phenomena in terms of relationships among dependent 

and independent variables (e.g. more of X and more of Y produce more of Z), process theories provide 

explanations in terms of sequence of events leading to an outcome (e.g. do A and then B to get C) 

(Langley, 1999).

Figure 7.2: Situational, action-formation & transformational causal mechanisms 
Source: Explaining and Understanding by Answering `Why' and `How' Questions: A Programmatic
Introduction to the Special Issue Social Mechanisms (Tranow et al., 2016)

On one hand, while the narrative below develops an account of the factors influencing the top 

executives' perceptions, attention, and anticipations, most importantly it reveals processes through 

which specific mechanisms are at work.

Factor number 1: History matters 

Where an organization has been before, in terms of the experiences the firm has been exposed to, 

matters. Organizations are never static at any given moment, they are always in a constant 

motion of on-going accumulation of experience and capabilities; and equally mastering, in some form 

or another, ways of organizing and managing. So, organizational history (e.g. where an organization 

has been before) matters and more importantly it affects the top executive’s perceptions of the efficacy 

of their firm at any given moment, as described below.
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Factor number 2: top managers’ efficacy 

Particularly when considering the next cycle of expansion of a firm, the current accumulated 

experience, capabilities, knowledge base as well as ways of organizing and managing, influence 

top managers’ organizational efficacy – that is the top managers’ belief in the efficacy of the 

organization’s accumulated experience, capabilities, knowledge base and ways of organizing and 

managing. These experiences, capabilities, knowledge base and ways of organizing are evaluated 

against the requirements of the future and the demands of competitiveness, as the firm has to pay 

attention to rivals when considering the next cycle of expansion. In other words, the top 

manager’s feelings about adequacy, at any given moment, are based on where a firm has been 

before (history matters), as well as on the anticipated future. 

Factor number 3: Future matters 

Periodically, top management considers the next cycle of expansion for a firm. At a time when 

this is the case, the top manager puts to the test the organizational efficacy, quantitatively and 

qualitatively, against the anticipated future. The outcome of this test is the top manager’s 

perception of what a firm is capable of and intends to do. This comparison is both about the 

available capacity (quantitatively) and capabilities (qualitatively). Prior to this cognitive evaluation, 

when the firm was still caught up in the process of accumulating experience and mastering ways 

of organizing and managing, etc., the manager perceived the future as being far in the distance 

and thus attention was not deemed necessary. But at a time when the next cycle of expansion 

comes under consideration, the manager pays attention by getting into a phase of analyzing and 

interpreting the history-future interaction, between where the firm has been before and anticipated 

future. The outcome of this phase is twofold, and it begins the formation of a specific switch-mode 

(depending on the prevailing growth strategy of the firm and the outcome of the executive’s perception ): 

1) A switch from OGM to AGM emerges: when the outcome yields a low 
cognitive assessment by the top manager of the organizational efficacy, when 
there appears to be a mismatch between accumulated experience and 
capabilities, ways of organizing and managing and the anticipated future. 

2) A switch from AGM to OGM emerges: when the outcome yields a high 
cognitive assessment by the top manager of the organizational efficacy, when 
there appears to be a match between accumulated experience and capabilities, 
ways of organizing and managing and the emerging anticipated future. 
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For clarity purposes, below are the definitions of the concepts used in the description of the two 

explanations above:

Top management team’s organizational efficacy is:

• The top managers’ belief in the organization’s accumulated experience and 

capabilities, not only to perform the anticipated workload, but also 
competitive enough to withstand rivals when considering the next cycle of 
expansion.

Match:

• When the accumulated experience and capabilities of the firm are anticipated 
to be sufficient to deal with the emerging workload, qualitatively and 
quantitatively.

Mismatch:

• When the emerging workload is anticipated to require, quantitatively or 
qualitatively, different experiences and capabilities than those accumulated by 
the firm.

Switch from AGM to OGM 

This part of our explanation only applies to firms that are currently in an acquisit ion growth 

mode. The explanation states that: when the accumulated experience and capabilities, and current way 

of organizing and managing is seen to match the anticipated future, top managers are more likely to switch 

from AGM to OGM, when considering the next cycle of expansion. In reference to Hedstrom and 

Wennberg model, this process can be summarized as:

Situational:

• Top executives’ perception and attention regarding anticipated future 

requirements match accumulated experience, capabilities, and current 

ways of organizing and managing 

Action-formation:

• This yields high cognitive organizational efficacy of the top 

management

Transformational:

• Resulting in intended formation of organic switch-mode

Switch from OGM into AGM 

This part of our explanation only applies to firms that are currently in an organic growth mode. 

The explanation states: when the accumulated experience and capabilities, and current way of organizing 
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and managing is not seen to match the anticipated future requirements, quantitatively and/or qualitatively, 

top managers are more likely to switch from OGM to AGM when considering the next cycle of expansion . 

In reference to the process model (situational, action-formation and transformation) of Hedstrom and 

Wennberg this process can be summarized in the following manner:

Situational:

• Top managers’ perception and attention regarding anticipated 

workload does not match accumulated experience, capabilities, and 

current ways of organizing and managing

Action-formation:

• This yields low cognitive assessment by the top manager of the 

organizational efficacy

Transformational 
• Leading to intended formation of an acquisition switch-mode 

7.4 Contribution to ongoing debate of BTOF  

To a large degree, cognitive agency driving behavior is embedded in psychology. Although 

psychology influenced the early strategic management streams such as behavioral decisions 

(Schwenk, 1984; Kahneman & Lovallo, 1993; Oesch & Ziesma, 2007); behavioral theory (Cyert & 

March, 1963, Gavetti, Leinthal & Ocasio, 2007), Powell, et al (2011) argue that compared to 

behavioral movements in economics and finance, strategic management has not kept pace in 

generating new ideas, particularly in building intellectual bridges with psychology. In their 

review of cognitive school of strategic management, Mintzberg et al., (2009: 182) argue that 

“strategic management has yet to gain sufficiently from cognitive psychology.” No wonder Powell et al.

(2011) are of the view that despite the numerous works produced, cognitive psychology has yet 

to be brought to bear on the prime questions of strategic management. One of the prime interests 

of strategic management pertains to the influence of top management’s strategic change decisions 

on organizational performance. A deeper understanding of the complex strategic decisions 

constitutes the core research problem of behavioral strategy (Tarakci, 2013). The theory 

advanced in this study, uncovering the mechanisms and factors behind the strategic switch 

behavior between organic and growth through acquisitions, which is found to be driven by the 

increase or decrease in top executive performance anxiety, contributes to this scholarship debate. 

This contribution is clear if we adopt Powell, et al’s (2011) and Gavetti’s (2012) broad definition 

of behavioral strategy: 
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“Behavioral strategy merges cognitive and social psychology with strategic 
management theory and practice. Behavioral strategy aims to bring realistic 
assumptions about human cognition, emotions, and social behavior to the strategic 
management of organizations and, thereby, to enrich strategy theory, empirical 
research, and real-world practice” (Powell, et al. 2011). According to Gavetti 
(2012) “.... behavioral refers to the psychological underpinnings of a given 
phenomenon”, in the case of this current study, a strategic switch behavior.

According to this broad definition much is expected from behavioral strategy in providing 

plausible accounts pertaining to strategic management, by drawing on more realistic human 

assumptions grounded in cognition, behavioral decision theory, psychology, and organizational 

behavior (Tarakci, 2013). The implication is a call for further research that will unpack strategic 

cognition of individuals, teams and cognitive processes that translate into strategic actions (ibid). 

To answer to this call, our theory traced in detail how the performance expectation mechanism, 

distinct from performance feedback mechanism, works. Further, it also explains what influences 

top managers’ perceptions of performance and how this leads to deliberate strategic choices 

related to growth modes, as explained below. 

Firstly, systematic evidence in this study extends our insights beyond familiar contributions 

towards the BTOF as a theory of backward-looking decision making. For instance, in extant 

BTOF a firm will engage in problematic search, due to negative feedback or discrepancies, if 

performance falls below the aspiration level. So, in this case the search behavior is a response to 

experienced downfall in the profitability (relative to the aspiration level). This discrepancy-based 

feedback can be used as a signal to evaluate strategic decisions, which will give rise to 

organizational changes and strategic adjustments (Cyert & March, 1963; Rudy & Johnson, 2016), 

as well as a corrective measure, and therefore it helps to explain the behavior of a firm in engaging 

in acquisitions (Kim, et al., 2015). Contrary to this backward-looking approach, as shown in the 

Table 7.3 (Funnel Theory Model) above, the present study sheds light on how top executives 

make decisions that are influenced by their cognitive descriptions of the identified future markets 

(forward-looking approach) and how these are expected to impact a firm’s performance. 

Our proposed theory of switching from one growth mode to another is in line with the quest to 

extend backward-looking logic, dominating BTOF, which is based in performance feedback 

determinants when explaining behavioral change in strategy. Some scholars propose that the 

forward-looking logic needs to be applied to studies usually dominated by backward-looking 

logic, such as organizational decision making, change and risk preference (Chen, 2008). In terms 

of decision making and change, our proposed theory is in line with Gavetti and Levinthal’ (2000) 
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and Chen’s (2008) line of argument. These authors suggest that top executive’s performance 

expectations reflect a forward-looking phenomenon that considers the future market settings and 

is a key determinant for choice of actions. Here, the comparison of a firm’s expected performance 

against its target or objective goals, simplifies the top managers interpretations, views, etc. of 

what will happen and subsequently serves as a guide for organizational decisions (Chen, 2008).

In line with the logic of BTOF, performance prospects or targets serve as a reference point in 

forward-looking model to define whether the firm’s expected performance is going to be 

satisfactory or not (ibid). This is in line with our proposed theory as briefly discussed below. In 

reference to our theory there are market-areas whereby top managers expect their firm’s 

performance to be satisfactory or unsatisfactory because they are going to move or enter market 

areas where they feel competent or vulnerable, respectively. The outcome of these twofold 

cognitive representations of market-areas leads to a specific switch-mode (depending on the 

prevailing growth strategy of the firm and the outcome of the executive’s perception ). While in markets 

where top managers feel competent, they turn to organic growth if the prevailing strategy was 

growth through acquisitions, in markets where they feel vulnerable, they turn to growth through 

acquisitions after a prolonged organic growth mode. This also found support in terms of decision 

making and risk preferences. For instance, our proposed theory is in line with prospect theory 

and variable risk preferences theory that states: “….human decision making is affected by the framing 

of a future state as compared with the status quo - likely gains or likely losses. Simplified framing and 

decision rules like this reflect the bounded rationality of human decision makers. Humans tend to be risk 

averse in decisions framed as likely gains and risk seeking in decisions framed as likely losses” (Kahneman 

& Tversky 1979). Our theory suggests that by cognitively representing the competitive setting 

as if the firm is entering market-areas of vulnerability, an antecedence of increasing performance

anxiety, where future outcomes can possibly disrupt the firm performance, top managers are likely to 

take risk by switching from OGM to AGM.  

In contrast, by cognitively representing competitive setting as if the firm is entering market-areas 

of competency, where top executives feel confident about their firms superior knowledgebase, 

capabilities, etc., an antecedence decreasing performance anxiety when looking at the future 

outcomes, top managers tend to be risk averse and switch from AGM to OGM. Therefore, our 

proposed theory provides empirical evidence that supports this general argument: how a strategist 

or top manager represents a given competitive settings affects what strategic position is ultimately pursued, 
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which in turn determines what capabilities are developed” (Gavetti, et al., 2012 pp. 11). Although our 

theory reflects a bounded rationality in reference to predictions of the future settings, it does 

afford us explanatory power in theorize how performance expectations, a forward-looking logic,

works, as opposed to limiting explanation only to performance feedback determinants.

The emphasis in this dissertation on the influence of an anticipated future on strategic decision 

making fits into a trend to pay more attention to temporal aspects in management research (see, 

e.g., Chia, 2002; Hernes, Simpson & Söderlund, 2013; Orlikowski & Yates, 2002). This is a topic 

on which much more work is needed. One obvious issue is that different conceptualizations of the 

future may exist within a firm (Kaplan & Orlikowski, 2013), a possibility that could not be 

explored in this study.

7.5 Limitations of the study 

Like all studies, this research has several limitations. For instance, although the study revealed 

why and how strategic switches emerge, the study was conducted in one sector and country. This 

approach may limit the generalizability of our findings. For instance, because the study analysed 

only companies within a project-based industry, it is difficult at this stage to assess the 

applicability of this theory to non-project-based sectors. Although focusing on one sector has its 

advantages, it has its own limitations compared to studying the same phenomenon across several 

sectors. Secondly, while in general large businesses operating in emerging markets or transition 

economies are challenged by dynamic market conditions, hostility, continuous political reforms 

and economic instability, etc., in the case of SA, the transition from apartheid to democracy and a 

free market was especially significant. Would the emerging theory from this study also be 

applicable in different economies? Simply put, is the theory advanced here country-specific, i.e., 

South Africa-specific? Finally, another limitation was the data collection. Collection of the data 

used in this study required ample time from top managers, not only to reflect, but also to elaborate 

on why they switch from one dominate growth mode to another. This, as in many studies focusing 

on top managers, is extremely difficulty due to the time pressure facing these executives. 

Therefore, there were limits to how many executives could be interviewed, and to the duration of 

these interviews. Moreover, the study by necessity made use of retrospective interviews, as is 

often the case in strategic management research that tries to gauge the motivations, etc., 

preceding strategic change (Huber & Power, 1985). Although the use of retrospective interviews 

in strategy research has been criticized (e.g., Golden, 1992), it is also seen as a viable research 
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methodology by others (Miller, Cardinal & Glick, 1997). In the present study the use of this 

method was unavoidable, but it should lead to some caution regarding the results, as, for instance, 

the degree of forward looking in decision making might have been overstated.

7.6 Future research 

Across all interested stakeholders (academics, practitioners, and state policy makers), the study of how 

firms achieve sustained performance is regarded as extremely important. That is why the primary 

purpose of strategic management scholarship is to identify the determinants of organizational 

performance. In many of these studies, the issue of strategic change decision making by top 

managers is a central focus (Wind & Main, 1999; Beer & Nohria, 2000; Farjoun, 2007). Although 

this research increased our understanding of the factors influencing top managers’ decisions 

regarding strategic change, there are avenues for future studies. The anticipated contribution of 

this study to theory of strategic management was threefold, namely: 

1. Clearly introduce the concept of strategic switch, from one growth mode to 
another, 

2. Reveal the driving factors of this concept (i.e. plausible explanations of why strategic 
switch occur), and 

3. Uncover how switches take place, i.e., uncover the hidden processes through which
these outcomes emerge. 

We suggest that these threefold contributions provide a solid foundation for future studies. In 

particular, our study focused on a single country and did not address multiple sectors, and thus 

it would be interesting to find out, why and how firms switch, from one growth mode to another , but 

looking at firms from other sectors and in different economic settings. Depending on data 

availability future studies into the factors driving top managers to switch could be of a 

quantitative and hypothesis testing nature. However, additional qualitative case studies in 

different settings would also be welcome.

7.7 Conclusions 

The longitudinal dataset of this study confirms the evidence already offered by other studies that 

there are two broad modes of growth, which positively influence sustained performance for their 

firms, organic growth, and growth through acquisitions. Indeed, extant empirical studies showed 

that top executives choose to adopt one or a combination of these two modes in their quest to 

obtain sustained performance (Davidsson et al, 2006; Dess & Lumpkin, 2005; Morris et al., 2008; 

Ungerer et al., 2015). As a result, some firms expand through the organic growth mode, others 
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through the acquisition strategy, and some by a combination of these two. We also see that firms 

sometimes switch from one dominant pattern of growth to another, but we have limited 

knowledge about the driving factors that influence the managers to switch between the two 

expansions modes. As a result, although we observe through the lens of strategic management 

literature that these growth modes are adopted in practice across sectors (Keil, 2004; Rohrbeck 

et al. 2009) and positively affect sustained firm performance (Ungerer et al., 2015), so far extant

literature could not explain why top managers switched between them and how. 

Process and dynamic cognitive agencies: how switch behavior occur

Organizations navigate competitive and hostile markets through top managers ’ decisions that 

are largely based on subjective views, reflecting their framing of the market settings. To a large 

degree, observable organizational behaviour is driven by the cognitions of top managers, both of 

present conditions and interpretations of the expected future. As a result, besides responding to 

negative performance feedbacks, actions and strategic decisions also emanate from deliberate 

attempts to anticipate future business settings. This view finds support from the forward-looking 

logic of the BTOF. For instance, in contrast to backward-looking logics dominated by the 

performance feedback, the forward-looking logic focuses on the evaluation of alternatives based 

on decisions maker’s understanding of the future market settings. In other words, instead of 

relying only on performance feedback as a determinant of change in behaviour, forward-looking 

logic considers cognitive representations of the future markets to explain changes in behaviour 

(Gavetti & Levinthal, 2000). Simply put, top managers do make changes in strategy based on 

interpretations of what might happen in the future markets, and by so doing help their firms to 

navigate competitive and hostile markets. Here, instead of adjusting behaviour based on the 

performance feedback judgements, behaviours are adjusted based on top managers cognitive 

representations based on subjective framing of the business market. Eventually, cognitive future 

market representations of the top managers influence subsequent change behaviour. As means to 

break away from traditional backward-looking logic of negative performance feedbacks 

dominating the BTOF, Gavetti and Levinthal (2000) conceptualized forward-looking search 

activity as cognitive based, i.e., where decision makers mental models (i.e. reflected cognitive 

representations) of the future markets influence decisions and therefore choice of action. However, 

according to Chen (2008), their theory lacks specifics about how executives form cognitive 

representations and translate these into actual behaviours. The contributions of this study permit 

us to theorise on how this takes place, paying attention on cognitive agencies driving switch 

behaviours. 
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Top executives’ anticipations of the future and sensemaking of the past, affect their judgment of

the organizational efficacy in the present moment. These three strongly intertwined cognitive 

moments (anticipation, sensemaking and organizational efficacy) reveal how the unfolding process of 

strategic switch occurs. For instance, where a firm has been in the past may intrude into the 

present through its influence on perceptions, which shape the executives’ attention to the

anticipations for the future. Once perceptions are formed, attention acts as a cognitive filter, which 

impacts the executives’ subsequent strategic decisions. If managers think that the efficacy of the 

firm matches the requirements of the future, they will prefer the organic expansion mode. If they 

had a prolonged acquisition growth-mode before, this implies a switch. If the top executives of a 

firm believe that the capabilities of the firm are not sufficient for the requirements of the future, 

they will engage in growth through acquisition mode. If they had a prolonged organic growth-

mode before, this implies a switch. Given this interplay, over time firms will exhibit strategic 

switches between these growth modes. So far, very little attention has been given to the 

underlying mechanisms that drive these outcomes. As shown above, to better understand the 

process of a strategic switch behavior, we have subdivided the process into three stages. These 

three unfolding stages bring to bear the situational, action-formation and transformational 

mechanisms at work, and in doing so expose the managerial cognitive dynamics that begins the 

formation of a specific switch-mode. 

Executive performance anxiety: the central driving factor 

We have gone beyond the specifics of the different switching behaviors and identified performance 

anxiety as a driver of the firms switching from one growth mode to another. Our theory implies 

that this kind of anxiety is productive, in that it is a self-administered medicine for renewal, which 

continually keeps executives alert. On one hand, our theory implies that anticipated future 

changes in the operating environment increase a top executive’s performance anxiety when firms 

are in prolonged organic growth mode, and this prompts the switch from organic growth to 

growth through acquisitions. In this case top executives are anxious because of possible future 

market shrinkages, the continuous contemplation of worst-case scenarios, etc., which might 

disrupt the current firm performance. In the context of the operating environment of this study, 

and because the fluctuating nature of the project-based sector, any present organizational 

performance does not guarantee future performance. This, in and of itself gives rise to the 
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managers’ performance anxiety even if the organization is doing well at the moment. Considering

this, executives are driven to switch from organic to acquisition growth paths. 

While engaging in growth through acquisitions, the effects of this mode decrease the performance 

anxiety and at some point, give executives confidence that they can control and sustain the firms’

future performance, and this results in a switch from acquisitions to organic growth mode. 

Remember, the switch from organic growth to growth through acquisitions reflects feelings of 

less confidence to sustain future performance amongst managers, about the accumulated 

knowledge and experience base, ways of managing, etc. However, at some point during the 

growth through acquisition mode, top executives begin to feel a sense of confidence, in controlling 

the future environment, and subsequently this leads to aspirations to switch and exploit. This is 

because while the firm is engaging in prolonged growth through acquisition, this mode revitalizes 

the executives’ cognitive maps and the firm’s organizational routines, it breaks firmly held 

rigidities, counters progressive simplicity, and develops broader knowledge structures, as proven 

by extant studies. Our study extended these insights and revealed that at some point during this 

mode, it also inspires confidence and aspirations to switch and exploit the newly acquired 

knowledge-base and capabilities. 

Given this dynamic our study revealed why firms may alternate between these growth modes 

and how this helps them to sustain performance over time. This contributes to both specific and 

generic inquiry in strategic management scholarship. For instance, specifically this study 

contributes to developing theory about why top managers switch between growth modes, leading

their firms in competitive and shifting markets to achieve sustained growth. Because of this, we 

now have better insights helping us to explain the causal mechanisms behind the switch modes.

In general, also, this study contributes to the intellectual inquiry of strategic management, which 

is the determination of the factors that affect sustained organizational performance , and the study

managed to do this by building intellectual bridges with psychology.
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In this PhD thesis, chapter 1 narrates the extant literature showing that firms 
expand through the organic growth strategy, others through the acquisition 
strategy, and some by a combination of these two modes. It also reveals that firms 
sometimes switch from one dominant growth mode to the other, but we have 
limited insight on why top managers switch modes and how these strategic switch 
processes unfold. After showing that extant literature is silent about these gaps, 
chapter 2 reveals that behavioral theory of the firm (BTOF) stand a chance to offer 
plausible explanations but rather through a newly emergent stream instead of 
the dominant performance feedback. Chapter 3 adopts qualitative, interpretative 
grounded theory permitting us to tap into the lived experiences of top managers 
and annual reports to form the basis of emerging theory. While the context of 
the study is discussed in chapter 4, case-by-case and cross-case data analyses 
are explored in 5 and 6, respectively. Lastly, chapter 7 offers three theoretical 
contributions a) performance anxiety as a major driver leading top managers to 
switch strategies, from one growth mode to another b) explaining this through 
forward-looking logic (performance prospects) of BTOF, instead of backward-
looking logic (performance feedback), and c) exposing the three phases that bring 
to bear the situational, action-formation and transformational mechanisms at 
work, and in doing so reveal the unfolding processes taking place during the 
formation of a specific switch mode. 
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