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Abstract 

Wide-spread research demonstrates that firms which promote entrepreneurship are 
dynamic, flexible organisations which tend to realise greater innovation. The entre-
preneurial orientation (EO)–firm performance relationship and its contingency fac-
tors remain an unresolved area of research in the literature. Recognising the centrality 
of knowledge and resource-based rationales within EO–performance theorising, 
we investigate the role of resources and capabilities in terms of bricolage capability, 
absorptive capacity, and organisational identity as potential moderators to the EO–per-
formance–environment relationship. Primary data are sourced from firms in the South 
African construction and materials industry sector. After establishing validity and reli-
ability through confirmatory factor analyses (CFA), hierarchical multiple linear regression 
was used to test the hypotheses. Results reveal that in the context of environmental 
hostility, the EO–performance relationship is positively moderated by the bricolage 
capability–organisational identity interaction. Moreover, absorptive capacity is posi-
tively moderated by organisational identity. Managers need to appreciate how various 
internal resources and capabilities could be orchestrated for optimum performance 
and how these could be complementary and consistent with EO–performance out-
comes. The study findings provide novel research implications by increasing the theo-
retical and empirical reach of bricolage capability, absorptive capacity, and organisa-
tional identity as moderators in the EO–performance–environment relationship.
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Introduction
Several scholars have questioned the assumed linear entrepreneurial orientation (EO)–
performance relationship (Gupta & Gupta, 2015; Reyes-Gómez et  al., 2024; Šlogar 
et  al., 2023; Soares & Perin, 2020; Tang et  al., 2008) with some studies revealing that 
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the EO–firm performance relationship exhibits a curvilinear curve over time (Gupta 
& Gupta, 2015; Kohtamäki et al., 2019). EO is an important organisational orientation 
towards new entry and value creation, encompassing the entrepreneurial decisions, 
methods, and actions to create competitive advantage (Alshanty & Emeagwali, 2019; 
Pinto et al., 2024; Saiyed et al., 2023; Wales et al., 2023). Decades of research highlights 
that firms with a prevalence of EO hold the capability to take advantage of new mar-
ket opportunities, improve their performance and counter potential threats successfully 
despite the difficulties of a competitive and dynamic environment (Kindermann et al., 
2022; Kohtamäki et al., 2019; Rauch et al., 2009). Research also shows a robust EO–firm 
performance relationship, under varying operationalisations, industry and cultural con-
texts (Abu-Rumman et al., 2021; Anderson et al., 2015; Choi et al., 2020; Gupta & Gupta, 
2015; Huang et al., 2023; Urban & Matela, 2022). Furthermore, researchers highlight the 
centrality of knowledge and resource-based rationales within EO–performance theo-
rising suggesting that critical moderators are essential boundary conditions within the 
EO–performance relationship (Rosenbusch et al., 2013; Wales et al., 2021; Wiklund & 
Shepherd, 2011). Such studies draw attention to the importance of stronger causal mod-
els in EO research, and in so doing calls have been made for examining novel moderat-
ing effects within the EO–performance relationship (D’Souza & Fan, 2022; Naskar, 2023; 
Niemand & Eggers, 2023; Wales et al., 2023) beyond considerations previously investi-
gated such as task-environmental conditions (Abu-Rumman et  al., 2021; Kindermann 
et al., 2022; Maphumulo & Urban, 2022).

We heed such research calls and attempt to close this gap in the literature where a lack 
of empirical studies focused on linkages between EO, moderators and firm performance 
is evident, particularly from an African emerging market perspective. Our study is 
timely and relevant insofar it directly tackles the research gap insofar there is a ‘shortage 
of complex conceptual models to explain the contradictory results’ associated with the 
EO–firm performance relationship (D’Souza & Fan, 2022; Schröder et al., 2021; Wales, 
et al., 2013). To provide a meaningful contribution to the literature we focus on perti-
nent managerial and organisational variables, which have not previously been empiri-
cally interrelated within the EO–performance relationship, in an African emerging 
market context (Urban & Matela, 2022). In this regard, we rely on the base theory of the 
effectuation theory, which we argue is well suited to broaden our understanding of inter-
actions between EO, firm resources and knowledge, and the environment, as effectual 
processes are related to recognising and exploiting opportunities in new markets under 
conditions of uncertainty (Sarasvathy, 2021). By using the theoretical scaffolding of the 
effectuation theory, and by relying on existing constructs such as EO, our article extends 
the theoretical and empirical reach of the EO–performance–environment relationship, 
by revealing new organisational configurations to further support the linkages between 
this relationship, while accounting for several moderators.

Our study makes several important contributions. An important theoretical con-
tribution of our article is in introducing bricolage capability and absorptive capac-
ity (ACAP) as potential moderators to strengthen the EO–environment–performance 
link. We integrate bricolage capability and ACAP as moderators to the EO–environ-
ment–performance relationship, as these constructs incorporate the restructuring of 
existing resources and capabilities to address new situations or opportunities, which 
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resonates with the effectuation theory (Duymedjian & Rüling, 2010; Kohtamäki et al., 
2019; Saleem et al., 2024; Schröder et al., 2021). Research reveals that firms operat-
ing in hostile environments with resource constraints, require bricolage capability 
as it allows them to apply combinations of various resources at hand to unfamiliar 
problems and opportunities (Sengura & Renyan, 2024). Similarly, ACAP is required 
to develop capacity and/or opportunities, since firms operating in such hostile busi-
ness environments need to foster the acquisition, assimilation, transformation, and 
exploitation of information (Engelen et al., 2014). To provide a meaningful and novel 
contribution to the literature we further extend our examination of how bricolage 
capability and ACAP act as moderators to the EO–environment–performance rela-
tionship by including organisational identity (OI) into this relationship. Prior research 
shows that OI shapes managerial decisions with regard to resource and capabilities, 
including decisions related to bricolage capability and ACAP (D’Souza & Fan, 2022). 
Indeed, the OI of firms has been shown to influence what is noticed in the external 
environment, as well as how it is interpreted, and what action is to be taken (Tripsas, 
2009; Voss et  al., 2006). This suggests that OI can play an important role in terms 
of how bricolage capability and ACAP influences the EO–environment–performance 
relationship. To this end we anticipate that by focusing on internal resources and 
capabilities in terms of bricolage capability, ACAP, and OI as potential moderators to 
the EO–environment–performance relationship, new theoretical and methodological 
contributions will emerge for the development of more complex conceptual models 
delineating this relationship.

Furthermore, our study contributes to research calls, such as by Engelen et al. (2014), 
for more studies to investigate the EO–environment–performance relationship in indi-
vidual countries with different business contexts (Urban, 2021). Consequently, our study 
takes place in South Africa and is focused on a single industry sector, the construction 
and materials sector, which while one of the key pillars of economic development in 
South Africa has faced a highly turbulent period in the past two decades characterised 
by a hostile economic climate, and a few exploitable opportunities (Omopariola et al., 
2021). Research confirms that concentrating on a distinct industry sector, allows for a 
greater consistency of context to be realised (Madsen, 2007; Urban, 2021).

In summary, the study objectives are to examine and test the relationship between 
EO, and persistent financial performance (FP) as moderated by (a) bricolage capabil-
ity, (b) ACAP, (c) OI, and (d) the environment. The following research questions have 
been formulated to achieve this study objective: (1) What is the nature and extent of 
the association between EO and performance relationship? (2) To what extent is the EO 
performance relationship moderated by environmental hostility? (3) To what extent is the 
EO performance relationship moderated by the bricolage capability and environmental 
hostility interaction? (4) To what extent is the EO performance relationship moderated by 
the ACAP and environmental hostility interaction? and (5) To what extent is the EO per-
formance relationship moderated by OI in terms of the bricolage capability, ACAP, and 
environmental hostility interaction?

The article starts with a brief overview of the constructs and their role in the formu-
lation of the hypotheses. The methodology section addresses sampling and instrument 
design concerns. Study results are presented, and a discussion of the results follows. 
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The last section of the article considers implications for theory and practitioners, while 
delineating study limitations and future research directions.

Literature review and hypotheses formulation
Theoretical base

Established research shows how the persistent achievement of firm performance 
depends on an optimum fit between internal organisational and external environmen-
tal factors (Lawrence & Lorsch, 1967). In this regard, effectuation is useful theoretical 
base for our study insofar effectuation is “the logic of entrepreneurial expertise, char-
acterized as a dynamic and interactive process of creating new artefacts in the world” 
(Sarasvathy & Venkataraman, 2011). Sarasvathy (2021) shows how “expert entrepre-
neurs use an effectual logic that is non-predictive to influence new markets and translate 
their environments. While predictive strategies are ways to influence current realities 
to reach preconceived ends, effectual strategies generate unique goals and new worlds 
from current realities. The effectuation theory suggests that under conditions of uncer-
tainty, entrepreneurs adopt a decision logic that is different to that of causation” (Sar-
asvathy, 2021). In line with our study objective, effectuation is well suited to broaden 
our understanding of interactions between EO, bricolage capability, ACAP, OI and the 
environment as effectual processes are related to recognising and exploiting opportu-
nities in new markets under conditions of uncertainty (Sarasvathy & Venkataraman, 
2011). Furthermore, aligned with the EO construct, effectuation theory suggests that 
resources under the control of the entrepreneur are a key source of opportunity and by 
concentrating on the resources under their control, entrepreneurs will more willingly 
take action to create value from the recognised opportunity (Sarasvathy, 2021). Integrat-
ing and explaining the previously unrelated constructs of bricolage capability, ACAP, 
OI as potential moderators to the EO–environment–performance relationship is valu-
able as prior research shows that complementary resources and capabilities need to be 
employed to maintain the effects of a firm’s strategic resources and capabilities on its 
performance over time (Campos et al., 2024; Cosa et al., 2024; Gupta & Gupta, 2015; Lee 
& Kreiser, 2018; Maphumulo & Urban, 2022). These constructs and their interrelation-
ships are now discussed to show their underpinning and relevance to each of the study 
hypothesis.

Entrepreneurial orientation and performance

Numerous studies conceptualise EO as a strategic imperative for firms which requires 
the alignment of senior management support with the entrepreneurial actions of 
employees throughout the firm (Gantsho et al., 2024; Urban & Govender, 2024). EO is 
typically construed as either an all-encompassing construct incorporating ‘innovative-
ness, risk-taking, and proactiveness’ or as a multi-faceted construct where these dimen-
sions are viewed as autonomous elements of EO (Anderson et al., 2015; Covin & Slevin, 
1991; Pinto et al., 2024; Rauch et al., 2009; Wales et al., 2021). Lumpkin and Dess (1996) 
offer an alternative view of EO as the combination of five dimensions, those put forth by 
Covin and Slevin (1991) which include competitive aggressiveness and autonomy. How-
ever, some studies report that ‘competitive aggressiveness’ forms a part of the proactive-
ness dimension and does not represent a separate dimension, while others propose that 
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past dimensional approaches toward understanding broader organisational orientation 
have different emphases within the literature depending on the research objectives, and 
that no level of ‘dimensional granularity has proven inherently superior’ (Wales et  al., 
2021). Several studies have also focused on the EO–firm performance relationship in 
the South African context (see, Gupta & Gupta, 2015; Mgwenya & Urban, 2024; Urban, 
2021; Urban & Govender, 2024), and report positive moderating effects of technological 
opportunism on the EO–performance relationship (Maphumulo & Urban, 2022), while 
others investigate the moderating effect of interfunctional coordination on EO–perfor-
mance, and also account for the role of market orientation in opportunity exploitation 
(Mathafena & Msimango-Galawe, 2023). Moreover, resonating with the effectuation 
theory (Sarasvathy, 2021), the achievement of persistent performance is dependent on 
a firm’s ability to possess strategic internal resources and capabilities (Barney, 1991) 
that can counter market threats and facilitate the creation of unique product offerings, 
a notion consistent with EO and the proposed moderators influencing the EO–perfor-
mance relationship. Prior research reveals that EO impacts firm performance due to a 
harmonious configuration of organisational fundamentals which sponsor a pattern of 
new entry initiatives (Kumar et al., 2024; Wiklund & Shepherd, 2011). For the purpose of 
our study persistent financial performance (FP) refers to performance over time, meas-
ured as long-term profitability, long-term growth, market value, or a combination of 
these factors (Dobbs & Koller, 2005). The achievement of firm performance over time, 
depends on how firms restructure their resources and develop new strategies in the con-
text of the external environment within which they operate (Dobbs & Koller, 2005; Law-
rence & Lorsch, 1967), making it a suitable measure of EO–performance as we capture 
both internal and external influencing factors to this relationship. Consequently, relying 
on the theory of the effectuation (Sarasvathy, 2021), we provide our first hypothesis on 
the relationship between EO and financial performance.

H1. The association between entrepreneurial orientation and financial performance 
displays a nonlinear relationship.

Entrepreneurial orientation and the environment

A hostile environment is defined and characterised by intense competition, harsh 
business climates, scarce resources, and a relative lack of exploitable opportunities 
(Khandwalla, 1976; Rosenbusch et  al., 2013). Prior research has shown that the exter-
nal environmental factors are capable of affecting the failure and success of firms and 
have largely been clarified in terms of environmental munificence or hostility, both 
of which offer opportunities as well as challenges to firms (Choi et  al., 2020; Covin & 
Slevin, 1989; Rosenbusch et  al., 2013). Based on the study context, the South African 
construction and materials sector, which during the 2008–2019 period was character-
ised by an unfriendly industry setting, a harsh economic climate, and a few exploitable 
opportunities (Omopariola et al., 2021), we argue this scenario fits with a hostile envi-
ronment characterisation, typified by intense competition, harsh, overwhelming busi-
ness climates, scarce resources, and the relative lack of exploitable opportunities (Covin 
& Slevin, 1989; Khandwalla, 1976; Rosenbusch et al., 2013). Prior studies indicate that a 
hostile environment may be an impediment to EO and persistent performance (Morić, 
2022). The source of such impediment could once more be attributed to the bounded 
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rationality of TMTs, caused by the high variance induced by the EO and environmen-
tal hostility combination (Revilla et al., 2016). Furthermore, effectuation theory suggests 
that resources are a key source of opportunity and by directing the resources under their 
control, entrepreneurs will exploit opportunities to improve performance and create 
value from such opportunities identified in the environment (Sarasvathy, 2021). There-
fore, based on the study context and acknowledging prior research which suggests intro-
ducing a moderator into the bivariate relationship between EO and firm performance 
to help reduce the potential for misleading inferences and to allow for a more precise 
and specific understanding of the EO–firm performance relationship (Rauch et al., 2009; 
Rosenbusch et al., 2013; Schröder et al., 2021), we anticipate that the EO–FP relationship 
is negatively moderated by environmental hostility.

H2. The entrepreneurial orientation and financial performance relationship is nega-
tively moderated by environmental hostility.

Bricolage capability

Baker and Nelson (2005, p. 333), define bricolage as “making do by applying combina-
tions of resources at hand to new problems and opportunities”. Similarly, others define 
bricolage capability as the restructuring of existing resources and capabilities to address 
new situations or opportunities or as an entrepreneur’s capability to defy the limitations-
imposed by resource scarcity (Duymedjian & Rüling, 2010; Urban & Matela, 2022). To 
counter the negative effects of a hostile external environment, firms adopt a variety 
of strategies, where complementary resources and capabilities could be employed to 
maintain the effects of a firm’s strategic resources and capabilities on its performance 
over time (Duymedjian & Rüling, 2010; Urban, 2021). Several studies have shown that 
moderating variables such as networking capability, information, communication, and 
technology, board monitoring, industry life cycle, intra and extra industry social capital, 
ambidexterity, working capital efficiency, relatedness, as well as employee psychologi-
cal safety, could strengthen the curvilinear EO–performance relationship (e.g., Gupta & 
Gupta, 2015; Huang et  al., 2023; Kindermann et  al., 2022; Kohtamäki et  al., 2019). By 
extending this logic further and directly resonating with the effectuation theory, we 
incorporate bricolage capability as a potential moderator in the EO–performance rela-
tionship, as it involves the restructuring of existing resources and capabilities to address 
new situations or opportunities (Abu-Rumman et al., 2021; Duymedjian & Rüling, 2010; 
Schröder et al., 2021). Where the effects of the environment within which firms oper-
ate, results in resource constraints, and threaten firm survival, bricolage capability is 
required which involves making do by applying combinations of the resources at hand 
to unfamiliar problems and opportunities (Baker and Nelson, 2005; Sengura & Renyan, 
2024; Xiaobao et al., 2022). We argue that bricolage is well suited as an additional organi-
sational element in EO research as it is typically studied in the context of new businesses 
in extremely constrained environments (Xiaobao et  al., 2022). This argument suggests 
that in a hostile environment, bricolage capability could explain the extent to which 
existing resources and capabilities are leveraged to strengthen the EO–FP relationship. 
Bricolage capabilities rely on the use the existing resources optimally and hence resource 
bricolage is an effective solution to overcome the resource-constraint impasse facing 
some firms in hostile environments (Santos et  al., 2022). In addition, recent research 
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indicates that the higher the degree of resource bricolage, the stronger the levels of EO 
which results from top-management decisions, insofar bricolage does not independently 
affect EO but serves as a moderating influence on the EO–performance relationship 
(Xiaobao et al., 2022). Furthermore, aligned with the EO construct and based on the key 
principles of the effectuation theory it is anticipated that resources under the control of 
the entrepreneur provide a key source of opportunity and by focusing on these resources 
they will be able to realise greater performance (Sarasvathy, 2021).Consequently, it could 
be posited that in addition to an optimum hostile environment–EO fit, the achievement 
of FP also depends on the extent to which EO is complemented by a firm’s bricolage 
capability (Sengura & Renyan, 2024; Urban & Matela, 2022).

H3. The entrepreneurial orientation and financial performance relationship is nega-
tively moderated by the bricolage capability and environmental hostility interaction.

Absorptive capacity

Absorptive capacity (ACAP) (Zahra & George, 2002) is conceptualised as the absorption 
of new knowledge that assists firms to increase their performance, while also instilling 
more flexibility and innovative practices (Mata et al., 2023). Firms with higher levels of 
ACAP are more likely to identify opportunities, obtain market information and under-
stand the customer needs, and as a result, they undertake innovation activities (Mata 
et al., 2023). Firms require such capacity to address new situations or opportunities, par-
ticularly for firms operating in volatile and complex business environments which need 
“structures that can facilitate the acquisition, assimilation, transformation, and exploita-
tion of reliable and current information from a diverse pool of stakeholders across exter-
nal boundaries” (Engelen et al., 2014, p. 1354). Similarly, EO which is inherently focused 
on exploration and experimentation with innovative, proactive, and risk-taking activi-
ties, requires a measure of information and knowledge about the immediate environ-
ment (Kindermann et al., 2022; Putniņš & Sauka, 2020). Furthermore, D’Souza and Fan 
(2022) propose a capability-anchored articulation of the EO–ACAP relationship using a 
moderated-mediation interaction. These authors characterised EO as a dynamic mana-
gerial capability and demonstrated that ACAP influences the EO versus organisational 
performance relationship. Thus, the extent to which firms acquire ACAP, particularly in 
a hostile environment, is important in order to explain the EO–performance relation-
ship (Urban & Matela, 2022). The positive moderating role of ACAP amidst turbulent 
environmental conditions have been demonstrated in literature (Engelen et al., 2014; van 
Doorn et al., 2017). Consequently, by building on in this research direction it could be 
posited that an optimal EO–FP relationship depends on the extent to which this rela-
tionship is strengthened by the environmental hostility–ACAP interaction. Hence, if the 
environmental hostility–ACAP relationship strengthens the EO–FP relationship, then 
ACAP would have to negate or remedy the weakening effect of environmental hostil-
ity on the EO–FP relationship. In formulating our hypothesis, we rely on the effectua-
tion theoretical base as effectuation is based on the logic of entrepreneurial expertise 
and knowledge (ACAP), characterised as a “dynamic and interactive process of creating 
new artefacts in the world” and such a non-predictive effectual logic can influence new 
markets and translate the environments (Sarasvathy, 2021; Sarasvathy & Venkataraman, 
2011).
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H4. The entrepreneurial orientation and financial performance relationship is nega-
tively moderated by the ACAP and environmental hostility interaction.

Organisational identity

OI is conceptualised as a “set of statements that members of an organization perceive 
to be central, distinctive, and enduring to their organization” (Whetten, 2006, p. 224). 
Prior studies show that in turbulent business environments, the need to resolve a real or 
potential identity crisis dominates the attention of decision-makers as OI shapes mana-
gerial decisions with regard to resource and capabilities, including decisions related to 
bricolage capability and ACAP (D’Souza & Fan, 2022; Voss et al., 2006). The OI of firms 
has been shown to shape what is noticed in the external environment of an organisa-
tion, as well as how it is interpreted, and what action is to be taken (Lin, 2004; Trip-
sas, 2009). This suggests that OI can be used to guide TMTs to make focused decisions. 
For example, through its “what are we no longer” and “who are we becoming” lenses, 
TMTs could, in a focused matter, define their past and future, respectively, which could 
guide their decision-making in respect of the right combination of existing resources 
and capabilities, resonating with bricolage capability (Shiferaw et al., 2023). OI also has 
direct relevance to bricolage, where studies show that bricolage resonates with strate-
gies and control mechanisms within an organisation, and how subjective knowledge 
resulting from bricolage will enable opportunities identification, and increase EO, cor-
porate venturing, product innovation, and strategic renewal (O’Mahoney & Visscher 
2017; Voss et al., 2006). Additionally, studies have shown how an OI could be used to 
direct managerial decisions in hostile business environments (Voss et al., 2006) where 
effects of organisational culture and ACAP on open innovation have been investigated. 
Furthermore, OI can be used to guide TMTs to make focused decisions. For example, 
through its “what are we no longer” and “who are we becoming” lenses, TMTs could, in 
a focused matter, define their past and future, respectively, which could guide their deci-
sion-making in respect of acquiring and processing relevant and current information. 
Researchers note the importance of having common knowledge and relational embed-
dedness to explain knowledge transfer based on ACAP and show how the firm needs to 
focus strongly on organisational culture and OI which are considered to be important 
the determinants of the effectiveness of organisational transfer (Naqshbandi & Tabche, 
2018). In addition, other studies indicate that organisational structure and integration 
capabilities are the main mechanisms through which organisational ACAP can coevolve 
with their external knowledge environment, all of which suggests a link between ACPA 
and OI (Tripsas, 2009; Voss et al., 2006). Consequently, it can be posited that OI has the 
potential to strengthen the ACAP of firms where OI would have to strengthen ACAP 
against the high variance induced by environmental hostility and EO, respectively. 
Hence, the environmental hostility–ACAP–OI interaction would strengthen the EO–FP 
relationship. Extending our reach in terms of the shared alignment of organisational ele-
ments which promote EO (Wales et al., 2021; Wiklund & Shepherd, 2011) we include 
OI as a determinant explaining the EO–performance relationship. Moreover, we argue 
that in line with the effectuation theory (Sarasvathy, 2021), the attainment of persistent 
performance is dependent on a firm’s ability to possess strategic internal resources and 
capabilities, such as OI, that can counter hostile markets and facilitate the creation of an 
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EO. Building on H2 and H3, OI would have to strengthen bricolage capability against the 
high variance induced by environmental hostility and EO, respectively. Stated differently, 
the environmental hostility–bricolage capability, and OI interaction would moderate the 
EO–FP relationship.

H5a The entrepreneurial orientation and financial performance relationship is nega-
tively moderated by organisational identity in terms of the bricolage capability and envi-
ronmental hostility interaction.

H5b The entrepreneurial orientation and financial performance relationship is nega-
tively moderated by organisational identity (MV1) in terms of the ACAP and environ-
mental hostility interaction.

The study conceptual model as shown in Fig. 1 identifies EO as an independent vari-
able (IV), that directly influences FP, as the dependent variable (DV) (H1). Given the 
nature of the study sector context, the external hostile environment is depicted as mod-
erating variable (MV1) influencing the EO–FP relationship (H2). Furthermore, based 
on the scaffolding of the RBV, which requires firms to possess or develop complemen-
tary resources and capabilities, which could influence the EO–FP relationship, bricolage 
capability (MV2), is postulated as a moderator in the model (H3). Similarly, based on the 
notion that the acquisition, assimilation transformation and exploitation of information 
and knowledge is central to EO, it was postulated that the EO–FP relationship could 
be influenced by ACAP (MV3) (H4). Lastly, regarding OI (MV4) it is hypothesised that 
bricolage capability is moderated by OI (H5a) and that ACAP is moderated by OI H5(b). 
We argue that bricolage capability and ACAP are resource capabilities required by firms 
to address new situations or opportunities which can influence the EO propensity of 
firms, and hence the use of a moderated-moderator model similar to that of other stud-
ies (see, Kohtamäki et al., 2019).

Methodology
Data collection and sampling

The study focused on the South African construction and materials sector. While it was 
not possible to account for the entire population of firms involved in construction and/
or construction-related materials industry, as no database was available in South Africa, 

Fig. 1  Research conceptual model
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sampling frames from both sector related and official company documents were estab-
lished (JSE, 2021; PWC, 2016). A target respondent was defined as the group of top 
management of an organisation who effect strategic decision-making and have overall 
responsibility over a firm or organisation (Khandwalla, 1976; Naqshbandi & Tabche, 
2018). All participants in the sampling frame were assigned a random number using the 
RAND function in Microsoft Excel and 240 random participants were extracted from 
sampling frame, with a final sample size of 126 firms as represented by their respective 
top management (response rate of 53%). In terms of ethical procedures, it was made 
clear that participation in this study was voluntary and anonymous. Following the Pro-
tection of Information Act (POPI Act) of the Republic of South Africa, the privacy and 
anonymity of participants was preserved throughout the research.

Following the EO literature, firm age and size were used as control variables, respec-
tively (Campos et  al., 2024), as well as several respondent demographics. For firm 
size, the majority (73%) of respondents had more than 40 employees (aligned with the 
medium size or class of enterprise/enterprise category as defined for SMME classifica-
tions in SA), and for firm age 33% were in the 40 years and above category, while 23% 
were in the 10 to 20 years category, while 23% were in the 21–30 years category. With 
respect to total experience in this sector, 41% had 11–20 years’ experience, and for total 
work experience 58% had 21–30  years’ experience, while for total experience in top 
management 27% were in the more than 30  years category. Educational qualifications 
revealed that 33% held a bachelor’s degree while 36% held a post-graduate qualification. 
These characteristics imply that relevant participants were sampled, i.e. strategic deci-
sion-makers whose insight is relevant to make inferences about the EO–FP relationship 
under investigation.

We conducted tests to explore potential sources of sample bias by analysing whether 
there were differences between respondents and non-respondents, using a Wilcoxon–
Mann–Whitney test, according to frim size type with no significant differences were 
detected (Schindler, 2019). Additionally, t-tests confirmed no significant differences 
between early and late respondents in terms of firm size of firm age.

Measures

All measures were operationalised based on the theoretical discussions in the literature 
(full instrument is available). The survey questionnaire was designed such that partici-
pants could not complete the next survey without completing a preceding one. On an 
ad hoc basis, we conducted follow-ups with participants to remind participants to com-
plete the survey.

FP was measured as the study dependent variable (DV) and refers to the persistent 
achievement of financial outcomes (Putniņš & Sauka, 2020; Tang et al., 2008) measured 
with four items on a 5-point Likert scale. These questions involved asking TMTs to eval-
uate their firms’ FP relative to their principal competitors during the 2008–2019 on (a) 
sales growth rate; (b) market share; (c) pretax profit growth rate; and (d) overall perfor-
mance. The weighted average of these four items was used as the performance measure.

Consistent with the majority of the extant research, EO, as the independent variable 
(IV) was measured using the Covin and Slevin (1989) scale for assessing three of the 
EO dimensions in terms of innovativeness, proactiveness and risk-taking. Employing 
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the multidimensional nature of EO is advantageous as it is backed by “theoretically 
meaningful relationships established in earlier studies, thus allowing for more advanced 
knowledge to evolve” (Rauch et  al., 2009; Wales et  al., 2021). Consequently, EO was 
measured along a six-point bi-polar Likert scale, represented by the three dimensions in 
terms of nine items.

Environmental hostility as the moderating variable (MV) was selected to represent the 
study context in terms of the South African construction and materials sector, during 
the 2008–2019 period, as we previously mentioned. Environmental hostility is typically 
measured subjectively using survey questionnaires (Covin & Slevin, 1989; Khandwalla, 
1976), which we relied on to gauge whether participants considered their external envi-
ronment as one that promotes FP or the extreme opposite as measured with 3 items 
on a 7-point Likert scale, with questions such as: “In general, the top managers of my 
firm have …a strong proclivity for high-risk projects (with chances of very high returns)”, 
using the Khandwalla (1976) scale.

Bricolage capability (MV) was measured with 8 items on a 5-point Likert scale, with 
questions such as “We use any existing resource that seems useful to responding to a 
new problem or opportunity” (Santos et al., 2022; Senyard et al., 2014).

Absorptive capacity (MV) was measured with 21items on a 7-point Likert scale, with 
questions such as: “We periodically organize special meetings with customers or third 
parties to acquire new knowledge” (Engelen et al., 2014; Kohtamäki et al., 2019; Zahra & 
George, 2002).

OI was measured with 6 items on a 5-point Likert scale, with questions such “who are 
we as a firm?” and “who we want to become as a firm?” and “what are we no longer?” as 
sourced from (Voss et al., 2006).

Data analyses

All constructs were subjected to confirmatory factor analyses (CFA). We conducted 
hierarchical regression analyses to test the hypotheses. Multicollinearity diagnostics on 
each regression model were performed using the commonly applied thresholds VIF < 10 
and tolerance > 0.2 to exclude multicollinearity issues (Kohtamäki et al., 2019; Schindler, 
2019).

Results
Table 1 presents the means, standard deviations (SD) and correlations for the respec-
tive constructs. In terms of Pearson’s correlation coefficients, FP was weakly to mod-
erately correlated positively to EO r (15) = 0.32, p < 0.01, proactiveness r (13) = 0.37, 
p < 0.01, risk-taking r (14) = 0.25, p < 0.01, r (53), OI r (16) = 0.37, p < 0.01, r (53), bri-
colage capability r (18) = 0.28, p < 0.01 and ACAP r (19) = 0.41, p < 0.01, respectively. 
FP and environmental hostility were weakly and negatively correlated r (17) = − 0.22, 
p < 0.05. EO was strongly and positively correlated to innovativeness, proactiveness 
and risk-taking with r (52) = 0.83, p < 0.01, r (53) = 0.76, p < 0.01 and r (54) = 0.83, 
p < 0.01, respectively. This was expected since EO was derived from these respec-
tive constructs. Furthermore, these high correlations were not viewed as a potential 
source of multicollinearity because the constructs concerned were not used in the 
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same model. The VIF ranged between 1.20 and 8.00 and the tolerance ranged between 
0.12 and 0.82, respectively, which confirms the absence of multicollinearity (Schin-
dler, 2019).

Prior to hierarchical regression, all main constructs were subjected to CFA; see 
results in Table 2. The main criteria examined include Chi-square (χ2), the root-mean 
square error approximation (RMSEA), the incremental fit index (IFI), the Tucker–
Lewis index (TLI), the comparative fit index (CFI) and the standard root mean square 
residual (SRMR), respectively (Hu & Bentler, 1999). Table  2 tabulates the actual 
model fit indices, internal consistency, and convergent validity of the main constructs 
against their acceptable thresholds. Compared against the recommended thresholds, 
the model fit indices of the respective constructs confirmed adequate fit. Further-
more, the AVE, composite reliability (CR) and Cronbach Alpha confirmed the exist-
ence of convergent validity and internal consistency within the respective constructs 
(Schindler, 2019).

Hypothesis testing results are presented in Table 3, where Model 1 tests the effects 
of control variables on FP. Model 2 tests the relationship between FP in terms of the 
main or direct effects. Model 3 tests the EO–FP relationship (hypothesis H1). Model 
4 tests the moderating effects of environmental hostility on the EO–FP relationship 
(hypothesis H2). Model 5 tests the moderating effects of the environmental hostil-
ity–bricolage capability on the EO–FP relationship (hypothesis H3). Model 6 tests the 
moderating effects of the environmental hostility–bricolage capability–organisational 
identity interaction on the EO–FP relationship (hypothesis H5(a)). Model 7 tests the 
indirect effects of bricolage capability, organisational identity, the bricolage capabil-
ity–organisational identity on EO, respectively.

In terms of the control variables, non-statistically significantly effects with the DV, F 
(6, 119) = 1.47, p = 0.193, were observed. The control variables explain 7% (R2 = 0.07) 
of the total variance and have a small effect (ω2 = 0.02) on FP. The direct effects on 
FP were observed as statistically significantly, F (11, 114) = 3.67, p < 0.001. The direct 

Table 2  Confirmatory factor analyses results for all study constructs

The environmental hostility construct consists of three items which translate into zero degrees of freedom (df) thus model 
could only be estimated or approximated. Nonetheless, AVE, composite reliability and Cronbach Alpha could be determined

Model 
index fit

Acceptable 
threshold

Financial 
performance

Entrepreneurial 
orientation

Environmental 
hostility

Bricolage 
capability

Absorptive 
capacity

Organisational 
identity

χ2/df <  = 3 0.07 1.11 – 0.66 1.26 0.20

RMSEA <  = 0.08 0.00 0.03 – 0.00 0.05 0.00

IFI >  = 0.9 1.00 1.00 1.00 1.00 0.99 1.00

TLI >  = 0.9 1.02 0.99 – 1.00 0.98 1.00

CFI >  = 0.9 1.00 1.00 1.00 1.00 0.99 1.00

SRMS <  = 0.10 0.00 0.05 0.00 0.02 0.04 0.01

Average 
variance 
extracted 
(AVE)

>  = 0.5 0.69 0.53 0.51 0.53 0.56 0.73

Composite 
reliability

>  = 0.7 0.90 0.83 0.75 0.89 0.89 0.89

Cronbach 
Alpha

>  = 0.5 0.90 0.75 0.73 0.89 0.89 0.90
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effect variables explain 19% (R2 = 0.19) of the total variation and have large effect 
(ω2 = 0.19) on FP. However, none of the individual direct effects were observed to be 
statistically significantly.

Hypothesis (H1) investigated the relationship between the EO and FP and exhibited 
a nonlinear effect. The ANOVA results suggest that the direct and nonlinear effects 
statistically significantly predicted FP,  F (12, 113) = 3.94,  p < 0.001. Furthermore, they 
explained 26% (R2 = 0.26) of the total variance in the DV. The beta coefficients show 
that environmental hostility directly and negatively predicted FP (beta = − 0.22 and 
p = 0.03). Furthermore, the results show that EO statistically significantly predicted FP 
(beta = − 0.20 and p = 0.03).

Hypothesis (H2) investigated the EO–FP link as moderated by a hostile environment. 
The ANOVA results reveal that the direct, nonlinear, and moderating effects statistically 
significantly predicted FP,  F (14, 111) = 3.62,  p < 0.001. Furthermore, they explain 31% 
(R2 = 0,31) of the total variance in FP. The coefficient analysis reveals that no direct and 
moderating effects were statistically significantly. However, the results show that EO sta-
tistically significantly predict FP (beta = − 0.21, and p = 0.02).

Hypothesis (H3) investigated the EO–FP link as moderated by a hostile environmen-
tal–bricolage capability interaction. The ANOVA results reveal that the direct, non-
linear, and moderating effects statistically significantly predicted FP, F (16, 109) = 3.27, 
p < 0.001. Furthermore, they explain 32% (R2 = 0.32) of the total variance in FP. he hier-
archical coefficient analysis reveals that neither the direct nor the indirect (BCxEO and 
BCxEO) and moderating effects statistically significantly predict FP. However, the results 
show that EO statistically significantly predicted FP (beta = − 0.25, and p = 0.02).

Hypothesis H5(a) investigated the EO–FP relationship as moderated by an environ-
mental hostility–bricolage capability–organisational identity interaction. The ANOVA 
results indicate direct, nonlinear, and moderating effects which were statistically sig-
nificantly in predicted FP,  F (18, 107) = 2.89  p < 0.001. Furthermore, they explain 33% 
(R2 = 0,33) of the total variance in FP. The coefficient analysis reveals that except for EO 
(beta = − 0.23, and p = 0.04) none of the other interactions statistically significantly pre-
dict FP.

In Table 4, Model 5 tests the moderating effects of the environmental hostility–absorp-
tive capacity interaction on the EO–FP relationship (hypothesis H4). Model 6 tests the 
moderating effects of the environmental hostility–absorptive capacity–organisational 
identity interaction on the EO–FP relationship (hypothesis H5(b)). Model 7 tests the 
indirect effects of absorptive capacity, organisational identity, the absorptive capacity–
organisational identity on the EO and EO, respectively.

Hypothesis H4, investigated the EO–FP relationship as moderated by the absorp-
tive capacity–environmental hostility interaction. The ANOVA results reveal that the 
direct, nonlinear, and moderating effects statistically significantly predict FP, F (16, 
109) = 3.22, p < 0.001. Furthermore, the independent variables explain 32% (R2 = 0.32) of 
the total variance in FP. The coefficient analysis shows that except for absorptive capac-
ity (beta = − 0.25, and p = 0.02) and EO (beta = − 0.21, and p = 0.05) none of the other 
direct, indirect, and moderating effects statistically significantly predict FP.

Hypothesis H5(b) investigated he relationship between the EO and FP as moderated 
by its hostile environmental–absorptive capacity interaction–organisational identity 
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interaction. The ANOVA results reveal that the direct, nonlinear, and moderating effects 
statistically significantly predict FP, F (18, 107) = 2.95, p < 0.001. Furthermore, they 
explain 33% (R2 = 0.33). The coefficient analysis shows that except for absorptive capac-
ity (beta = 0.28, and p = 0.03), EO (beta = − 0.22 p = 0.03) none of the other direct, indi-
rect, and moderating effects statistically significantly predict FP.

To gain further insights into the hypotheses, the ANOVA results of each model were 
used to compute effect sizes based on omega-squared (ω2) (Yigit & Mendes, 2018). The 
latter was used because it is less bias than its alternative the eta-squared (η2) (Yigit & 
Mendes, 2018). Omega-squared results are interpreted as follows: 0.01 represents a 
small effect, 0.06 represents a medium effect and 0.14 represents a large effect. The effect 
size results show that the effect of predictor variables on FP for all the hypotheses is 
large, i.e. H1 (ω2 = 0.22), H2 (ω2 = 0.23), H3 (ω2 = 0.22), H4 (ω2 = 0.22), H5(a) (ω2 = 0.21), 
H5(b) (ω2 = 0.22), respectively.

In addition to effect sizes, the Tukey HSD test was also performed for all hypoth-
eses using the results from ANOVA and interpreted according to prescribed con-
ventions (Schindler, 2019). For H1, the calculated mean difference between EO and 
each of the predictor variables was determined to be equally statistically significant 
(MD = 0.90 > Tukey HSD critical value = 0.38). For H2, the mean differences between EO 
and the EOxENV interaction (MD = 3.52) as well as between EO and EOxENV inter-
action (MD = 3.35) were determined to be the most statistically significant, i.e. 3.52 
and 3.35 are greater than 0.39 the Tukey HSD critical value. For H3, the mean differ-
ences between EO and the EOxENVxBC interaction (MD = 13.37) as well as between 
EO and EOxENVxBC interaction (MD = 30.64) were determined to be the most sta-
tistically significant, i.e. 13.37 and 30.64 are greater than 0.39 the Tukey HSD critical 
value. For H5(a), the mean differences between EO and the EOxENVxBCxOI interaction 
(MD = 18.54) as well as between EO and EOxENVxBCxOI interaction (MD = 21.47) 
were determined to be the most statistically significant, i.e. 18.54 and 21.47 are greater 
than 0.40 the Tukey HSD critical value. For H4, the mean differences between EO and 
the EOxENVxACAP interaction (MD = 2.95) as well as between EO and EOxENVx-
ACAP interaction (MD = 6.04) were determined to be the most statistically significant, 
i.e. 2.95 and 6.04 are greater than 0.39 the Tukey HSD critical value. Lastly, for H5(b), 
the mean differences between EO and the EOxENVxACAPxOI interaction (MD = 4.56) 
as well as between EO and EOxENVxACAPxOI interaction (MD = 8.20) were deter-
mined to be the most statistically significant, i.e. 4.56 and 8.20 are greater than 0.40 criti-
cal value. These results are consistent with the hierarchical regression analysis results 
shown in Tables 3 and 4, respectively.

The slope analyses results for all the hypotheses are shown in Figs. 2, 3, 4, 5, 6, 7. 
These results show different FP results were yielded by different configurations of 
these moderating effects and EO. This is consistent with the RBV and contingency 
theory and provides insights into hypotheses H3, H4, H5(a) and H5(b). In Fig. 2, the 
slope analyses results reveal that the EO–FP relationship was a nonlinear, statistically 
significantly relationship, providing support for H1. Figure 3 reveals that the EO–FP 
relationship exhibits a U-shaped behaviour and is negatively moderated by environ-
mental hostility, providing support for H2. Figure 4 results show that an increase in 
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FP was solely realised when there were medium to high levels of EO innovativeness, 
providing partial support for H3. Based on Fig. 5, H4 is not supported as far as the 
slope analyses show that the EO–FP relationship exhibits a U-shaped behaviour and 
is negatively moderated by ACAP. Figure  6 highlights that the EO–FP relationship 
exhibits a U-shaped behaviour and is positively moderated by the bricolage capabil-
ity–organisational identity interaction, providing support for H5a. Figure  7 results 
show that the EO–FP relationship exhibits a U-shaped behaviour and is positively 

Fig. 2   EO–FP relationship

Fig. 3   EO–FP relationship with environmental hostility moderating effects
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moderated by the absorptive capacity–organisational identity interaction, providing 
support for H5b.

Discussion
The empirical results reveal that the EO–FP relationship was a nonlinear, statisti-
cally significantly relationship. Furthermore, the results indicated that the moderat-
ing effects of the environmental hostility–bricolage capability, ACAP, OI interactions, 

Fig. 4  EO–FP relationship with environmental hostility–bricolage capability interaction moderating effects

Fig. 5  EO–FP relationship with environmental hostility–bricolage capability–organisational identity 
interaction moderating effects
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were all nonlinear with different configurations of interactions yielding both signifi-
cant and non-significant FP outcomes. Moreover, using effect sizes, the results sug-
gest that the nonlinear behaviour between EO and FP is largely contributed to by the 
innovativeness and proactiveness dimensions of EO. The findings relate to the debate 
on the EO–firm performance link which is well captured in literature (e.g., Tang et al., 
2008), but increasing research reveals the EO–firm performance relationship largely 
exhibits nonlinearity (Kohtamäki et  al., 2019; Morić, 2022; Soares & Perin, 2020; 

Fig. 6  EO–FP relationship with environmental hostility–absorptive capacity interaction moderating effects

Fig. 7  EO–FP relationship with environmental hostility–absorptive capacity–organisational identity 
interaction moderating effects
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Tang et al., 2008). While the long-term effects of EO on firm performance have been 
scrutinised by Tang et  al. (2008) who found a curvilinear (inversed U-shaped) rela-
tionship between EO and firm performance using both the subjective and objective 
measurement approaches, other researchers also confirm that the EO and firm per-
formance relationship exhibits a curvilinear curve over time (Gupta & Gupta, 2015; 
Kohtamäki et  al., 2019), while the effects of EO (as both a gestalt and multidimen-
sional construct) on long-term performance (using ROA and Tobin’s Q, respectively) 
indicate that EO had an inverse U-shaped effect on performance with the EO dimen-
sion of innovativeness contributing positively to performance over time, whereas pro-
activeness and risk-taking had a significant negative effect on performance over time 
(Madsen, 2007; Morić, 2022; Šlogar et al., 2023). Another study which has relevance 
to the present study findings is by D’Souza, and Fan (2022), who proposed a capabil-
ity-anchored articulation of this relationship using a moderated-mediation interac-
tion. These authors suggested that their model indicates a negative and curvilinear 
relationship between EO and organisational performance for emergent organisations 
and a positive and curvilinear relationship for post-emergent organisations. This rela-
tionship is consistent with the reality of firms especially when the bounded rationality 
(Jia et al., 2021) of top management teams (TMTs), caused by the variance inherent in 
EO (Revilla et al., 2016; Shiferaw et al., 2023), makes possessing a valuable, rare, imi-
table and non-substitutable (VRIN) resource, that yields persistent sustainable per-
formance difficult to achieve (Abu-Rumman et al., 2021; Cosa et al., 2024).

Our study builds in this research direction to provide an accompanying explana-
tory framework for such contradictory results relating to the EO–firm performance 
relationship. In relation to the South African construction and materials sector, these 
findings suggest that in response to the persistent decline in performance, firms seem 
to have largely adopted EO practices which positively impact their FP, providing 
support for H1. Since the end of apartheid in 1994 South Africa has been on a long 
institutional reform path and is arguably one of Africa’s most advanced economies. 
Nonetheless, South Africa also has one of the highest inequality rates in the world 
and is characterised by a weak job-creating capacity leading to widespread unemploy-
ment and prevalent poverty rates (Urban, 2021). By establishing that EO positively 
impacts FP and interrogating validity of the various constructs in an African emerg-
ing market context we anticipate this will allow for replicative studies to take place in 
the future, in similar emerging market contexts.

H2 was also supported as far as the EO–FP relationship exhibits a U-shaped behaviour 
and is negatively moderated by environmental hostility. However, the U-shaped behav-
iour suggests that that in the context of environmental hostility, low to medium levels of 
EO translate into a decrease in FP and medium to high EO levels translate to an increase 
in FP albeit not to levels that could negate the overall negative moderating effects of 
environmental hostility. These findings underscore prior research findings that show 
how under conditions of hostility, increased market/demand turbulence causes firms to 
respond to this rapidly changing market by adopting non-predictive strategies, such as 
EO (Engelen et al., 2014). However, there are mixed findings in terms of the influence of 
a hostile environment on EO, where some researchers—specifically in the South African 
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emerging market context—argue that hostility results in competitive intensity which 
positively influences innovations.

H3 was supported as the results reveal that the EO–FP relationship is positively mod-
erated by its bricolage capability albeit marginally when compared to the hypothesis H2. 
This finding confirms that bricolage capability, which is concerned with restructuring or 
recombining exiting internal resources and capabilities to respond to new situations or 
opportunities (Sengura & Renyan, 2024), is positively related to the EO–FP relationship 
as a moderator. In this regard, the findings of the current study in relation to the positive 
moderating effect of bricolage capability on the EO innovativeness–FP relationship are 
consistent with the literature (Xiaobao et al., 2022). More specifically, the results suggest 
that this increase in FP was solely realised when there were medium to high levels of EO 
innovativeness. It seems that bricolage is an effective strategy to overcome the resource 
constraints facing firms in hostile environments. Additionally, the results have demon-
strated that bricolage capability is relevant to established firms as well as it helps firms 
to mobilise resources and overcome environmental constraints (Santos et al., 2022). In 
the South African context, this finding aligns with similar studies which highlight the 
moderating effect of interfunctional coordination, an essential element in restructuring 
resources, on the EO–performance (Mathafena & Msimango-Galawe, 2023). Similarly, 
others (Urban, 2021), show that EO–performance in South Africa firms is influenced by 
organisational boundaries, strategy, and resources.

In terms of H4 insofar the EO–FP relationship exhibits a U-shaped behaviour and is 
negatively moderated by ACAP, H4 cannot be supported. This U-shaped behaviour sug-
gest that low to medium levels of EO translates into a decrease in FP and medium to 
high EO levels translate to an increase in FP. This finding is somewhat surprising, and 
a plausible explanation could be that ACAP does not influence the EO–FP relationship 
because of inefficiencies relating to the way current and relevant information is acquired 
and processed. However, the findings of the current study are not entirely without prec-
edent and are comparable to and consistent with the study of Kohtamäki et al. (2019), 
where the authors show that ACAP negatively moderated the EO–performance rela-
tionship. Similarly, other studies in the South African context also highlight the com-
plex association between EO in terms of innovativeness and elements of ACPA, such as 
knowledge management (Urban & Matela, 2022). The current study findings also pro-
vide insights into how the postulations of D’Souza and Fan (2022) relating to the poten-
tial positive effects of ACAP and its variations on the EO–firm performance relationship 
could be affected by hostile environmental effects.

The results for H5a suggest that in the context of environmental hostility, the EO–
FP relationship exhibits a U-shaped behaviour and is positively moderated by the bri-
colage capability–organisational identity interaction. The U-shaped behaviour suggest 
that in the context of the environmental hostility–bricolage capability–organisational 
identity interaction, low to medium levels of EO translates into a decrease in FP and 
medium to high EO levels translate to an increase in FP. Our findings are in line with 
research conducted by D’Souza and Fan (2022), who shows how environmental turbu-
lence-induced innovations are facilitated through OI steering the process by its ‘who are 
becoming’ lens. The results for H5b suggest that in the context of environmental hostil-
ity, EO–FP relationship exhibits a U-shaped behaviour and is positively moderated by 
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the absorptive capacity–organisational identity interaction. This U-shaped behaviour 
suggest that low to medium levels of EO translates into a decrease in FP and medium to 
high EO levels translate to an increase in FP. A plausible explanation for these results, is 
that when viewing ACAP through the OI lens the acquisition and processing of current 
and relevant information relating to market changes, market demands, and customer 
needs is strengthened, leading to an increase in the EO–performance relationship. 
Similarly, from a South African perspective, Gantsho et al., (2024) show how consumer 
perspectives and branding affect EO–performance. These findings are congruent with 
other researcher findings which explains knowledge transfer based on ACAP and show 
how firms need to focus strongly on OI to increase its effectiveness (Naqshbandi & Tab-
che, 2018). Overall our results are congruent with previous studies (e.g., D’Souza & Fan, 
2022; Gupta & Gupta, 2015) which also reveal contradictory results associated with the 
EO–firm performance relationship, and how the variance inherent with environmental 
hostility could be leveraged using variables such as bricolage capability, ACAP, OI, and 
their respective interactions to sustain firm performance. These findings resonate with 
recent studies (Urban & Govender, 2024) in the South African context which emphasise 
through an integrated model the complex interplay of antecedents and moderators driv-
ing entrepreneurship activity in South Africa.

Theoretical and managerial implications

Our study provides several contributions to the literature where previously unrelated 
constructs were brought together in a framework to help explain the contradictory 
results associated with the EO–FP relationship. This framework and empirical testing 
provide scholars with alternative ways to create new theoretical linkages between these 
constructs and paves the way for more the development of more complex conceptual 
models that could explain the EO–firm performance relationship. Additionally, by vali-
dating the psychometric properties of the constructs under examination in an African 
market context, allows for replication studies to take place in other similar emerging 
market contexts.

The study findings have several managerial implications which suggest that in hostile 
environments, managers by reflecting upon the current, past, and future state of their 
firms, i.e. their organisational identity, could strengthen the extent to which their bri-
colage capability and ACAP optimises the EO–FP relationship. Managers in the South 
African construction and materials sector need to appreciate how various internal 
resources and capabilities could be orchestrated for optimum performance and how 
these could be complementary and consistent with an EO. In this regard, firms should 
pay particular attention (a) to changes in their external environments, i.e. to invest in 
environmental scanning activities, develop evaluation and control mechanisms that 
guide, (b) how they apply EO, and (c) how they leverage from internal resources and 
capabilities, such bricolage capability, ACAP, and OI.

Study limitations and future research
The current study only focused on surviving firms in the South African construction and 
materials sector and excluded failed firms. This survival bias limitation could be over-
come by including data on failed firms to provide many insights into the nature of the 
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EO–sustainable financial performance relationship. Moreover, the conceptual model 
developed for the purpose of this study is by no means representative of all performance 
improving strategies in firms. Bricolage capability, ACAP and OI are not exhaustive of 
all managerial strategies that could be used as complementary resources and capabilities 
to sustain financial performance. Therefore, examining other strategies such as market 
orientation and digital technology adoption could be used in future research focused 
on DI in emerging markets. Future research could assess the EO–FP relationship across 
diverse sub-context organisational environments to isolate the determinants of bricolage 
capability, ACAP and OI within the organisational ecosystem.

Conclusion
We anticipate that our study conceptual framework, which draws on the vast litera-
ture of EO–performance relationship, will assist in better understanding the moderat-
ing effects of bricolage capability, absorptive capacity, and organisational identity, while 
accounting for the hostile environment setting of the South African construction and 
materials sector. By testing new organisational configurations to further support the 
EO–performance relationship, we contribute and extend the theoretical and empirical 
reach of theory on the EO construct. It is anticipated that our research will stimulate 
the development of more complex EO conceptual models, where valuable insights are 
gained into how an organisation could respond to the demands of hostile external envi-
ronments, especially in an African emerging market context.
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