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ABSTRACT

After the Competition Commission of South Africa condemned and put a stop to
the mandatory use of government gazetted fee scales for Professional Quantity
Surveyors (PrQS), competitive bidding was introduced as a procurement system
for professional services. The South African quantity surveyors are now
competing on bid price for contract appointments in the public sector (competitive
bidding). Discounts offered have increased exponentially over the years,
especially in periods of work scarcity.

This study investigates the influence that competitive bidding has on business
growth. Secondly, the study assesses how the entrepreneurial orientation of
quantity surveying practices is influenced by competitive bidding.

A review of relevant literature identified the challenges that are brought about by
competitive bidding. The study also focused on entrepreneurial orientation and
identified similarities between what is required for competitive bidding and what

dimensions of entrepreneurial orientation a quantity surveyor should possess.

The research methodology is quantitative in nature and the data collection
method used is a web-based questionnaire which explored the three variables,

competitive bidding, business growth and entrepreneurial orientation.

The results suggest that quantity surveyors who possess entrepreneurial
orientation are less influenced by competitive bidding and that competitive
bidding does have a negative influence on business growth.

Key findings made included that bid price alone should not be used to determine
the suitability of a firm. Rather, the quality of work, experience and qualifications
must form the basis of the criteria for determining a firm’s suitability. It is further
recommended that the competition law be amended to exclude quantity
surveying practices and other professional service providers from competitive
bidding.
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CHAPTER 1: INTRODUCTION

1.1 Introduction

This chapter describes and explains the purpose of this research as well as its
evolving context and underpinning problem statement. The significance of the

research and its delimitations are also articulated.

1.2 Context of the study

The main aim of this research study is to investigate the influence the change in
the South African government procurement system for professional quantity
surveyors (PrQS) has on their entrepreneurial orientation (EO) and business
growth.

The South African government has a responsibility of providing infrastructure
such as schools and health care facilities to its citizens. The backlog on both the
provision of new infrastructure and upgrading or maintenance of the old is still
enormous, hence the sizeable infrastructure spending that the country is

experiencing.

Due to the magnitude of the work and lack of capacity within the government
departments, service providers are procured to undertake such works using
approved procurement systems. Onkonkwo (2014) identified that procurement of
professional service providers (PSPs) by both public and private sector clients in
South Africa is mostly through competitive bidding which is in line with
government legislation and related regulations e.g. the Construction Industry
Development Board (CIDB) and South African Treasury procurement guidelines.

It has been widely reported that the government procurement frameworks, which
provide for the awarding of highest points to the lowest priced bid, leave officials
employed by government with little choice but to award bids to the lowest priced

bidders for fear of audit queries if they do not follow these guidelines.



This practice has resulted in the bid price being the competing factor in the
quantity surveying profession, rather than the quality of service (Pottinger, 1995;
Onkonkwo, 2014).

In order to increase the chances of being awarded a bid, discounting of fees for
services to be offered has since become a norm amongst PrQS in South Africa,
as the preferred bidder usually being the lowest priced.

Prinsloo and Andersen (2015) noted that many practices offer large discounts in
order to secure work, but do not actually calculate whether they will still make a
profit from the project when determining the size of the discount they are offering.
These authors further highlighted that due to the limited work available from
private clients, many quantity surveying companies are now looking to secure
work from Government. Okonkwo (2014) reported that this practice of lowest cost
bidding for the procurement of consulting quantity surveyors in South Africa has
also made the problem of price-based competition by consultants much worse
and that the process is often manipulated by clients to their advantage. This
practice suggests that it is the business which suffers in the end. According to
Thela (2014) the professional bodies have always maintained that professional
services are not goods, and as a result the use of competitive bidding methods
is an inappropriate procurement strategy for professionals, Oyeyipo (2016)
further argued that the construction industry in many countries is an environment

of competitive business which is generally driven by the lowest cost rationale.

1.3 Problem statement

Professional quantity surveyors are responsible for any professional advice they
provide to their clients. The nature of their operations therefore is that of self-
imposed ethical behaviours. Ethical behaviour is defined by Ray, Hornibrook and
Skitmore (1999) as a typical legal behaviour and a collection of moral principles.
With the inherent risks associated with provision of these services, the reward is
heavily affected by the enormous discounts which lead to reduced profit margins,

reduced turnover and limited growth for some if not all quantity surveyors.



Prinsloo and Andersen (2015) stated that the compulsory competitive bidding
process means that quantity surveyors must bid for work which invariably
requires them to bid for less than the recommended fee scales to have a chance
of securing the work. With the South African economy currently in technical

recession, competition remains aggressive in the nation’s construction industry.

Shehu (2014) signified entrepreneurial orientation (EO) as the willingness of
entrepreneurs to engage in more innovative, risky as well as uncertain activities
in the industry to ascertain and accurately discover new opportunities before their
competitors. EO is therefore regarded as a link between firms and their growth or
sustainability thereof.

Aim of the study:

To determine the influence of competitive bidding on entrepreneurial orientation
and business growth of quantity surveyors since the introduction of the new

procurement system for public sector projects.
Sub Aims:

Sub-aim 1: To assess the influence of competitive bidding on the business

growth of quantity surveyors

Sub-aim 2: To evaluate the influence of competitive bidding on quantity

surveyors’ entrepreneurial orientation

1.4 Research Purpose

The purpose of the study is to investigate the influence that the change in the
South African government procurement system for PrQS has had on their EO

and business growth.

Onkonkwo (2014) identified that procurement of PSPs by both public sector and
private sector clients in South Africa is mostly through competitive bidding aligned
with government legislation and related regulations e.g. the Construction Industry
Development Board (CIDB) procurement guidelines.



It has been widely reported that the government procurement frameworks which
provide for the awarding of highest points to the lowest priced bid leave public
sector officials with no choice but to award contracts to the lowest priced bid for
fear of negative audit reports if they do not follow the set guidelines. This practice
has resulted in price-based competition in the quantity surveying profession,
rather than competition based on quality of service (Pottinger, 1995; Onkonkwo,
2014).

In order to increase the chances of being awarded a bid, discounting of fees for
services to be offered has since become a norm amongst practising PrQS in
South Africa, as the preferred bidder is usually the lowest priced.

Claasen and Cumberlege (2014) noted that these discounts are sometimes up to
70% lower than the provisions of the Tariff of Professional Fees published by the
South African Council for the Quantity Surveying Profession (SACQSP) in
respect of services rendered by quantity surveyors. These fee scales are
supposed to promote a fair and reasonable remuneration to quantity surveyors
for their expertise and competence to perform the relevant service (SACQSP,
2013: 1 - 27). Instead, these tariffs are now mostly used by quantity surveyors as
a basis from which a discount is calculated (Prinsloo & Andersen, 2015).

Okonkwo (2014) reported that the prevalence of lowest cost bidding for the
procurement of consulting services in South Africa has also exacerbated the
problem of price-based competition by consultants and that the process is often
manipulated by clients to their advantage. Thela (2014) argued that professional
bodies have always maintained that professional services are not goods, hence
the use of competitive bidding methods is inappropriate.



1.5 Conceptual/theoretical definition of terms

Terminology utilised throughout the study is briefly clarified herein.
Entrepreneurial Orientation (EO)

Lechner (2014) defines EO as the processes, structures and behaviours of firms
characterised by innovativeness, pro-activeness, risk-taking, competitive

aggressiveness and autonomy.

The notion of EO refers to the processes, practices and decision-making styles
at firm level. EO is of vital importance for organisational success and a key driver

of increased performance (Urban, 2008).

EO pertains to the behavioural tendencies, managerial philosophies and strategic
decision-making practices that are entrepreneurial in nature. In the
conceptualisation of EO, a firm is entrepreneurial because it engages in the
exhibition of innovative, proactive and risk-taking decisions and actions
(Anderson & Eshima, 2011).

Entrepreneurship

Entrepreneurship entails capturing of ideas, converting them into services and/or
products and then taking those products to the market (Johnson, 2010). Although
the study of entrepreneurship has traditionally focused on economic growth and
wealth, several studies of entrepreneurs have found that financial gain is not the

primary motivator for initiating or maintaining a business (Balog, 2014).

Entrepreneurship is considered a major contributor to global economic growth,
and even though as an academic discipline it is still considered as relatively new,

its origin can be traced back to the seventeenth century (Ernest, 2015).
Quantity Surveyors

In a construction project, the quantity surveying professionals or quantity
surveyors assist in solving problems arising from construction costs, construction
management and construction communications (Seeley, 1984; Cunningham,
2014).



Professional Service Provider

A professional service provider is a business, an individual or a legal entity that
offers professional services, the most common service being consulting to its

clients in exchange of payment (Okonkwo, 2014).
Competitive Bidding

Competitive bidding is predominantly known as tendering and is when a client
invites bids for a particular work or project through invitation, which can be either
open or selected (sometimes referred to as competitive tendering). The bid
document normally states the evaluation criteria to be implemented when
awarding the bid. The bidding process generally consists of three stages: the pre-
bidding stage, bidding stage and post bidding stage (Mathonsi & Thwala, 2012).

Oyeyipo (2016) elaborated that bidding is said to be achieved in a fair way, set
out to produce the lowest commercially-viable bid price in the current market
condition and involves making strategic decisions as it concerns the financial,
managerial, manpower and physical resources of the firm before considering

embarking on the project.
Competition Commission

The Competition Commission of South Africa is constituted according to the
Competition Act 98 of 1998. One of its primary objectives is to control and
evaluate restrictive business practices, abuse of dominant positions and mergers
in order to achieve equity and efficiency in the South African economy
(Competition Act 98 of 1998).

South Africa (Study Area)

The area for this study is South Africa which is located at the southern border of
the African continent. It is 1,233 404 km? in size and consists of nine provinces.
South Africa has a population of 47 million people, and about 80% of those are
Africans (Department of Tourism, 2017).



Construction Industry Development Board (CIDB)

The Construction Industry Development Board was established in terms of the
CIDB Act 38 of 2000 to promote uniformity in construction procurement, amongst
other objectives. The CIDB also establishes a national register of contractors
(Mathonsi & Thwala, 2012).

Procurement

In the South African government context, procurement is the process where the
government acquires goods or services and/or when it sells or lets assets (Van
der Walt, 2012).

South African Council for the Quantity Surveying Profession (SACQSP)

The Act for the quantity surveying profession (Act 49 of 2000) supports significant
representation by professional quantity surveyors on the South African Council
for the Quantity Surveying Profession (SACQSP). The council regulates matters
including:

- Standards of education within tertiary institutions;

- Accreditation of tertiary institutions and professional standards (generally);

- Registration criteria for professional quantity surveyors; and

- A code of conduct to ensure that professional standards are maintained
(SACQSP, 2017: online).

Association of South African Quantity Surveyors (ASAQS)

The Association of South African Quantity Surveyors (ASAQS) is a voluntary
organisation for quantity surveyors in South Africa. Membership of the ASAQS
provides guidance and resources to succeed in quantity surveying and to stay

relevant and in touch of developments in the construction industry.

The ASAQS provides an environment in which professionals may learn, grow and
work together to advance the techniques and science of quantity surveying
(ASAQS, 2017: online).



Council for the Built Environment (CBE)

The Council for the Built Environment is a statutory body established under the
Council for the Built Environment Act (No. 43 of 2000). It is an overarching body
that coordinates six professional councils, namely: architecture, engineering,
landscape architects, project and construction management, property valuation,
and quantity surveying (CBE, n.d.).

1.6 Contribution of the study

This study is of significance for the subject of procurement practices of quantity
surveyors and PSPs by the South African public sector. It further highlights
challenges faced by these professionals because of competitive bidding, if indeed
any exist. The study would benefit student quantity surveyors, practising quantity
surveyors, academics and client bodies, especially with procurement of quantity
surveyors. This study would also enlighten quantity surveyors regarding certain

key fundamentals when bidding for work.

Few studies have focused empirically on competitive bidding amongst quantity
surveyors and such studies have either been conceptual or qualitative in nature
(Hoxley, 1998; Caldwell, et al., 2005; Frei & Mbachu, 2013; Claasen &
Cumberlege, 2014). A need for empirical quantitative research which focuses on
EO and company growth has also been confirmed by Venter (2014), who
reported that organisations which do not promote the dimensions of EO may
experience a negative effect on their performance and growth. This study focused
more on the dimensions important for EO and business growth, assessed the EO
constructs, especially innovativeness, competitive aggressiveness, risk-taking
and pro-activeness as they are imperative for a business to remain competitive
and therefore contribute immensely to business growth. EO contribute by
assessing the extent to which quantity surveyors are capable of taking risks (risk-
taking) and willing to innovate (innovativeness) or be involved in an innovative
process in order to create change (pro-activeness) whilst offering discounts
(aggressive competitiveness) to obtain work.

Lastly the study addresses lack of empirical research by focusing on the influence
of competitive bidding on EO and the business growth of quantity surveying firms.



1.7 Assumptions

The assumptions made in this study are that:

- The respondents would share relevant data for the purposes of this research

- The response rate would be high.

- The respondents would understand the purpose of the research, the question
and they would respond truthfully and to the best of their abilities.

- The SACQSP would circulate the questionnaire to all practising professional
quantity surveyors in South Africa on their database.

- The SACQSP database of professional quantity surveyors in South Africa
has up to date contact details of potential respondents.

1.8 Delimitations of the study

- The study only focused on the entrepreneurial orientation of the individuals
filling in the questionnaire.

- Because the study focused on competitive bidding, consideration was only
given to the public sector procurement system

- The respondents were practising quantity surveyors in South Africa,
registered as PrQS as defined by the Quantity Surveying Act, Act 49 of 2000.

- The respondents who received the questionnaire were all registered and had
up-to-date contact details with the SACQSP.



CHAPTER 2: LITERATURE REVIEW

2.1 Introduction

This chapter presents a review of literature and previous studies that are closely
related to this study. The conceptual framework that underpins this study was
mostly informed by the body of knowledge that exists, which identified how certain
variables in professional services and business relate to one another. The
conceptual framework presents the problem statement within the context of the
South African construction industry, focusing specifically on the quantity
surveying profession.

2.2 Literature background

The South African Council for the Quantity Surveying Profession (SACQSP) and
the South African government (represented by the Department of Public Works)
historically published fee scales relating to various types and sizes of construction
projects and thus no discounts were requested or offered (Fourie, 2012). Prior to
1994, the built environment professionals had previously been appointed from a
roster or panel to provide the required services to the public sector. Based on
these gazetted tariffs or scales of fees, quantity surveyors would then be
appointed by public sector clients from databases of pre-qualified registered
firms. Competition on the basis of fees was prohibited and quantity surveyors
were encouraged to compete in terms of high quality of service (CIDB, 2007;
Prinsloo & Andersen, 2015).

The South African government’s efforts to be transparent in procurement systems
and competitive bidding included a new regulation that all consultants in the built
environment (including quantity surveyors) should bid to offer services, stating
the bidding price and the firms’ Black Economic Empowerment (BEE) status.
Prinsloo & Andersen (2015), further elaborated that this compulsory competitive
bidding process is implemented in terms of South African law, for example, the
Municipal Finance Management Act No. 56 of 2003.



After the supply chain management regulations were issued in 2005, the situation
changed further from the use of alternative procurement methods such as open
and/or invited bids, with the new requirement being that the professional services
for public sector work should strictly be procured on a competitive basis (Fourie,
2012).

A memorandum titled the CBE report on interactions with the Competition
Commission was published in November 2012. In the memorandum the
Competition Commission ruled that that professional fees have an effect of
promoting price collusion and that is regarded as anti-competitive. (Prinsloo &
Andersen, 2015). The CBE made an application to the Competition Commission
on 01 April 2014 requesting the built environment to be exempted from
competitive bidding. This was in response to the ruling made in the memorandum
in 2012 (Notice no. 393 of 2014 of the Competition Commission).

That application was rejected on 20 January 2016 on the basis that the fee
guidelines used by professionals are non-competitive and could lead to price
fixing. This ruling supported abolition of the mandatory use of the tariff of fees by
public sector clients (Government Gazette, No. 39630, Notice 32 of 2016
published on 29 January 2016).

There are two categories of clients for quantity surveyors. One being the private
sector clients (private companies, trusts, NGOs, NPOs and individuals) and the
other being the public sector clients (national, provincial and local government
spheres). Private clients follow the private sector procurement strategies as per
their firm’s policies, whilst public sector clients (government) follow public sector
procurement policies as adopted by National Treasury. The competition
commission ruling of November 2012 was only for the public sector contracting

system and this study therefore focuses on this particular sphere.

Quantity surveyors in South Africa bid for government infrastructure programmes
including houses, hospitals, schools, clinics, ablution blocks, offices, libraries and
community halls. According to Goldblatt and Wood (1985), the state must protect
the health, safety and welfare of its citizens in general, and school children in

particular. As such, only licensed professionals may design and supervise the



construction of public facilities. In other words, the state has no option but to
procure the services of professional quantity surveyors (PrQS) for their

construction projects.

Van Stel (2007) reported that government departments have a wide range of
policies that assist Small and Medium Enterprises (SMEs), for example, to be
established and/or to experience growth. The reasoning behind such policies is
that SMEs are major sources of job creation, innovation and competitiveness in
a modern and growing economy. The South African government is responsible
for introducing policies such as Broad-Based Black Economic Empowerment
(BBB-EE), new procurement policies, competitive bidding etc. and such

government policies have an influence on the entire industry and its role players.

Competitive bidding involves taking risks and making strategic planning and
critical decisions that concern the manpower, managerial, financial and physical
resources of the business before considering commencing on any project
(Oyeyipo, 2016).

Because competitive bidding is for professional services, the pre-qualification of
bids and functionality assessments which take into account the capabilities of the
firm and previous experience are usually met by most professionals. This is
because professional services are governed by Professional Councils and
minimum education requirements, professional standards and conduct are
monitored very closely and are legislated. More often than not, the client would
then choose the lowest priced bid. Hoxley (1998) stated that it becomes a
concern when competition results in fees being cut to levels that cannot produce
an adequate quality of service as per the client’s requirements, as if this became

widespread it would bring the profession into disrepute.

Oyeyipo (2016) defined competitive bidding as the process for securing a
sizeable portion of the construction business by the contracting party. The focus
is thus on lowest priced bid and places emphasis on the pricing component as
the competitive advantage. Because significance is indirectly placed on the price
factor, in order to remain competitive, the bidding professionals resort to

20



drastically reducing their profit margins by offering discounts on their professional

fees.

Akintoye and Skitmore (1991) reported that low profits may be the result of low
mark-up values in competitive bidding in order to increase the prospects of
securing work. The writer supports the notion that it is during periods of intense
competition where limited projects are being implemented by the state that such
impact are felt. During the economic boom related to the 2010 World Cup
infrastructure development projects, it was perceived that there had been little
impact felt by professionals. Claasen and Cumberlege (2014) emphasise that the
offering of discounts on professional fees has become a major concern for South
African quantity surveying practitioners. The discounts are often around 30 — 40%
and the bid price mostly ends up much less than the Tariff of Professional Fees
published by the SACQSP.

The firms that insist on offering these excessively huge discount margins may be
pricing their services well below their costs. Mbatha (2013) advised that before
quantity surveyors decide to offer discounts on their fees, they need to be aware

of their own in-house overheads and cost structures as a minimum benchmark.

2.3 Competitive Bidding and Business Growth

Hoxley (1998) argued that the construction professions are not the only
professions that are subjected to highly competitive forces and falling fee levels
in recent years. Conveyancers, for example have also seen greatly reduced fee
levels. Frei and Mbachu (2013) further stated that professions must carry on
evolving in order to respond to the ever-increasing changes in the global business

environment.

It is normal for competition to generally increase during times when work is
scarce, and this certainly intensifies during periods of severe work shortages. At
present, competition is undoubtedly fierce in the construction industry in South
Africa. It can further be argued that quantity surveyors are not invulnerable to
these challenges and changes which threaten their existence. It requires dynamic
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and robust strategic transformation if the profession is to survive and remain
relevant (Frei & Mbachu, 2013).

Muthee-Mwangi and Ngungi (2014) stated that in a free market economy,
companies’ activity is a source of job creation and an important factor, with a vital
role and influence on economic development and the market in its entirety. The
contribution of such activity to income generation, economic development and
poverty alleviation is widely recognised as a determinant for a firm’s growth and
profitability.

2.3.1 Research Question 1:

What influence does competitive bidding have on business growth of quantity
surveyors in South Africa?

2.3.2 Hypothesis 1 (H1):

Competitive bidding has a significant negative influence on quantity surveyors’
business growth.

Competitive bidding result in the undercutting of profits in order to enhance the
chances of securing the work or the contract for the firm, this similarly means
reduction in the turnover of the business. Reduction in turnover may lead to
reduction in business growth.

According to Dada and Jagboro (2012), the quantity surveying profession is
forever faced with opportunities and challenges in new markets, but these are
often passed over because of a lack of relevant skills and competencies. They
further emphasised the need for quantity surveyors to refrain from being followers
and to rather be controllers of events.

Schumpeterian growth theory supposes that technological progress comes from
innovations produced by firms driven by the pursuit of growth and profits. What
this means is that each innovation is focused on establishing or creating some
new process or product which gives its innovator a competitive advantage over

its arch rivals. This it does by rendering obsolete some previous innovation and
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is in turn destined to be rendered obsolete by future innovations (Schumpeter,
1934). This study theorises that a business which has a competitive advantage

over its rivals/competitors is bound to experience business growth.

Harbuck (2004) stated that the reasons by public sector for using competitive
bidding are widely known and that one of these is securing the best work at the
lowest practical price, which maximises taxpayers’ money. Rahim, Abd-Rahman,
Wang, Othman and Zainon (2013) argued that it is not only the quantity surveying
profession and the construction industry role players who are competing for work,
other professions are also said to be losing their shares of the diminishing market
to others. The author further cites accountancy, large law and consultancy firms
as amongst those that are increasingly ‘infiltrating’ the market through various
forms of property management businesses, armed with competitive strategies to

challenge the existing players.

According to Akintoye and Skitmore (1991), in the business world, the
achievement of a healthy profit level is vital for both business survival and growth.
Jaafar, Aziz and Wai (2008) also acknowledged that the sustainability of
consulting firms largely depends on the firms’ strategies which ensure they
remain competitive and, secondly, on their ability to secure adequate volume of
work to ensure a healthy cash flow and profitability. Based on the above
assertions by Akintoye and Skitmore (1991) and Jaafar, et al. (2008), the
researcher theorises that a healthy cash flow leads to profitability which then
leads to business growth. Moreover, a reduction in profits may lead to reduction

in business growth.

Estrin (2012) noted that cumbersome government regulations and burdensome
rules can raise the costs of running a business and further highlighted that
government spending can crowd out private investment. Mbatha (2013) is of the
opinion that smaller firms and one-man firms are now in competition with large
corporations which have huge overheads including a responsibility to train junior
staff. The author’s view is that these large enterprises can afford to offer huge
discounts and therefore secure the lucrative government contracts on offer, which
makes this procurement system biased towards well established businesses and
ineffective for smaller entities as it affects their growth prospects.
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Akintoye and Skitmore (1991) reported that some businesses deliberately make
low profits in the short term by 'securing work' just to survive in periods of work
scarcity or in order to secure repetitive work from the same client. The problem
with this practice is that although the strategy may lead to long-term profits, the
dangers of underestimating input overhead costs are ever-present, and this
increases the risk of business failure or lack of business growth. This study
therefore theorises that low profits translate to slower or no growth of revenues
and assets.

Frei and Mbachu (2013) concluded that the threats that have been identified to
quantity surveying firms originate from a wide variety of sources including
technology, globalisation and economic trends. Furthermore, one of the factors
that is considered a structural threat includes the devaluing of quantity surveying
services through aggressive competition. Firms that have been offering
excessive discounts over an extended period may find that their financial stability
is severely threatened beyond break-even point and that they may eventually be
unable to absorb their day-to-day operating expenses, resulting in insufficient

funds being available to cover unforeseen expenditure.

Hinton and Hamilton (2015) reported that the construction industry continued to
implement competitive bidding despite the known challenges such as poor
service, poor quality of work and supply chain inefficiencies, which at the end of
the day affect the growth of companies. The study theorises that quantity
surveyors are engaged in competitive bidding which then reduces their profit

margins, and that this in turn influences their business growth negatively.

A firm may not necessarily make a profit on every bid awarded. Paradoxically
however, a firm is always expected by its shareholders to make adequate profits
on its total annual revenue and total turnover if it is to be sustainable and remain
in business (Akintoye & Skitmore, 1991). Accordingly, this study therefore

theorises that healthy annual profits may lead to adequate company growth.
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2.4 Competitive Bidding and Entrepreneurial Orientation

According to Muthee-Mwangi and Ngungi (2014), entrepreneurial orientation
(EO) has been acknowledged as a key determinant for profitability, business

growth and superior performance including longevity.

Lumpkin and Dess (2001) reported that EO consists of five dimensions:

1. Innovativeness — creating and inventing new ideas and experiments by
introducing new services and/or products.

2. Risk-taking — entails taking bold actions of venturing into the unknown
and/or committing significant resources in uncertain environments.

3. Pro-activeness — involves opportunity-seeking and anticipating future
events by introducing new services and products before the competitors.

4. Competitive aggressiveness — the intensity of a business’s efforts to
outperform its competition. It is characterised by aggressive efforts such
as price cutting.

5. Autonomy — decision-making that is independent and is directed towards

seeing the venture come into fruition.

An entrepreneurial firm is viewed as the one that engages in product-market
innovation, undertakes somewhat risky ventures, and is first to introduce pro-
active innovations before rivals do so (Frank, Kessler & Fink, 2010). According to
Anderson and Eshima (2011), a firm that possesses a high level of EO is
expected to show similarly high levels of innovativeness, pro-activeness and risk-
taking.

Muthee-Mwangi and Ngungi (2014) stated that EO has primarily been discussed
from a firm level perspective as well as from an individual level perspective, which
investigates the relationship between business performance and business
owners’ EO. The extent to which quantity surveyors, from both an individual and
firm level are capable of taking risks (risk-taking) and willing to innovate
(innovativeness) or be involved in an innovative process in order to create change
(pro-activeness) whilst offering discounts (aggressive competitiveness) to obtain

work is not widely researched.
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Such innovation can either be within the quantity surveying spectrum or outside

the quantity surveying boundaries and profession (autonomy).

Frank, Kessler and Fink (2010) defined EO as a company’s strategic orientation
that encapsulates the specific entrepreneurial aspects of decision-making styles,
strategies, methods and practices. Their analysis indicates a positive connection
between EO and business performance.

2.4.1 Research Question 2:

What influence does competitive bidding have on quantity surveyors’
entrepreneurial orientation (EO)?

2.4.2 Hypothesis 2 (H2):

Quantity surveying practices who possess entrepreneurial orientation (EO) are

not strongly influenced by competitive bidding.

Tajeddini (2010) reported that for every company to stay relevant and sustainable
in these trying times because of globalisation, an explosion of technology in
recent years and aggressive competition in the marketplace, it is key that

companies possess innovation and differentiation.

Competitive bidding being a government regulation, He, Ghobadian and Gallear
(2016) argued that such regulations neither improve nor significantly harm
performance but are instead one of many drivers of innovation, and identifies the
effects of regulated innovations on competitiveness as being similar to those of
innovations motivated by other pressures. Flynn and Davis (2017) emphasised
that two dimensions of EO, being proactiveness and innovativeness are related
to contract search and bid submission activities, and that engaging with
customers proactively is associated with higher rates of positive bidding. Based
on the theory stated above by Flynn and Davis (2017), the researcher theorises
that quantity surveyors ought to be proactive and innovative to be competitive

and to succeed with competitive bidding.
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Lee and Peterson (2000) reported that a company’s EO refers to the
entrepreneurial process, namely the methods, practices and decision-making

styles used to act entrepreneurially.

Muthee-Mwangi and Ngungi (2014) mentioned that EO has been conceptualised
as the process and decision-making activities used by entrepreneurs which leads
to entry and support of company activities, and as the strategy-making processes
that provide organisations with a basis for entrepreneurial decisions and actions.

Thus, EO is generally considered as a key ingredient for a firm’s success.

This study theorises that to be successful with competitive bidding, one needs to
undertake the dimensions of EO as a process and be proactive, pursue risk-
taking and be innovative. As Tajeddini (2010) reported from a service point of
view, innovativeness is defined as its degree of newness relative to the company

and to the outside world.

According to Lee and Peterson (2000), those who experiment with promising new
innovations and technologies seize opportunities or in other ways demonstrate
initiative or decision-making competence are more likely to be successful
business people than those who do not display such behaviours. Wiklund and
Shepherd (2003) mentioned that EO can explain, in part, the managerial
processes that allow some firms to be ahead of their competitors, as EO
facilitates the actions of companies based upon early signals from their internal
and external environments. This study further theorise that in order to be
competitive and stay relevant, businesses need to be innovative and create
initiatives. This is affirms Tajeddini (2010), who described innovativeness as the
“creation of newness” or the “adoption of an idea/behavior that is new to the
organization”. Tajeddini further states that innovativeness depicts a company’s
ability to develop, launch and commercialise new products or services at a fast
rate and ahead of its competitiveness.

Entrepreneurial firms wishing to improve their positioning need to outpace
competitors, thus competitive aggressiveness influences how competitive
strategies are implemented.
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Autonomy is positively associated with the commencement of entrepreneurial
activities, the creation of an entrepreneurial environment, and opportunity search
and exploitation behaviours (Lechner & Gudmundsson, 2014). According to
Muthee-Mwangi and Ngungi (2014), high adoption of innovativeness, risk-taking
and pro-activeness is seen as a key ingredient to business success.

Naldi et al. (2007) analysed the relationship between EO and performance. The
authors reported that across studies, these constructs were positively correlated;
however, the analysis also showed that risk-taking had a significantly smaller
correlation with performance than other aspects of EO.

Venter (2014) further highlighted that there’s a positive relationship between the
dimensions of EO with business performance and success. In real world business
practice, this statement suggests that companies which are more entrepreneurial
orientated perform better. As companies get used to submitting and resubmitting
bids, Flynn and Davis (2017) reported that the procedural capability enables
businesses to become more efficient in their bidding, hence the cost-benefit ratio
of bidding for public contracts improves as a result. Based on theories by Venter
(2014), Lechner and Gudmundsson (2014) and Muthee-Mwangi and Ngungi
(2014), the writer theorises that quantity surveyors who possess some, if not all,
of the dimensions of EO are inclined to have their businesses perform better and
succeed through competitive bidding.

2.5 Conceptual framework

Nhemachena (2016) stated that the conceptualisation of the relationships in the
framework is informed by review of literature relating to the independent and
dependent variables.

From the extensive literature review conducted to establish the theoretical
framework for this study, two key factors have been identified as having
relationships with competitive bidding (see Figure 1).
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Conceptual Framework

The writer developed the conceptual framework of this study based on the

literature review.

The study’s conceptual framework is presented as Figure 1:

DEPENDENT
INDEPENDENT VARIABLE VARIABLES
4 )
P Business
Growth
H1
Competitive
Bidding

Orientation

J Entrepreneurial
H2 L

Figure 1. Conceptual Framework

Source: Author’s own conceptual frame adapted from Entrepreneurial Orientation
five dimensions theory by Lumpkin and Dess (2001).

These factors are (1) entrepreneurial orientation and (2) business growth., from
which hypotheses were subsequently developed. The conceptual framework
illustrates the relationships between competitive bidding (independent variable),
business growth (dependent variable) and entrepreneurial orientation (dependent

variable).

Venter (2014) reported that there is a positive relationship between being pro-
active and being innovative towards business growth. Research clearly indicates
that entrepreneurs are more successful when they possess some of the

dimensions of EO and when they apply these successfully in their businesses.
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According to Anderson and Eshima (2011), a company that possesses a high
level of EO is expected to show high levels of innovativeness, proactiveness and
a willingness to take risks. Notably, EO links to a number of key performance
indicators including sales growth, profitability and non-financial performance
measures such as levels of innovativeness, proactiveness and a willingness to
take risks.

2.6 Conclusion of literature review

The literature review ascertained that little research has been carried out on
competitive bidding in South Africa, particularly within the quantity surveying
profession.

Previous studies confirmed that EO has an influence on company performance
and business growth through the dimensions of innovativeness, competitive
aggressiveness, proactiveness, risk-taking and autonomy. To be successful and
participate positively with competitive bidding, this study theorises that some of
these EO dimensions are required, namely risk-taking, competitive
aggressiveness and proactiveness. The next chapter focuses on the
methodology of this study.
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CHAPTER 3: RESEARCH METHODOLOGY

This chapter describes the research methodology adopted for this study. The
chapter is structured as follows: first the research design is discussed, followed
by the research philosophy, research instrument, study population and sample
size. Thereafter, the procedure for data collection, data analysis and
interpretation is discussed.

3.1 Research paradigm

The nature of this study is diagnostic, therefore a quantitative research method
was employed. Kothari (2004) states that studies which investigate whether
certain variables are associated with something else are examples of diagnostic
research studies and, since the aim of those studies is to obtain complete and
accurate information, the research design must make enough provision for
protection against bias and must be rigid and conclusive. A combination of
closed-ended and open-ended questions were formulated based on the literature

reviewed and used to frame the research questions.

The paradigmatic basis of this research study is positivism. The positivist
paradigm takes a deductive approach to research and uses a quantitative
approach to test hypotheses and theory (Nhemachena, 2016). The author further
highlighted the primary purpose of quantitative research as being to establish

relationships between variables informed by theory.

The ontological basis of this study is one of realism. Krauss (2005) reported that
the concept of reality embodied within realism is one that extends beyond the self

or consciousness, but which is not wholly discoverable.

This study identifies variables of entrepreneurial orientation (EQ) and company
growth, analyses and tests their relationship with competitive bidding, and

confirms or denies how these variables relate.
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3.2 Research design

The research is a formal study. According to Cooper and Schindler (2014), the
goal of such a study is to test the hypotheses or answer the research questions

posed.

This research study was based on a quantitative research design, which is
described by Venter (2014) as a research method that is widely used to answer
a specific research question or to test a hypothesis. A literature review leads to
the development of the research hypothesis.

The empirical observation process is aimed at retrieving detailed information on
the study population in order to reach valid conclusions and to make accurate

recommendations.

The research questions were formulated by correct phrasing of the questions, as
the questionnaire is vital in determining the influence of competitive bidding on
EO and company growth of professional quantity surveyors (PrQS) in South
Africa. Closed-ended questions were used as they reduce the respondents’ bias
(Kothari, 2004).

3.3 Population and sample

3.3.1 Population

The target population for this study were all professional quantity surveyors
(PrQS) in South Africa, registered with the South African Council for the Quantity
Surveying Profession (SACQSP) as PrQS. One other requirement was that they
must be in private practice as associates, shareholders, directors, employees,
sole members or non-executive directors of existing quantity surveying firms. The
SACQSP confirmed the number of active registered PrQS in South Africa to be
2 105 (SACQSP, 2017: online).
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3.3.2 Sample and sampling method

Sampling entails selecting representative elements of a population from which
empirical analysis can be conducted and inferences made about the whole
population (Cooper & Schindler, 2014). Representativeness of the survey
population was the key focus in data collection. Because the population size is
large, a sample of 1 000 PrQS was targeted and the questionnaire was indeed
forwarded to 1 000 recipients (sample), which make up about 50% of the
Population.

The research questionnaire was distributed electronically by the Association of
South African Quantity Surveyors (ASAQS) and the SACQSP to a sample of 1

000 PrQsS via their website, emailing list and newsletters.

A simple random sampling technique was used wherein the participants were
chosen purely by chance, as the study covers all nine provinces of South Africa.
Cooper and Schindler (2014) reported that only probability sampling offers the
opportunity to generalise the findings to the population of interest from the sample

population.

In order for the results to be valid, a statistically representative sample size is
required. According to Claasen and Cumberlege (2014), the contemporary built
environment survey response rates are generally low and in the range of 7% to
40%. For this study, a response of 110 completed questionnaires from the sample
size of 1 000 was regarded as an acceptable response rate (11%).

Field (2009) stated that the minimum acceptable sample size is based on whether
a researcher wants to test the overall fit of the regression model (i.e. test the R?)
and, secondly, whether the researcher wants to test the individual predictors

within the model (i.e. test b-values of the model).

If one wishes to test the individual predictors, Field suggests a minimum sample
size of 104 + k, so with 1 predictor (k) for this study, a minimum sample size of
104 + 1 = 105 is required. This further confirmed that the minimum recommended

response rate of 110 participants is acceptable.
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3.4 The research instrument

A structured questionnaire was adopted as a data collection instrument because
of its adaptability to different circumstances (Leedy & Ormrod, 2010). The
questions were framed in a clear manner to elicit responses pertaining to the

research objectives without ambiguity and bias.

The questionnaire contained five sections. The first was the biographical section
(which sought to elicit information on demographic data; eight questions were
included to address this section). The second section included seven questions
which related to the participant’s organisation. The third section was on
competitive bidding variables and had eight questions. The fourth section had 17
questions on EO, while the fifth and final section on business growth had four
questions included for this variable.

Question 7 asks about other business interests the Quantity Surveyor has, to
ascertain the level of risk adversity they possess. One of the EO dimensions
(risk).

Question 8 asks the Province the Quantity Surveyor is based to ensure that all

the provinces in South Africa are represented by the sample.

Question 17 asks about how many times the firm bids in order to ascertain the
competitive aggressiveness, which is also one of the dimensions of EO.

A web-based questionnaire (Qualtrics) was utilised, as it offers convenience and
anonymity to the respondents. Respondents could complete the questionnaire in
the comfort of their own homes or offices and at their own time. This method also
requires much less time to administer, as questionnaires can be sent to potential
respondents wherever they are, as they can access them on smart phones and
tablets (See Annexure A for the research instrument).
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3.4.1 Pilot Study

A pilot study was conducted for a period of two months. The aim of the pilot was
to cross-check the content of the instrument questions to ensure that the research
instrument was reliable. It was also crucial to check the time it took to complete
the questionnaire.

The pilot questionnaire had 29 questions in order to enhance its reliability, to
ensure its validity and to test if the questions were clear and not ambiguous. The
questionnaire was piloted with 30 PrQS in various provinces in South Africa.
Cooper and Schindler (2014) stated that a pilot test is conducted to detect
weaknesses in design and instrumentation and to provide proxy data for selection

of the probability sample.

After conducting a simple linear regression from the results of the pilot study, the
questionnaire was further expanded and adjusted in order for the questions to
address the variables precisely, hence the final instrument herein attached (see

Annexure B for the pilot study).

3.5 Procedure for data collection

The method of data collection entailed structured questionnaires which were
distributed electronically using a web-link to the online questionnaire that was
generated. Access to the population was obtained with the assistance of the
South African Council for the Quantity Surveying Profession (SACQSP) through

their database.

The primary data was used and data was collected between October and
November 2017. The data was captured and coded in Excel and then imported
to SPSS for statistical analysis.
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3.6 Limitations of the study

This study is based on a quantitative survey and one limitation of this study is that
the researcher cannot ask follow-up probing questions to unpack the reasoning
behind the results of the survey. This limitation was addressed through the
qualitative question asked at the end of the survey as seen on the research
instrument, whereby each respondent was asked for additional comments to

elaborate on their reasons for completing the survey in a particular order.

It is also acknowledged that previous studies indicated that contemporary built
environment survey response rates are low, being in the range of 7% to 40% in
general (Claasen & Cumberlege, 2014).

3.7 Data analysis and interpretation

The empirical analysis has been based on descriptive statistics, correlation and
multiple linear regression analysis. Both the inferential and descriptive statistics
were derived from the latest Statistical Package for the Social Sciences (SPSS)
for data capturing and analysis. Results are presented graphically and as
descriptive statistics methods including percentages, frequencies, averages and

summary statistics.

The empirical analysis starts with the descriptive statistics and was used to assist
with the cross-checking and cleaning of the regression model variables.
Descriptive statistics such as measures of centrality (mean, standard deviation,
etc.), spread and distribution of variables were computed for each of the
dependent and independent variables.

Correlation is how relationships between variables is expressed statistically by
looking at two measures: covariance and the correlation coefficient (Field, 2009).
Before conducting regression analysis, the data was tested to ensure that it does

not violate any assumptions. The following are some of the assumptions tested:

(See Annexure D for some of the results)
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Variable types: The predictor variable must be quantitative or categorical (with
two categories), and the outcome variables must be quantitative, continuous and
unbounded (Cooper & Schindler 2014).

Non-zero variance: The predictors should have some variation in value (i.e. they
do not have variances of 0) (Cooper & Schindler 2014).

No perfect multicollinearity: There should be no perfect linear relationship
between two or more of the predictors (Cooper & Schindler 2014).

Predictors are uncorrelated with ‘external variables’: External variables are
variables that have not been included in the regression model which influence
the outcome variable. Field (2009) stated that in regression analysis, a model is
fit into the data and used to predict values of the dependent variable from one or
more independent variables. It is a way of predicting an outcome variable from
one predictor variable (simple regression) or several predictor variables (multiple

regression).

3.8 Validity and reliability of research

Leedy and Ormond (2010) explained validity through two basic questions: Does
the study have enough control to ensure that the conclusions drawn are truly
justified by the data? And, can the researcher use what has been observed in the
research to generalise to the population?

Cooper and Shindler (2014) define validity test estimates as the degree to which
the researcher is measuring what s/he intends to measure. It encompasses
quality, rigour, trustworthiness and appropriateness of the method adopted to

answer the research question

Nhemachena (2016) stated that there are many types of validity including
internal, external, content, criterion and construct validity. This study measured

external and internal validity.
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3.8.1 External validity

External validity tests whether an observed causal relationship generalises
across persons, settings and times (Cooper & Schindler, 2014). This study
investigated the influence between competitive bidding, company growth and
entrepreneurial orientation. The writer is of the view that results from the

relationship can be generalised to the entire population of quantity surveyors.
3.8.2 Internal validity

Internal validity tests whether the conclusions drawn from a demonstrated

experimental relationship truly imply cause (Cooper & Schindler, 2014).

This implied testing whether conclusions drawn in this study between two
constructs would not be affected by threats such as history, maturation, selection,
testing, instrumentation, statistical regression and experiment mortality (Cooper
& Schindler, 2014).

3.8.3 Reliability

Reliability is concerned with estimates of the degree to which a measurement is
free of random or unstable error (Cooper & Schindler, 2014). Piloting the
questionnaire allowed for content validity, accuracy and ease of understanding
and identification of corrections to be made before the research instrument was

adopted for use in the sample population.

The reliability of the study was assured by Cronbach’s alpha coefficient.
According to Leedy and Ormond (2010), reliability refers to the degree to which
the data collection method would yield consistent findings, whether similar
conclusions would be reached by other researchers or if there is transparency
from the raw data.

Reliability tests were conducted when all the data was gathered before the final
analysis. If the scales were found to be reliable, this implied that there won't be
any need to adjust the scale items. If however the scales were found not to be

reliable, the necessary adjustment was implemented.
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The competitive bidding, company growth and EO was tested using Cronbach’s
alpha coefficient. The acceptable alpha coefficients range between 0.65 and
0.80. Reliabilities less than 0.60 are considered poor, those in the range of 0.7
are considered acceptable, and those over 0.8 are deemed to be good (Cooper
& Schindler, 2014).

3.9 Ethical considerations

Ethical issues were addressed in this study, and respondents were assured of
confidentiality, anonymity and voluntary participation in the study. These were
addressed in detail in the information cover letter, which detailed the purpose of
the study and was distributed with the research instrument. The consent form
also described the nature of the research and how participation in the study would
affect or benefit the participants. No personal information was required in the
research instrument, which ensured that respondents remained anonymous and
their responses confidential.

Furthermore, a letter of approval or ethical clearance of the study from the Wits
Business School was made available to all respondents.

3.10 Chapter conclusion

This chapter presented the quantitative research methodology. The sample of 1
000 PrQS was targeted for this study. A structured web-based questionnaire was
chosen as a data collection instrument. The questionnaire was explored including
the type of questions asked and the data analysis method of the responses. A
pilot of the questionnaire was carried out prior to data collection and amendments
subsequently made. The data was captured in Microsoft Excel and then imported

and analysed using the latest SPSS software for data capturing and analysis.

Finally, ethical considerations were explored with informed consent, respondents’
confidentiality and the right to privacy highlighted. Within this methodology,
ethical issues have been addressed ensuring that anonymity and confidentiality

are maintained.
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CHAPTER 4: PRESENTATION OF RESULTS

4.1 Introduction

This chapter presents the results of the data analysed. The statistical analysis
was processed through Statistical Package for the Social Sciences (SPSS)
statistical software. The interpretation of any calculated statistical indexes was
based on relevant theory reviewed in the previous chapter. The chapter begins
with the presentation of the demographic profile of the respondents followed by
the results relating to testing each hypothesis. A summary then closes the
chapter.

There was a total of 239 responses obtained from the respondents, with the final
analysis conducted with 167 responses due to some of the questionnaires having
missing data. The final data was analysed for extreme univariate outliers, and

these extreme outliers were removed.

4.2 Biographic information

The biographic section consisted of twelve questions. Four of these entailed
personal characteristics (gender, race, role and highest level of education), while
another four were employment characteristics to ascertain whether the
respondents were professional quantity surveyors (PrQS) and if they had any
previous management/professional experience in the construction industry
before their current company. One question was to ascertain if the respondents
had any other business interest or other partnership(s) besides the quantity
surveying profession and another was to locate the province where the

respondents were practicing.

Both the personal and employment characteristics are presented in Table 4.1,
which shows that most respondents were males at 83.2% (n=139), with females
comprising just 16.8% (n=28). Most of these respondents were owners, directors,
partners or associates, which comprised 66.5% (n=111) of the total sample

population.
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Table 4.1 Biographic information

Percentage
Frequency (%)
Male 139 83,2
Gender Female 28 16,8
Total 167 100,0
White 99 60,4
Black 44 26,8
Race Coloured 7 4,3
Indian 11 6,7
Other 3 1,8
Total 164 100,0
Owner/Director/Partner/Associ 111 66,5
Rol ate

oe Employee 56 33,5
Total 167 100,0
National Diploma 8 4,8
Highest qualification Bachelor's 159 9.2

Degree/Honours/Master’s
Total 167 100,0
Yes 151 90,4

Are you a professional
quantity surveyor (PrQS) No 16 9,6
Total 167 100,0
Before your current Yes 132 79,0
company, did you have
previous No 35 21,0
management/profession Total 167 100.0
al experience in the

construction industry?

Do you have any other | Yes 68 40,7
business interest or No 99 59,3
other partnership(s) Total 167 100,0

besides your quantity

surveying profession?

Eastern Cape 26 15,8

Western Cape 31 18,8

KwaZulu-Natal 21 12,7

In which province are Free State 6 3,6
you practicing? Gauteng 70 42,4
North West 5 3,0

Limpopo 2 1,2

Mpumalanga 4 2,4

Total 165 100,0
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A total of 90.4% (n=151) of respondents indicated that they were professional

quantity surveyors, while 9.6% (n=16) indicated that they were not.

In the race category, most of the respondents were whites at 60.4% (n=99),
closely followed by blacks at 26.8% (n=44) (see Figure 2).

Q2 Choose one or more races that you consider yourself to be
B white

E Black

O coloured
Windian
Oother

Figure 2: Respondents’ race

A total of 42.4% (n=70) of the respondents were practicing in Gauteng Province,
closely followed by Western Cape with 18.8% (n=31) and 15.8% (n=26) for
Eastern Cape (see Figure 3).
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Q8 In which Province are you practicing ?
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Q8 In which Province are you practicing ?

Figure 3: Provinces in which respondents are practicing

Most respondents (95.2% (n=159)) had a bachelor’s, honours or master’s degree
as their highest qualification. About 79.0% (n=132) of the respondents had

previous management or professional experience in the construction industry
(see Figure 4).
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Q4 What is your highest Qualification ?
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Q4 What is your highest Qualification ?

Figure 4: Respondents’ qualifications

Many respondents indicated that they did not have other business interests or
other partnership(s) besides their quantity surveying profession, with 59.3%
(n=99) and only 40.7% (n=68) respectively who indicated that they had other
business interests or partnerships besides the quantity surveying profession (see
Figure 5).

Q7 Do you have any other business interest or other partnership(s) besides your
Quantity Surveying profession ?

60

S0

40
-
c
a
2
{ 304 55.28%
207 40.72%
107
0 T T
fes Mo

Q7 Do you have any other business interest or other partnership(s) besides
your Quantity Surveying profession ?

Figure 5: Respondents’ business interests or partnerships
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4.3 Organisation information

Figure Q9 presents the results of the organisational information. Most of the
respondents indicated that their firms’ legal forms were private companies, which
comprised 53.9% (n=90), closely followed by closed corporations at 31.1%
(n=52) and sole proprietor firms at 9.0% (n=15) (see Figure 6). Most of the firms
had been operating for more than 10 years (74.3% (n=124)), followed by 6-10
years at 10.8% (n=18) and 1-3 years at 6.6% (n=11).

Q9 What is your firm's Legal Form ?

M sole Proprietor

B Partnership

Oclosed Corporation

W rrivate Company (Pty) Ltel
O Trust

Figure 6: Firms’ legal form

A high number of respondents indicated that they employ fewer than five
employees in their firms (35.3% (n=59)), followed by those who indicated that
they employ above 50 full-time employees (21.6% (n=36)) and firms that employ
10-20 full-time employees (18.6% (n=31)) (see Figure 7).
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Q11 How many full time Employees, does your firm employ ?
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Q11 How many full time Employees, does your firm employ ?

Figure 7: No. of employees employed by firms

About 26.2% (n=43) of the respondents indicated that their firm’s annual turnover
was above R20m, closely followed by those who indicated that their firm’s annual
turnover was R150 000 to R2m (24.4% (n=40)). About 23.8% (n=39) of the
respondents their turnover is between R5m-R20m, 21.3% (n=35) have their
turnover between R2m-R5m. Lastly 4,3% (n=7) have their turnover below R150
000. (See Table 4.2)
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Table 4.2 Organisation information

Percentage
Frequency (%)
Sole Proprietor 15 9,0
Partnership 4 2,4
Closed Corporation 52 31,1
What is your firm's legal

form? Private Company (Pty) Ltd 90 53,9
Trust 6 3,6
Total 167 100,0
Less than a year 4 2,4
1-3 years 11 6,6
3-5 years 10 6,0

How many years has your
firm been operating? 6-10 years 18 10,8
More than 10 years 124 74,3
Total 167 100,0
Less than 5 59 35,3
6-10 32 19,2
How many full-time 11-20 31 18,6

employees, does your firm -

employ? 21-49 9 5,4
Above 50 36 21,6
Total 167 100,0
Below R150 000 7 4.3
R150 000- R2m 40 24,4
R2m-R5m 35 21,3

What is your firm's annual
turnover R5m-R20m 39 23,8
Above R20m 43 26,2
Total 164 100,0
Strongly disagree 64 38,6
Disagree 41 24,7
Somewhat disagree 12 7,2

Our firm only bids for work
in the public Somewhat agree 13 7,8

sector/government

contracts Agree 21 12,7
Strongly agree 15 9,0
Total 166 100,0
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4.4 Influence of competitive bidding on business growth

Based on Sub-aim 1, which was to assess the influence on business growth of
quantity surveyors brought about by competitive bidding, hypothesis one was
stated as follows:

H:1 = Competitive bidding has a significant negative influence on quantity

surveyors’ business growth.

The spread and central tendency of the data was analysed using frequency,
mean, median and standard deviation (descriptive statistics), while the

hypothesis was tested with Pearson correlation and linear regression.
4.4.1 Descriptive statistics
4.4.1.1 Independent variable: competitive bidding

Table 4.3 presents the descriptive competitive bidding results. Many of the
respondents indicated that they offer a 0-10% average discount for government
bids (25.2% (n=41)), followed by those who indicated that they offer a 30-40%
average discount (20.2% (n=33)) and those who offer a 20-30% average discount
for governments bids (17.8% (n=29)). From the results, it is observed that most
of the respondents or firms submit bids for new government work more than 20
times annually (25.9% (n=43)), followed by those who submit government bids 1-
5 times a year (21.1% (n=85)) and those who never submit bids for new
government work (19.3% (n=32)). As indicated by the respondents, a high
number of firms win bids 0-1 times a year (45.7% (n=74)) followed by 40.1%
(n=65) for firms that win bids 1-5 times a year. There were few respondents who
indicated that their firms win bids 15-20 times a year (0.6% (n=1)) or more than
20 times a year (3.1% (n=5)).
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Table 4.3 Descriptive competitive bidding

Frequency Percentage (%)
0-10% 41 25,2
10-20% 27 16,6
What is the average % 20-30% 29 17.8
discount that your company | 30-40% 33 20,2
offers for government bids? [ 40-50% 16 9,8
Above 50% 17 10,4
Total 163 100,0
Never 32 19,3
1-5 times 35 21,1
. 5-10 times 29 17,5
How many times does your .
firm submit bids for new | 10-15 times 17 10,2
government work a year? 15-20 times 10 6,0
More than 20 times 43 25,9
Total 166 100,0
0-1 times a year 74 45,7
1-5 times a year 65 40,1
6-10 times a year 13 8,0
How often does your firm 11-15 times a year 4 25
win bids? : i
15-20 times a year 1 0,6
More than 20 times a year 5 3,1
Total 162 100,0

There were five variables that were utilised to understand the competitive bidding
from the various firms. Table 4.4 presents the descriptive statistics of these
variables. From the results, the average median is 5.00 and the mean scores
ranged from 3.89—4.91. From the questionnaire that was given to the
respondents, “3” was the somewhat disagree range while “4” was the somewhat
agree range.

From the results, it can be concluded that most respondents somewhat agreed
with the statements. The variable with the highest mean was “Discount offering
negatively affects us” with a mean score of 4.91 and standard deviation (SD) of
1.311. The lowest mean was 3.89 (SD=1.747) for “Our staff complement has
been reduced since the introduction of competitive bidding”.

The skewness and kurtosis in Table 4.4 confirmed that these variables were
normally distributed with their values within +2.
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Table 4.4 Descriptive statistics

N Mean | Median | Std. Skewness | Kurtosis
Deviation

Valid

Q19 My company's profit margin has 167 4,52 5,00 1,696 -0,906 -0,533
been reduced since the introduction of
competitive bidding by government

Q20 My company's turnover has been 167 4,49 5,00 1,668 -0,788 -0,744
reduced since the introduction of
competitive bidding for professional
services

Q21 Our staff complement has been 167 3,89 4,00 1,747 -0,146 -1,437
reduced since the introduction of
competitive bidding

Q22 The costs we incur for competitive 165 4,51 5,00 1,451 -0,673 -0,603
bidding negatively affect our cash flow
and business (attending briefing
meetings, purchasing bid documents,
completing bid documents, bid closing
submissions)

Q23 Discount offering negatively 166 4,91 5,00 1,311 -1,350 1,249
affects us

Std. Error of Skewness=0,188; Std. Error of Kurtosis=0,374

4.4.1.2 Dependent variable: business growth

Four variables were utilised to understand the business growth in this study. The
results of the descriptive statistics for the variables are presented in Table 4.5.
The median of these variables ranged from 3.00-5.00 and the mean score
ranged from 3.35-4.84. The variable with the highest mean was “Top
management of my firm believes that innovation is an absolute necessity for the
business’s future” with a mean score of 4.84 (SD=0.961), and the variable with
the lowest mean was “Our firm has experienced growth in profit over the past few
years” with a mean score of 3.35 (SD=1.437).
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Table 4.5 Descriptive statistics business growth

N Mean Median | Std. Skewness | Kurtosis
Valid Deviation
Q42 Our business has experienced growth in 161 3,53 4,00 1,471 -0,241 -1,163
turnover over the past few years
Q43 Our firm has experienced growth in 161 3,36 3,00 1,394 0,229 -0,885
market share over the past few years
Q44 Our firm has experienced growth in 160 3,35 3,00 1,437 0,009 -1,180
profit over the past few years
Q45 Top management of my firm believes 161 4,84 5,00 0,961 -0,996 1,525
that innovation is an absolute necessity for
the business future

Std. Error of Skewness=0,191; Std. Error of Kurtosis=0,380

4.4.2 Construct validity and reliability for competitive bidding and
business growth

One dimension was extracted for both competitive bidding and business growth.
Competitive bidding had a total variance of 70.8% and an Eigen value of 3.540.
This factor was subjected to internal reliability consistency using Cronbach’s
alpha coefficient and was confirmed as reliable based on the guidelines of
George and Mallery (2003), with the results presented in Table 4.6.

The one factor of business growth was extracted with a total variance of 50.82%
and an Eigen value of 2.03. There was no factor loading because only one factor
was yielded hence no rotated matrix. This factor was subjected to internal
consistency reliability using Cronbach’s alpha coefficient and was confirmed as

a reliable factor with a Cronbach’s alpha coefficient of 0.756.

Table 4.6 Construct validity and reliability for competitive bidding and
business growth

Factors No of items % Variance Cronbach’s alpha | Reliability

(o) acceptance level
Competitive bidding 5 20.800 0.896 Excellent
Business growth 3 50.823 0.756 Acceptable
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4.4.3 Competitive Bidding and Business Growth

Pearson correlation was used to analyse competitive bidding and business
growth to establish the significance of the relations, as well as the direction and
strength. Before the correlation was done, the three assumptions of the
correlation were evaluated, and it was also established that the variables were
continuous variables.

The first assumption was the linear relationship. The presence of the relationship
was assessed with the scatter plot. The results show the existence of negative

relationship between competitive bidding and business growth (Figure 8).
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Figure 8. Scatter plot of competitive bidding and business growth

The second assumption was that there were no significant outliers, while the third
assumption was that the data was approximately normally distributed. All the
assumptions were met, and thus the correlation could be evaluated (see
Annexure B).

Pearson correlation was conducted and the results are presented in Table 4.7.
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The results indicate that the relationship between competitive bidding and
business growth was negative and significant with a weak strength, r (164) = -
0.295, p = 0.000. It can thus be concluded that the null hypothesis is accepted,
i.e. that competitive bidding has a negative influence on quantity surveyors’

business growth.

Table 4.7 Correlation between competitive bidding and business growth

Competitive Bidding Business Growth
Competitive Bidding Pearson Correlation 1 -.295”
Sig. (2-tailed) 0,000
N 164 157
Business Growth Pearson Correlation -.295” 1
Sig. (2-tailed) 0,000
N 157 159

**. Correlation is significant at the 0.01 level (2-tailed).

4.4.3.1 Regression

As there was significant relationship between competitive bidding and business
growth, a linear regression was performed between these two variables to explain
the significance of competitive bidding as a predictor of business growth (see
Annexure D).

There are six principal assumptions in addition to variables being continuous that
justify the use of linear regression models for the purpose of prediction (see Table
4.8).

First, linearity. The scatter plot and correlation confirmed the linearity of the

dependent and independent variables.

Second, no significant outliers. Mahalanobis distance test identifies multivariate
outliers, and the analysis indicated that there were no multivariate outliers in the
data.
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Third, multicolinearity. There was no multicollinearity, where one predictor
variable can linearly predict the other variable, as the regression had only one
predictor variable.

Fourth, statistical independence of the errors. This was evaluated using the
Durbin Watson test, which detects the presents of autocorrelation or serial
correlation in the residuals. The results from Table 4.9 show that the Durbin
Watson test was 2.05, indicating that there was no serial correlation (value + 2).

Fifth, homoscedasticity/no heteroscedasticity. The results from the Breusch-

Pagan Godfrey test show that there was homoscedaticity.

Table 4.8 Heteroskedasticity Test: Breusch-Pagan-Godfrey for regression
of competitive bidding and business growth

Heteroskedasticity Test: Breusch-Pagan-Godfrey

Null hypothesis: Homoskedasticity

F-statistic 0.465846| Prob. F(1,155) 0.4959
Obs*R-squared 0.470443| Prob. Chi-Square(1) 0.4928
Scaled explained SS 0.333776| Prob. Chi-Square(1) 0.5634

Lastly, normality of error distribution. Residuals (errors) of the regression line
are approximately normally distributed with a Jarque-Bera value of 2.407, p =
0.300, which is higher than the p value of .05 at 95% confidence interval (Table
4.9).

Table 4.9 Normality of error distribution for regression of competitive
bidding and business growth

24

Series: Residuals
Sample 1 167
Observations 157

20 4 —

16 Mean -2.56e-16
[ Median -0.032331

12 Maximum 2.967669
Minimum -2.238773

Std. Dev. 1.127564
Skewness 0.134156

L—‘ Kurtosis 2.455840
4|

Jarque-Bera  2.407999
0 ‘ ‘ | | ‘ | [ Probability 0.299992
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In this regression all the assumptions were met, so there was no violation of the

regression. The results show significance of the predictions, 8= -0.258, p=0.000,

with the R-square being 0.087 and the adjusted R-square being 0.081 (see table

4.10).

Table 4.10 Linear regression output of competitive bidding and business

growth

Dependent Variable: BUSGROWTH

Method: Least Squares

Sample: 1 167

Included observations: 157

Variable Coefficient Std. Error t-Statistic Prob.

COMPTBIDDING -0.258053 0.067015 -3.850678 0.0002

C 4.580646 0.315076 14.53821 0.0000

R-squared 0.087310] Mean dependent var 3.418259

Adjusted R-squared 0.081422| S.D. dependent var 1.180265

S.E. of regression 1.131195| Akaike info criterion 3.097084

Sum squared resid 198.3385| Schwarz criterion 3.136017

Log likelihood -241.1211| Hannan-Quinn criter. 3.112896

F-statistic 14.82772| Durbin-Watson stat 2.056968
Prob(F-statistic) 0.000172

This means that competitive bidding has a prediction level of 8.7% towards the

business growth.
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In summary, competitive bidding had a negative influence on business growth;
however, regression was violated with a very low R? value of less than 10%. The
overall prediction of competitive bidding on competitive growth is poor as the
regression gives poor predictions (R2 < 60%). Therefore, R2 is not a good
predictor. Field (2009) reported that R? provides a good gauge of the substantive
size of the relationship.

4.5 The influence of competitive bidding on entrepreneurial

orientation

Hz: Quantity surveying practices who possess EO are not influenced by

competitive bidding.
Descriptive statistics

There were 18 variables that were utilised to understand the EQO in this study. The
descriptive statistics of these variables are presented in Table 4.11. The median
ranged from 3.00-5.00 while the mean scores of the variables ranged from 3.07—
4.98. These statements or variables ranged from “somewhat disagree” to the

“somewhat agree” range.

The variable with the highest mean was “Top management of my firm believes
that innovation is an absolute necessity for the business future” at 4.98
(SD=1.057), followed by “Top management of my firm favours continuous
improvement in products/service/delivery” with a mean score of 4.47 (SD=1.059).

The variable with the lowest mean score was “In dealing with competitors, our
firm adopts a very competitive ‘undo-the-competitor’ posture” with a mean score
of 3.07 (SD=1.301), followed by 3.33 (SD=1.143) for “Our business is very often
the first to introduce new products/services”. These variables were normally
distributed with a skewness and kurtosis within +2 except for Q26, Q27, Q28 and
Q30. These variables remained non-normal even with log/square root

transformation. These variables were thus excluded during further analysis.
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Table 4.11 Descriptive statistics of entrepreneurial orientation

Valid

Mean

Median

Std.

Deviation

Skewness

Kurtosis

Q24  Our business regularly
introduces new
services/products/processes

167

3,89

4,00

1,313

-0,510

-0,442

Q25 Top management of my firm
promotes staff to be innovative

166

4,74

5,00

1,117

-1,295

1,728

Q26 Top management of my firm
favours continuous improvement in
products/service/delivery

164

4,97

5,00

1,059

-1,632

3,620

Q27 Top management of my firm
believes that innovation is an absolute
necessity for the business future

163

4,98

5,00

1,057

-1,615

3,301

Q28 Top management of my firm
favours continuously seeking
opportunities (such as new markets,
new customers)

165

5,15

5,00

0,932

-1,986

6,221

Q29 The staff members have enough
autonomy in their job to do their work
without continual supervision

165

4,16

4,00

1,216

-0,833

0,051

Q30 The staff members are
encouraged to manage their own work
and have flexibility to resolve
problems

167

4,69

5,00

0,955

1,410

3,360

Q31 The staff members are allowed to
make decisions without going through
elaborate justification and approval
procedures

166

3,92

4,00

1,191

-0,501

-0,533

Q32 The staff members are allowed to
be creative and try different methods
to do the job

167

4,30

4,00

1,106

-0,455

-0,399

Q33 In general, our business has a
strong inclination towards high-risk
projects

167

3,422

3,000

1

,1926

0,017

-0,782

Q34 The term ‘risk-taker s
considered a positive attribute for
employees in our firm

166

3,369

3,000

1

,2037

0,123

-1,042

Q35 The staff members are often
encouraged to take calculated risks
concerning new ideas

165

3,76

4,00

1,225

-0,270

-0,884

Q36 Our business is very often the
first to introduce new
products/services

167

3,33

3,00

1,143

0,207

-0,592

Q37 Our business typically initiates
actions that competitors respond to

167

3,55

4,00

1,191

-0,133

-0,981

Q38 Our business continuously seeks
new products/services

166

4,19

4,00

1,110

-0,565

0,261

Q39 Our firm is very aggressive and
intensely competitive

166

4,12

4,00

1,174

20,441

-0,709

Q40 In dealing with competitors, our
firm adopts a very competitive ‘undo-
the-competitor’ posture

167

3,07

3,00

1,301

0,363

-0,870

Q41 Our firm effectively assumes an
aggressive posture to combat trends
that may threaten our competitive
position or survival

167

3,480

3,000

1

,2987

0,056

-0,930

Std. Error of Skewness=0,188; Std. Error of Kurtosis=0,374
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4.5.2 Construct validity and reliability

From the 14 variables, four dimensions of entrepreneurial orientation were
extracted with a total variance of 63.79%. The factor with the highest variance
was factor one: entrepreneurial orientation 1 (EbtOrient 1) with a % variance of
30.52%, followed by factor two: entrepreneurial orientation 2 (EntOrient 2) with a
% variance of 14.31%. The factor loading was above 0.5, with a number of items
ranging from 2 to 5 and with Eigen values greater than 1. The four factors were
then subjected to internal consistency reliability using Cronbach’s alpha
coefficient and only three were confirmed as reliable factors with a Cronbach
alpha of 0.7 and above. Only factor four: entrepreneurial orientation 4 (EntOrient
4) was not reliable with a Cronbach alpha of 0.075 (Table 4.12).

Table 4.12 Construct validity and reliability of entrepreneurial orientation

Factors No of | Factor % Cronbach
items loading variance alpha (a)
EntOrient 1 4 0.688-0.840 30.526 0.810
EntOrient 2 3 0.698-0.871 14.314 0.776
EntOrient 3 5 0.607-0.711 10.298 0.716
EntOrient 4 2 8.659 0.075
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4.5.3 Correlation between entrepreneurial orientation and competitive
bidding

4.5.3.1 Correlation

A scatter plot of entrepreneurial orientation and competitive bidding EbtOrient 1
and EbtOrient 2 shows no clear relationship with competitive bidding, while a
positive relationship is evident with EbtOrient 3. Pearson correlation was
analysed between competitive bidding and EO to establish the significance of the
relations, as well as the direction and strength. Table 4.14 shows that the
relationship between competitive bidding and entrepreneurial orientation
(EntrOrient3) was positive and significant with a weak strength, r (159) = 0.161,
p=0.043.

Table 4.13 Scatter plot of entreprenerial orientation with competitive
bidding

EntrOrient1

EntrOrient2

EntrOrient3

Competitive
Bidding

0

EntrOrient1 EntrOrient2 EntrOrient3 Competitive
Bidding

It can thus be concluded that the null hypothesis is accepted, i.e. that quantity
surveyors who possess entrepreneurial orientation are less influenced by

competitive bidding.
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Table 4.14 Correlation between competitive bidding and business growth

Competitive EntrOrient | EntrOrient | EntrOrient | EntrOrient
Bidding 1 2 3 4

Competitiv | Pearson Correlation 1 .008 -.065 161" -.066

e Bidding | Sig. (2-tailed) .918 411 .043 .406

N 164 163 163 159 162

EntrOrient1 | Pearson Correlation .008 1 .260" 415" -.146

Sig. (2-tailed) 918 .001 .000 .062

N 163 166 166 161 164

EntrOrient2 | Pearson Correlation -.065 260" 1 221" -197

Sig. (2-tailed) 411 .001 .005 .012

N 163 166 166 161 164

EntrOrient3 | Pearson Correlation 1617 4157 221" 1 -.106

Sig. (2-tailed) 043 .000 .005 179

N 159 161 161 162 161

EntrOrient4 | Pearson Correlation -.066 -.146 -197 -.106 1
Sig. (2-tailed) 406 .062 012 179

N 162 164 164 161 165

*. Correlation is significant at the 0.05 level (2-tailed).

**. Correlation is significant at the 0.01 level (2-tailed).

4.5.3.2 Linear regression

A linear regression was performed between these two variables (competitive
bidding and EntrOrient3) to explain the variable explained by competitive bidding
as a predictor of EntrOrient3 (see Annexure D for full statistical results).

There are six principal assumptions in addition to variables being continuous that
justify the use of linear regression models for the purpose of prediction.

First, linearity. The scatter plot and correlation confirmed the linearity of the
dependent and independent variables, between EntrOrient3 and competitive
bidding. Second, no significant outliers. The Mahalanobis distance test indicated

that there were no multivariate outliers in the data.

Third, multicolinearity. There was no multicollinearity, where one predictor
variable can linearly predict the other variable, as the regression had only one
predictor variable.
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Fourth, statistical independence of the errors. This was evaluated using the
Durbin Watson test, which detects the presence of autocorrelation or serial
correlation in the residuals. The results from Table 4.9 show that the Durbin
Watson test was 2.05, indicaing that there was no serial correlation (value + 2).

Fiftth, homoscedasticity/n heteroscedasticity.The results from the Breusch-
Pagan Godfrey test show that there was homoscedaticity, with F =2.20, p=0.140
(Table 4.15).

Table 4.15 Heteroskedasticity Test: Breusch-Pagan-Godfrey for regression
of competitive bidding and entrepreneurial orientation

Heteroskedasticity Test: Breusch-Pagan-Godfrey

Null hypothesis: Homoskedasticity

j
F-statistic 2.200538| Prob. F(1,157) 0.1400
Obs*R-squared 2.197766| Prob. Chi-Square(1) 0.1382
Scaled explained SS 2.620072| Prob. Chi-Square(1) 0.1055
!

Lastly, Normality of error distribution. Residuals (errors) of the regression line
are approximately normally distributed with a Jarque-Bera value of 2.019, p
= 0.364 (Table 4.16).
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Table 4.16. Normality of error distribution for regression of competitive
bidding and entrepreneurial orientation
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Series: Residuals
Sample 1 167
Observations 159
Mean -1.19e-15
Median 0.028840
Maximum 2.312702
Minimum -2.371160
Std. Dev. 0.791068
Skewness -0.163105
Kurtosis 3.445439
Jarque-Bera  2.019489
‘ Probability 0.364312
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The result shows significance of the predictions, S= 0.097, p = 0.0426, with the
R-square being 0.026 and the adjusted R-square being 0.020 (Table 4.17). This
means that competitive bidding has a prediction level of 2.6% towards

EntrOrient3.

Table 4.17 Linear

entrepreneurial orientation

regression output of competitive bidding and

Dependent Variable: ENTRORIENTS3
Method: Least Squares
Sample: 1 167
Included observations: 159
Variable Coefficient Std. Error t-Statistic Prob.
C 3.590526 0.222530 16.13499 0.0000

COMPTBIDDING 0.096772 0.047346 2.043927 0.0426
R-squared 0.025919| Mean dependent var 4.026792
Adjusted R-squared 0.019715] S.D. dependent var 0.801523
S.E. of regression 0.793583| Akaike info criterion 2.387981
Sum squared resid 98.87450| Schwarz criterion 2.426584
Log likelihood -187.8445| Hannan-Quinn criter. 2.403658
F-statistic 4.177638| Durbin-Watson stat 2.109641
Prob(F-statistic) 0.042632
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In summary, competitive bidding had no relationship with entrepreneurial
orientation, EntrOrient1 and EntrOrient2, and a weak relationship with
EntrOrient3. Linear regression was a poor fit with R? of 2.6%. Field (2009)
reported that R2 provides a good gauge of the substantive size of the relationship.

4.6 Summary of the results

A total of 239 responses were obtained from the respondents, with the final
analysis conducted with 167 responses due to some of the questionnaires having
missing data of more than 5% (Schafer, 1999). The final data was analysed for
extreme univariate outliers, based on the interquartile range rule of three (value
more than 3 IQR) not the 1.5 IQR.

The extreme outliers were also removed. The profile of the respondents showed
that most of them were white males who were either the company owner, director,
partner or associate, with the highest qualifications being a bachelor’s degree or
higher for those who were PrQS. Most of the respondents were working for
private companies (Pty) Ltd which had been operating for more than ten years,
with 20 full-time employees or less and with equitable turnover of R150 000 to
more than R20m.

There were two hypotheses tested and the results show that competitive bidding
had a negative influence on business growth, but no to only weak influence on a

quantity surveyor’s entrepreneurial orientation.

These results are discussed in Chapter five, with the conclusion, limitations and

recommendations presented in Chapter six.
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CHAPTER 5 - DISCUSSION OF THE RESULTS

5.1 Introduction

This chapter focuses on the discussion of the results and further explains how
the actual results correlate with the initial hypothesis formulated. Both the
literature research and the empirical research results are considered in this

chapter. Some recommendations are also drawn and suggested.

A total of 239 responses were obtained from the respondents out of a sample
size of 1 000, meaning a 23.9% response rate. This far exceeds the 11% that
was anticipated in Chapter 1. Claasen and Cumberlege (2014) reported that the
contemporary built environment survey response rates are low, ranging from 7%
to 40% in general, which means that a response of 23.9% is acceptable and
good.

5.2 Demographic profile of the respondents

There were twelve questions in the biographic section, of which four were
personal characteristics (gender, race, role and highest level of education) and

four were employment characteristics.

The results of both the personal and employment characteristics show that most
of the respondents were males (83.2%), with females comprising only 16.8%.
Most of these respondents were owners, directors, partners or associates, who
comprised 66.5% of the total respondents. The researcher found these
demographics equitable because, according to the latest SACQSP audited
financial statements (2017), female professional quantity surveyors (PrQS) in
South Africa constitute 23.32% whereas males comprise 76.68% (SACQSP,
2017: online).

In the race category, most of the respondents were whites at 60.4%, closely
followed by blacks at 26.8%. The study found this to be in line with the current
demographics of PrQS in South Africa.
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The latest SACQSP audited financial statements (2017) reported that white PrQS
in South Africa stand at 69,6%, blacks at 19,86%, Indians at 8,55% and coloureds
at 1,99% (SACQSP, 2017: online).

About 90.4% of respondents indicated that they were PrQS, while 9.6% indicated
that they were not.

About 42.4% of the respondents were practicing in Gauteng Province, closely
followed by Western Cape (WC) with 18.8% and 15.8% for Eastern Cape (EC).

The SACQSP reported that out of the 2 105 PrQS in South Africa, 45,99% are
based in Gauteng, 17.05% in the WC, 13.02% in KwaZulu-Natal and 7.84% in
the EC (SACQSP, 2017: online). These findings therefore corroborate the
information provided by the SACQSP, in that the majority of the respondents are
from Gauteng Province. The findings also suggest that the sample distribution in

terms of the provinces was representative enough.

The majority of respondents had a bachelor’s, honours or master’'s degree as
their highest qualification, which comprised 95.2% of the sample population. A
total of 79.0% of the respondents had previous management or professional
experience in the construction industry. From this, it is plausible to contend that
the respondents who participated in the survey are adjudged to be of good
academic and professional background. This should give credibility to the data
collected.

The majority of respondents (59.3%) indicated that they did not have other
business interests or other partnership(s) besides their quantity surveying
profession, while 40.7% indicated that they did have other business interests or
partnerships besides quantity surveying. The diversity in the respondents’
business interests allowed the issues addressed in the survey to be viewed from

a different perspective of entrepreneurial orientation (EO).
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5.3 Discussion on Hypothesis 1

Research Question: What influence does competitive bidding have on business

growth of quantity surveyors in South Africa?

H1: Competitive bidding has a significant negative influence on quantity

surveyors’ business growth.

The results revealed that competitive bidding has a negative influence on quantity

surveyors’ business growth.

These findings support Claasen and Cumberlege (2014), who noted in their study
that while some firms had reported an increase in earnings, the majority reported
a decrease. Although the majority professionals were not satisfied with their
profits, the majority reported that profit margins ranged between satisfactory and
good. The respondents in this regard do not necessarily view competitive bidding
as negatively affecting their businesses. Instead, it could be that other factors —
for example, an internal company policy that this study did not consider, are

viewed as key by respondents to their business growth.

A total of 38.6% of the respondents’ firms strongly disagreed with the statement
“Our firm only bids for work in the public sector/government contracts” while 9.0%
strongly agreed with the statement. It is therefore clear from the above that 52,4%
of these firms survive because their client base is both public and private, 38,6%
are dependent on mostly the private sector, and a mere 9% are dependent on
the public sector only. Frei and Mbachu (2013) emphasised that professions must
evolve in response to the ever-increasing changes in the global business
environment. Quantity surveyors are not exempted from the changes the
profession faces and a multiplicity of challenges that threaten its existence. It
requires urgent and far-reaching strategic transformation if the profession is to
survive and remain relevant. From this, it seems reasonable for this study to
conclude that quantity surveyors are not only dependent on public sector projects

for survival.

The variable with the highest mean was “Discount offering negatively affects us”.

Accordingly, the writer concludes that most quantity surveyors do not see
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competitive bidding as disadvantageous or not beneficial for their business
growth. Frei and Mbachu (2013) opined that professionals must know and
understand their strengths, weakness and threats, as this would enable their
profession to achieve sustained growth and competitiveness. This can also be
linked to the previous responses where the respondents indicated that they do
not bid for work in the public sector only. This means that they are able to strike

some balance in pricing for their services.

Lastly, the variable with the highest mean was “Top management of my firm
believes that innovation is an absolute necessity for the business future”, while
the variable with the lowest mean was “Our firm has experienced growth in profit
over the past few years”. These findings reiterate what Shehu (2014) reported,
namely that EO is the willingness of entrepreneurs to operate in more innovative,
risky and uncertain activities in the market place and successfully discover new
opportunities before their competitors. EO is therefore regarded as a link between

firms and their growth or sustainability thereof.

5.4 Discussion on Hypothesis 2

Research Question: What influence does competitive bidding have on quantity

surveyors’ entrepreneurial orientation (EO)?

H2: Quantity surveying practices who possess entrepreneurial orientation (EQ)

are not strongly influenced by competitive bidding.
In the results summary, competitive bidding had no relationship with EO.

There were 18 variables that were utilised to understand the EO in this study. The
variable with the highest mean was “Top management of my firm believes that
innovation is an absolute necessity for the business future”, followed by “Top
management of my firm favours continuous improvement in
products/service/delivery”. The variable with the lowest mean score was “In
dealing with competitors, our firm adopts a very competitive ‘undo-the-competitor’
posture”.
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This study draws inference from the above and suggest that by being proactive
and bringing about innovation, this could improve the service offered and bring
about more aggressive competitiveness. Johnson (2010) stated that for an
organisation to be described as innovative, it must be proactively moving away
from “what is” to “what could be”. Okonkwo (2014) further postulated that the
construction industry is fraught with many challenges including lack of
technological innovation. To address these challenges, it has been advocated
that the industry must invest in innovation by increasing spending on research

and development.

The Pearson correlation was analysed between competitive bidding and EO to
establish the significance of the relations and their direction and strength. The
relationship between competitive bidding and EO was positive and significant but
weak. It can thus be concluded that the null hypothesis is accepted, i.e. that

quantity surveyors who possess EO are less influenced by competitive bidding.

In summary, competitive bidding had no direct influence on EO but has significant
similarities, as bidding on its own as a process requires proactiveness,
competitiveness and innovation. Tajeddini (2010) reported that EO is more likely
to be viewed as a process. This process includes the set of activities to identify
an opportunity, define a business concept, assess the needed resources, acquire
those resources, and manage and harvest the venture.

5.5 Chapter conclusion

Conclusions can now be drawn with viable evidence, and certain reasonable
assumptions are made in this chapter with the relevant research results
supporting the assumptions. Conclusions and recommendations are given based
on the main research objective: to investigate the influence of competitive bidding
on EO and business growth of quantity surveyors.

Based on the results and findings, competitive bidding has no relationship with
EO, but has a negative influence on the business growth of quantity surveyors.
From the above conclusions, a set of recommendations can be drawn and are

mentioned in the next chapter.
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CHAPTER 6 — CONCLUSIONS, IMPLICATIONS AND
RECOMMENDATIONS

6.1 Introduction

This chapter first presents the conclusion of the study, followed by
recommendations and the limitations of the study. Lastly it concludes by making

suggestions for further research.

6.2 Conclusions of the study

The research aimed at investigating the subject of competitive bidding and its
influence on the business growth of quantity surveyors, as well as to assess the

influence it has on the entrepreneurial orientation (EO) of quantity surveyors.

The study explained that competitive bidding focuses primarily on the discounting

of fees, as price is the main competing factor in the bidding process.

The literature review in Chapter 2 highlighted that quantity surveyors bid for work
in competition with each other and at times of high demand the discounting
percentages increase. A host of other pitfalls resulting from the discounting of
fees (competitive bidding) were further identified, including issues of poor quality
work, reduced profit and hindrance to business growth. Furthermore, the study
identified that competitive bidding requires at least four of the five dimensions of
EO, these being: proactiveness, innovativeness, competitive aggressiveness and
risk-taking.

To carry out the research, the selected methodology for the study was presented
in Chapter 3 as quantitative in nature, along with the identified questionnaire as
the research instrument. Sampling, data analysis, questionnaire design and

ethical considerations were also presented.

The results of the study were presented in Chapter 4 and the demographics
analysis reflected the current demographics of the quantity surveying profession
in South Africa.
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Hereunder are the conclusions reached from the study;

- Discounting practices among organisations represented by respondents
can be described as widespread. These vary from 0%—10% to above 50%.

- Most quantity surveyors do not depend only on public sector clients, as
just over 52% also have private clients on their books.

- Most of the respondents (59, 7%) have quantity surveying as their sole

entrepreneurial/business venture.

Literature on competitive bidding and company growth of quantity surveyors in

South Africa is still scarce.

6.3 Implications and recommendations

The competitive bidding practice has become the only tool clients use to select
or appoint quantity surveyors, despite their previous performance in projects,
their qualifications or even their experience. Clients should not put more weight
on price as a determining factor for contracting, as quality, previous experience,
qualifications and professional experience should also form the basis of securing

an appointment.

Many developed countries have identified the danger involved in allowing
professional service providers (PSPs) to be subjected to cost-based competition.
In technologically advanced countries such as the United States and Japan,
quality is the basis of appointing a firm and is also prescribed by law (Hoxley,
1998). South Africa should follow suit and adopt this criteria.

It is recommended that the competition law which guides the Competition
Commission be amended to exclude quantity surveyors and PSPs. This should
allow client bodies to amend their procurement policies which will enable firms to
be appointed on the basis of qualifications and experience.
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6.4 Limitations of the study

Although the researcher has succeeded in answering the research questions, the

study had some limitations, which are listed below:

- Literature on competitive bidding of quantity surveyors in South Africa is still
scarce, and most of the literature reviewed provided information about other
countries (Hoxley, 1998; Caldwell et al., 2005; Okonkwo, 2014). However, the
majority of the issues raised and found in literature review seemed to apply
globally.

- The study was based on a small sample and using a larger sample could
enable the researcher to strengthen the statistical significance levels.

- Even though respondents were assured of anonymity in the informed consent
letter and in the manner in which the research was conducted, some
respondents might have given responses they viewed as desirable.

- At the present moment in South Africa, there is a huge scarcity of work in the
construction sector for quantity surveyors due to the current economic outlook
and reduced government spending. This might have influenced the

participants’ responses.

6.5 Suggestions for future research

Suggestions for future research are proposed with the idea of conducting a more
in-depth study on the same subject matter and including a larger or wider
population group. The subject of EO is much more than the basic construct which
meets the eye and deserves far more attention by researchers and scholars
internationally. Educating quantity surveyors and entrepreneurs regarding EO in
order to equip themselves to become not only competent quantity surveyors but

also competent business leaders is recommended.

A study to explore whether competitive bidding affects small, medium and micro
enterprises in a manner similar to large firms is also recommended. Lastly, the
insurance industry could also be influenced by competitive bidding, therefore
the element of risk and competitive bidding is an area that can also be
investigated.
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