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Abstract: Diversification is a popular strategy for growth in response to a volatile economy. Current research,
however, devotes little attention to the leadership required to ensure successful diversification, except for
theoretical contributions on leaders’ thinking processes from scholars within the strategy discipline. This
study thus conducted fieldwork in South African organisations to explore empirically how senior leaders’
thinking processes, demonstrating contextual intelligence, contributing to successful diversification. A
qualitative study was conducted by collecting data through semi-structured interviews from 15 executives
with an average of 21 years’ experience in senior management roles, who had been involved in diversification
in South Africa. A critical incident interview technique was used, and interviewees offered examples of how
they changed their way of thinking in creating an environment for successful diversification. The analysis
revealed that continuous change was required to successfully implement a diversification strategy. Leaders
demonstrated specific thinking processes, for example: being intently aware of their context, they filtered and
compared this information to their schema or preconceived cognitive representations. In case of a mismatch,
they changed their way of thinking; and directed contextual information to challenge others’ current way of
thinking. Surprising findings included leaders’ sensing other’s emotions and appealing to these through
storytelling to elicit support for their diversification. Diversification requires organisations to invest in
developing the agility and global perspective of leadership to increase awareness of trends in their context,
their own biases and to shift their mindsets as well as purposefully challenging other’s thinking.

Keywords: Strategy Management; Leadership; Contextual Intelligence; Complexity Theory; Diversification;
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1. Introduction

Competitive advantage is no longer sustainable over the long haul but is achieved through continually
creating, eroding, destroying and recreating it through strategic manoeuvring (D'Aveni 1994; D'Aveni,
Dagnino & Smith 2010). One of the strategic manoeuvres an organisation can employ, suggested by Stern and
Henderson (2004), is diversification, to adapt faster to environmental changes. Diversification involves a
strategic change in more than merely product ranges or exploring new markets, instead it includes both
(Ansoff 1958). While diversification is strategically important, limited research has been conducted on
leaders’ thinking processes to execute a diversification strategy. The objective of this study is thus to explore,
how do leaders in organisations with successful diversification strategies think about their contexts; and how
do their thinking processes then influence their organisations’ diversification? Scholars in the strategy
discipline, namely Bettis, Hall and Prahalad, in their seminal work already in 1978, argued that the quality of
leadership thinking was as critical in explaining performance in diversification as any other factor, yet limited
empirical studies explored the role of leadership in diversification processes.

Lau, already in 1993 and later Mumford et al. (2000), contend that diversification is different to other
strategies since, it requires a fit between strategy and organisational characteristics, which include leaders’
characteristics and mindsets. In this regard, Kofman and Senge’s, (1993) classic concept of a learning
organisation, urge leaders to shift their current ways of thinking, classifying and assimilation of information
to fit the organisational context. In his turn, Azmi, (2008) advocates for an intentional, active and planned
attempt towards strategic rethinking, with a conscious decision to clear out knowledge that had been
producing insufficient outcomes. Weeks, (2007) contends that fundamental transformation of strategic
leadership thinking is required. These scholars advocate for research in thinking processes associated with
strategy management since there is limited empirical research in this area and the present study adheres to
this call. Weeks, (2007) specifically advise that leaders conceptualise the business environment as an
ecosystem of various interacting contextual determinants that collectively impact on business. Mayo and
Nohria, (2005) also argued that there is a connection between business performance and the context
understood by leadership.
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The ability to diagnose context, and identify its variables, is thus an important competency for leaders to
operate effectively (Kutz, 2008) within a volatile, uncertain, complex and ambiguous (VUCA) economy, as
defined by Bennet and Lemoine (2014). Prahalad (2004), Prahalad and Bettis (1986) Bettis and Hitt, (1995)
and Grant, (1988) reason that performance of diversified firms can be improved through leadership’s
application of their intelligence, which they referred to as dominant logic or the filtering of information that
supports the logic or main reasoning about what causes the organisation to be successful. While these
scholars offered valuable models that linked constructs like the dominant logic of leadership’s thinking
processes with successful diversification, the present study set out to examine empirically how these complex
conceptual models function in practice.

2. Literature Review

Diversification Strategy: Diversification was introduced in the fifties by Ansoff (1958), in his classic growth
strategy matrix, and has since attracted a plethora of strategic management research (Chandler 1990;
Ramanujam & Varadarajan 1989; Rumelt 1974). Diversification differs from other strategies in that it
requires new skills and techniques. Lau, (1993) furthers Ansoff’s (1958) argument that the implementation of
a diversification strategy requires a fit between strategy and leaders’ mindsets. Hutzschenreuter and
Horstkotte, (2013) admit that even though diversification itself is complex, the amount of complexity that it
brings is likely to differ, depending on the changing context. Penrose and Pitelis (2002), reason that firms that
diversify require leaders with experience-based knowledge, akin to tacit knowledge, and firm-specific
capabilities. Amongst the four types of product market strategies, illustrated in the table below, Ansoff (1958)
found that diversification stands apart, as it invariably leads to physical and organisational changes in the
structure and functioning of the business, which represents a break with past business experiences.

Table 1: Ansoff Growth Matrix

Business Growth Description
Alternatives

Market penetration Increase market share for a firm’s products in the existing market, whilst remaining
with the original product-market strategy. Increasing volume to new or existing
customers can increase sales.

Market development  Finding and developing new markets for current product lines. This entails adapting
the business strategy of the current product lines to these markets.

Product development Enhancing the current products to the current market, through improved changes to
the existing offering.

Diversification Develop new product markets in addition to the existing business.

* Due to expansion into new markets/ customers as well as developing new
products; this business growth strategy is the most disruptive to the current
organisational structures and resources.

Source: Adapted from Ansoff (1958)

Ansoff, (1988) emphasised, though, that in most situations, a well-run organisation would follow several of
these paths simultaneously, like market penetration, market development and product development. He
advised that this approach predicts the survival of the firm in the face of economic competition. Prahalad and
Bettis (1986) and in subsequent works (Bettis & Prahalad 1995; Prahalad & Bettis 2000; Prahalad 2004;),
advocate that the insight and vision of top leadership is the key to successful diversification. It is thus not
necessarily the product-market diversity, but rather the strategic logic of leadership that influences firm
performance. This implies that diversified firms without this capability may not perform well. Prahalad and
Bettis, (1986) presented a framework in which dominant logic is a primary characteristic of leadership in a
diversified firm, defining it as a “mindset or a worldview and conceptualisation of the business and
administrative tools to accomplish goals and make decisions in that business” (Prahalad & Bettis 1986, p. 41).
In later publications, Bettis and Prahalad (1995) reason that dominant logic is thus an antecedent for
strategic change, for it allows the organisation to strike a balance between the need for direction and control,
and adherence to the strategy. Lampel and Shamsie, (2000) note that as corporations expand in size and
complexity, dominant logic indeed offers leadership a framework that assists them in providing direction and
support to their followers. The impact of diversification on a firm and its performance is varied and complex.
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It is affected by variables such as related versus unrelated diversification, capability of top managers, industry
structure and the mode of diversification (Pandya & Rao, 1998).

Jarzabkwoski, (2001) posits that diversification also enables the flexibility and speed needed to adjust to
contexts changes. However the trick to strategy, according to Levy, (2007) is to know when to make a move; a
balance needs to be struck between moving too quickly and too late. Understanding this is key when
diagnosing the context of a situation and adapting by diversifying. As the knowledge-based economy grows,
environmental instability increases and unanticipated events occur, which fundamentally change the context
in which institutions function. New ways of dealing with this complexity and chaotic contexts are needed
(Drejer 2004). Consequently, the ability to change rapidly and continuously, especially by developing new
products, is not only required as a core competence, it is also essential at the heart of company cultures,
enabling them to compete and transform (Brown & Eisenhardt 1997; Chakravarthy 1997). Prahalad (2004),
in contrast to his earlier scholarly work, considered the velocity of environmental change as decisive in
whether dominant logic is ultimately beneficial or negative for a firm, arguing that should the environment be
subject to rapid changes, “the blinders of dominant logic may make it hard to recognise new threats and
opportunities” (Prahalad 2004, p. 172). He further reasoned that for organisations to succeed with strategic
change such as diversification, leaders need to have peripheral vision and flexibility that can keep up with the
dynamic changes of the environment and ideally anticipate them.

It requires leaders to discard their current dominant logic and develop a new, more relevant one, in obtaining
a distinct competitive advantage. His reasoning was that best practices only show what had been done, and
likened it to a current dominant logic, whereas a new dominant logic may be required. Grant (1988),
Jarzabkowski (2001) as well as Von Krogh and Roos (1996) supported this, arguing that leaders need to have
self-reference, built upon existing knowledge banks, which they apply within a context. Should these self-
reference concepts or schemas not be relevant, they need to utilise their intelligence to adapt and form new
ones. Schemas represent a repertoire of tools, beliefs, theories, values and propositions that have developed
over time through leaders’ personal experiences and exposure (Prahalad & Bettis, 1986; 2000), enabling
them to categorise an event, assess its consequences and consider appropriate actions relatively quickly.
Nonetheless, it is hard for an individual to let go of attachments, with human error and biases likely to occur
(Tsang & Zahra 2008). Bettis, Wong and Blettner, (2003) as well as Prahalad, (2004) reasoned though that
dominant logic can and does breed success, as long as the environment stays stable; but when faced with
radical changes, the path dependencies that the individual has may lead to fatal cognitive entrapment,
rendering the ability to adapt virtually impossible. Since this contingency seems important and current
literature depicts organisational context as being highly volatile, the present study undertakes to gain an
understanding of how senior leaders perceive their contexts.

Leadership Enabling Diversification: Vermeulen and Barkema, (2002) argue that rapid diversification does
not enable learning due to the rapid speed of change, and as Kor and Leblecici, (2005) found, eventually
overextends leaders, creating bottlenecks and ultimately leading to poorly adapted structures. Frisina and
Frisina, (2011) also maintain that leadership behaviour is a central predictor to individual employees and
organisational performance. Marx, (2013) advocates for an integrated view of leadership and strategy, where
the analytical, interpersonal, and decision-making skills of leaders are acknowledged as core functions. The
present study thus reviewed leadership literature to gain an understanding of how leadership might enable
successful diversification, as an important context. Leadership scholars identified a lack of contextual
diagnosis, especially within the volatile dynamics of the global economy, and therefore introduced leadership
concepts based on non-Newtonian frameworks, such as chaos theory (Burns 2002; Tetenbaum & Laurence
2011), adaptive capacity (Heifetz, 1998) and complexity theory (Uhl-Bien et al., 2006).

The overarching criticism of traditional and charismatic leadership theories is that they lack contextual
consideration, which limits their application, hence Osborn et al. (2002), and Uhl-Bien and Marion (2009),
argue that leadership is embedded in the context within which it operates, which acts as a trigger for specific
leadership facets. Kutz and Bamford-Wade (2013, p.8) describe context as, “the interwoven and tied together
the fabric of a situation, which creates an intricate and unique appearance” Kellerman (2013) declares that
contextual intelligence is of paramount importance to leadership, even more than emotional intelligence. To
diagnose context, leaders must be cognitively aware of the interactions and interdependencies of the
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situation, with a global perspective, while they consider and operate within local circumstances (Kutz 2008).
Ireland and Hitt (2005) agree that globalised thinking is essential. To diagnose context accurately an
individual’s current thinking may have to shift (Kofman & Senge 1993).

Mayo and Nohria (2005), also emphasise contextual sensitivity of leaders to understand an evolving
environment, capitalise on trends, align resources with objectives and move with the flow of events to
implement the strategy. Blass and Ferris, (2007) call this skill contextual learning. Kutz, (2008) contributes
that contextual leadership intelligence is an ability to grasp relevant elements from the past, being aware of
the present contextual variables and knowing what the future should be like. This orientation to time had not
received adequate attention in leadership literature (Thomas & Greenberger 1995). In turn, Osborn et al.
(2002) seminal study towards a contextual theory of leadership, explains that leaders attempt to influence
others within their environment by directing what is seen and analysed. They called this emergent
dimension, patterning of attention since it includes discussing what is important, not dictating what to do or
how to do it. Osborn’s later research indicates that leaders’ facilitation of dialogue transforms tacit knowledge
into collective understanding (Osborn & Marion 2009). Lord and Maher, (2002) emphasise that leaders
connect others to a broad variety of potential information sources. Knowing how is the scholastic measure of
intelligence, applicable in situations that are predictable or repeatable, whereas the knowing what is context-
based intelligence needed in unpredictable, novel or unexpected situations (Kutz & Bamford-Wade 2013).

3. Methodology

Given the literature review on diversification and leadership, the research questions in this study are
summarized as follows:

Research Question 1: How are leaders in diversifying organisations describing their contexts?

Research Question 2: How are leaders’ thinking processes enabling diversification?

Research Approach: The nature of the research questions required a deeper understanding of phenomena.
This study thus utilised what Saunders and Lewis, (2012) and Creswell, (2014) refer to as an exploratory
approach, focusing on conducting a detailed analysis of the existing literature and conducting interviews. This
research was unfolding in nature, making it more suited to a qualitative study (Punch, 2002). The researchers
used semi-structured interviews, which offered the opportunity to inquire about themes, to probe and ask
additional questions to garner a more profound understanding of the answers of the participant (Saunders &
Lewis 2012). Since the leadership literature above emphasised thinking processes, while contextualizing
leadership in a dynamic environment, the present study explored how these thinking processes of leaders
might enable successful diversification. The researchers applied the critical incident technique, a flexible set
of procedures used for obtaining facts concerning behaviour in defined situations (Flanagan, 1954). For
example, the typical question was, “Tell me about an incident where you had to take a decision on
diversification: what led to the incident what did you take into account and what was the outcome?” The
technique that was applied during the data collection was scheduled and unscheduled probes, enabling the
researcher to draw out more complete narratives specific to particular topics (Qu & Dumay, 2011).

Research Sample: Since the purpose of this study was to explore the thinking processes of leadership,
involved in diversification, the targeted population had to be senior managers in corporate organisations,
which were executing a diversification strategy. The business environment had to be complex and volatile.
Because an emerging economy such as South Africa can be described as particularly ambiguous, and complex
with high uncertainty (HSBC, 2016), the South African business environment formed the context of the study.
In order to achieve data saturation and representative sample size, Guest, Bunce and Johnson (2006)
recommend that for semi-structured interviews a minimum sample size of 12 is required. There were thus 15
interviews conducted in the current study. This enabled the researchers to explore significant occurrences, as
identified by the theory and participant, in terms of the management of such incidents and the outcomes or
perceived effects.

The information provided enabled the researchers to understand the incident, taking into account cognitive,

affective and behavioural elements. The population for this study thus had the following inclusion criteria as
boundary (Robinson, 2014): Individuals within a leadership role; between the ages of 30 - 60; employed by
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an organisation following, or have followed a diversification strategy within the last five years; senior
management role; minimum of three years’ experience within the current role / similar role. The sample
consisted of 14 males and one female, reflecting the current demographics of senior managers in the South
African workplace, ranging in age from 31 to 53, with an average of 21 years’ experience. Seven of the
interviewees were CEOs; six were directors or executives of either new business or strategy; one senior
consultant and one head of the business. Judgement sampling was adopted as a screening measure, to ensure
that the leaders had been through a diversification strategy at a senior level. It was thus a non-probability and
purposive sample. The interviewees were from 15 different organisations across nine different sectors, for
example, pharmaceutical, banking, insurance, finance, manufacturing, FCMG, ITC, consulting, logistics and
advertising. While the researchers did not use objective performance measures to establish whether the
organisations were successful in their diversification strategy, the participants’ perception was that they
were successful.

Data Analysis: Guest, Bruce and Johnson, (2006) found that for this type of population selection, the first 12
interviews are sufficient to achieve saturation of codes and themes; therefore, the variety and expanse of the
proposed sample pool should provide for adequate data analysis to be done. The researchers used a
qualitative data analysis programme, Atlas ti to assist in the coding, categorising and discovery of
relationships to shape the data analysis process. The initial 81 codes were refined to 63, by creating concept
families to categorise the data (Spiggle, 1994). Data saturation was reached at 13 interviews when limited
new information could be generated. Since the interviews had already been scheduled, they were still
conducted.

4. Findings

Research Question 1: How Are Leaders in Diversifying Organisations Describing their Contexts: Ansoff,
(1988) identified specific vectors to enable diversification, namely vertical integration, horizontal integration,
concentric integration and conglomerate diversification, as described in table 2 below. From the interview
transcripts the researchers established that the interviewees’ descriptions of their organisation’s
diversification strategies represented Ansoff’s (1988) vectors and mostly used more than one vector in their
diversification strategy, for example, six organisations used three of the four strategies, as table 2 illustrates.

Table 2: Vectors of Diversification

Diversification Description Vectors used by

Growth Vector Companies in
Sample

Vertical integration The organisation moves into or acquires suppliers /

customer’s areas of expertise to ensure the supply or use of
its own products and services
Horizontal integration New products (technology unrelated) are introduced to 2
/ related current markets with the realisation of economies of scope
diversification and integration.
Concentric integration Products that are closely related to current products are 6
introduced into the current and / or new markets, leveraging

off the companies’ technical know-how to gain an advantage. 5
Conglomerate Completely new products are introduced into new markets
diversification (technologically unrelated) 6

Source: Adapted from (Ansoff, 1988)

The interviewees indicated that when there was a higher degree of diversification, the complexity in their
context increased. Complexity referred to the number of variables or aspects to consider and the
interrelationships between these variables or aspects that increased. In these instances, even more, attention
was required from the leaders in the organisation to offer direction and clarify ‘why’ they were diversifying.
For example, an interviewee emphasised, “getting the ‘why’ right”. In describing their contexts, the
interviewees mentioned the external market conditions that created the need for change, as well as internal
organisational contexts like the employees that were required to adapt, for example, an interviewee
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observed, “it is a continuous process”. The requirement of continuous change was thus identified as a theme
in enabling a diversification strategy. Interviewees were acutely aware of the challenges in the South African
context, such as the low Gross Domestic Product (GDP) and rating agencies’ negative perception. Several
reported on their difficulties in expanding their businesses into the rest of Africa; prompting them to divest
from non-profitable markets.

Question 2: How Are Leaders’ Thinking Processes Enabling a Diversification Strategy: From the rich
dataset, the researchers derived several themes that described the capacity that enabled diversification? The
researchers identified broad categories of codes that linked to enabling diversification. Five of these high-
level themes are listed in the section below and in the summary table (table 3), more quotes are offered per
theme.

Theme 1: Obtaining Cognitive Awareness of Context: Interviewees had an acute awareness of the context
of operation and their diagnosis of it, and it had a direct impact on their decisions. For example, an
interviewee advised that one needs to keep “evolving due to the nature of the business environment”. In this
regard, the interviewees perceived opportunities in the context as one of the codes that were most frequently
reported. These opportunities enhanced the competitive advantage which the diversification strategy
ultimately sought. Diagnosing context was thus awareness of the current opportunities, but also looking to
the future, enabling agility and speed to be first to market, which positively influenced diversification. The
researchers thus identified the focus on time in terms of past, present and future, with a greater emphasis on
the future. Another code that frequently came up was purposefully diagnosing context.

The interviewees referred to “the right vantage point” in the interviews, as well as having an “intimate
knowledge” of South Africa. The interviewees were also highly aware of the fact that context influenced their
decision making. The code for external context (outside of the organisation) was more frequently mentioned
than the code for internal context. For example, an interviewee reported that “one needs to keep evolving due
to the nature of the business environment.” In the diagnosis of context, aspects such as, “knowing when and
knowing what”, enabled interviewees to select products or refine products for diversification. An interviewee
reported ability of “absorbing information at a much faster pace, and knowing what is relevant and what is
not”. The ability to diagnose context and its impact played a key role in driving the success of a diversification
strategy.

Theme 2: Translating Awareness into Context Knowledge: The researchers identified that interviewees
went further than awareness they actually gained knowledge from being in tune with context. Interviewees
reported that they remained open-minded to the changes in context and were willing to gain knowledge from
the dynamics. The interviewees furthermore reported a need to be open to “different perspectives”, striking a
balance between their own views and those of others. The researchers observed that the willingness to learn
was mentioned most frequently by interviewees. These types of quotes in the transcripts were categorised
under the theme of learning. For example, interviewees indicated that they were “learning from exposure to
other leaders”. They extracted best practices or behaviours and applied them to their own context. Through
this exposure, a process of reinvention or re-imagination occurred that allowed them to adapt to the
dynamics of the context and required diversification. Several interviewees observed evolution in their own
awareness, through reflection on their past experiences, which shaped their mindsets. Learning from
mistakes formed a tacit knowledge or, according to an interviewee, “a kind of muscle memory”. The
researchers observed surprisingly that the interviewees had an acute awareness of other people’s emotions
and their needs; for example, interviewees were focused on whether employees had “an appetite for being
stretched”.

Theme 3: Influencing Others’ Focus on Context: An interviewee observed, “It’s more about the contextual
issues of the current situation, which will make data or information important”. Another called the focus on
certain information an “influence technique”, to obtain buy-in of individuals towards the strategic goal of
diversification. It was noteworthy that asking the right questions were not limited to the situation between
leader and subordinate, but also applied by leaders to those outside of this immediate relationship, to enable
them to better understand the context and get perspective on the diversification. Asking the right questions
and “zoning in on certain things” provided a clearer platform on which subordinates could move forward,
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without “leaving them with too many questions.” Through reflection, respondents were able to learn from
‘mistakes’ or experiences. Leaders enabled individuals to seek out answers themselves. Adjusting behaviours
were illustrated by an interviewee who emphasised the importance of “resetting...hitting the hard, reset
button in certain areas”.

Theme 4: Influencing Through Networks and Appealing to Emotions: Interviewees reported that
developing networks enabled them to gain knowledge, affording the opportunity to “learn from mistakes so
as not to repeat them”. The majority of respondents viewed networking as both an internal and external
leadership function. By focusing on both internal and external networks, it increased the network’s diversity.
Interviewees established direct and indirect interpersonal communication to exert influence into the context.
Awareness of context also played a role in this theme, for example, an interviewee explained the importance
of, “staying abreast of where your environment is...create where you want to be going and what you want to
be doing.” Building relationships contributed to leaders being able to exercise wider social influence. A key
aspect identified by the interviewees was that these relationships were primarily dependant on them having
the “right people surrounding them, partnering with the right people”. Another important aspect was
connecting individuals to information in engendering empowerment and inspiration, for example, an
interviewee observed “It's how you deal with what..so connecting information, employees with
information...to wow them to inspiration.” The empowerment of individuals fostered conditions for the
development of organisational capacity for diversification.

Theme 5: Creating Feedback Loops and Initiating More Change: In terms of the capability for
continuous change, interviewees reported that they initiated measurement or a feedback loop of
how successful the diversification strategy had been and then initiated more change if required. One
of the deciding factors to diversify even further was the driving force for competitive advantage. Interviews
regarded sensitivity to context, as enabling them in decision-making on further diversification, for example
on new products and expanding into yet another market. Interestingly, the interviewees were able to inspire
others, by appealing to their emotions. They used storytelling to relate their own experiences in inspiring
others. An interviewee warned for example, “...make decisions in that context, otherwise diversifying could be
suicidal”. A new level of functioning then requires another wave of change, through the creation of a
“compelling vision” or “future state” to drive an organisation forward.

5. Discussion

Describing and Diagnosing Diversification Context: As mentioned under findings of research question
one, interviewees in this sample, regarded their contexts as being highly complex and requiring continuous
change. Pandya and Rao, (1998) suggest that for organisations to remain competitive, diversification was
popular, especially in response to environmental changes. However, to diversify, organisations need to be
able to rapidly and continuously change their offering into vectors, such as those outlined by Ansoff (1958),
which invariably required new skills and techniques to enable them to change their structure and
functioning. Scholars like Uhl-Bien, Marion and McKelvey (2007) also emphasised the complexity of context
in the knowledge-era, requiring new approaches and continuous adaptation. In this regard, D’ Aveni et al.
(2010), concur that contemporary competitive advantage requires a cycle of creating, destroying and
recreating, through strategic manoeuvring. The current study supports these previous research findings. The
interviewees description of their dynamic context relates to the construct of a volatile, uncertain, complex
and ambiguous (VUCA) environment (Bennet & Lemoine, 2014).

Kutz (2008) also emphasises a conceptual understanding of multiple contextual variables, representing
internal and external dimensions. The self-reflection or intrapersonal aspect was also mentioned by the
interviews, as well as their awareness of others’ emotions, that Kutz (2008) initial theory had not referred to.
The current study likewise emphasised continuous change and adaption relating to diversification. Thomas
and Greenberger, (1995) assert that having an orientation to time is a critical success factor in leadership and
a driving force behind the firm performance. The interviewees in the current study also reported on their
orientation to time. Zimbardo and Boyd (1999) explain the evolution of the notion of time, from Einstein’s
relativity theory to Heidegger’s existential philosophy and Kurt Lewin’s explanations on the influence of both
the past and the future on current behaviour. Similarly, the contemporary social-cognitive thinking of Albert
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Bandura’s (1997) classic self-efficacy theory, states that self-regulation is generated by efficacy beliefs
grounded in past-experiences, as well as current appraisals and reflections on future options.

Cognitive psychologists like Carstensen, Isaacowitz and Charles (1999) emphasise that the perception of time
plays a fundamental role in the selection of social goals. For example, when the time is perceived as open-
ended, meaning future orientated, then people are more focused on gaining knowledge, but when the time is
perceived as limited, emotional goals like focus on the family, are more important. The interviewees reported
on their investment in the present to have an outcome in the future. These findings relate to another study
that showed that when individuals assign more importance to the delayed future consequences of their
behaviour than the immediate consequences, they are more responsible in taking financial decisions
(Joireman, Sprott & Spangenberg 2005). Moat, Olivola, Chater and Preis, (2014) report that there is a greater
focus on the future in countries with a higher per capita GDP. While the sample was from South African
organisations, where the country has a low GDP, the senior managers in this sample had a distinctive future
orientation.

Translating Awareness into Context Knowledge: The concept of translating awareness into context
knowledge was supported by Kutz and Bamford-Wade (2013), who described the idiom of transforming data
into useful information, information into knowledge and knowledge into practice. Interviewees referred to
the process of screening the information present within the environment, interpreting and cataloguing it for
its relevance to the desired outcome of diversification. Prahalad and Bettis (1995) describe this cognitive
process of interpreting the filtered information to ascertain if it applied to any relevant schema categories
and Osborn et al. (2002) called this process the patterning of attention. Ericsson, Prietula and Cokely (2007),
note that the ability to analyse actions and decisions in light of real outcomes requires a far-reaching
interpretative system. Hastsopoulos and Hastsopoulos (1999) found that tacit understanding comes from two
sources: experience and analogical reasoning. This sense-making process included self-reflection. Harrington
and Loffredo, (2011) emphasise the importance of internal self-awareness or self-focused attention to one’s
feelings and mental processes for a greater sense of well-being that is generally used in mindfulness practices.
Kutz and Bamford-Wade (2013) contend that the best source of tacit knowledge comes from experience,
which enhances performance through tactile experience. Interviewees in this study also mentioned their
immersion into context to gain exposure.

Influencing Others’ Focus on Context: The thinking process above on deriving knowledge, went further
than the individual leader. Interviewees described how they elicited involvement by defining boundaries and
allowing employees to experiment. They injected ideas, which related to Uhl-Bien and Marion (2001) notion
of leadership being able to foster conditions that develop organisational capacity, which instead of being
control-driven, generated positive emergence and enabled bottom-up dynamics. The researchers observed
that the knowledge that interviewees gained prompted them to act differently. Brown et al. (2005) emphasise
in this regard that through contextual awareness leaders are able to adjust their style to the situation and
their followers’ needs. In the current study, interviewees also reported on the adjustment of their leadership
styles. Interviewees observed a process of unlearning, likened to Rautenbach, Sutherland and Scheepers’
(2015) notion of environmental triggers for the process of unlearning and relearning. It relates to the
contextual variables highlighted in the current study.

Influencing through Networks and Appealing to Emotions: Interviewees appreciated that they did not
know everything, enabling them to consciously go out and seek new information from people, to better
understand their position within the operating context. Through this exposure, a process of reinvention or re-
imagination occurred that allowed them to adapt to the dynamics of the context and required diversification.
This process spoke to the dimensions of the network development of Osborn et al. (2002). Lichtenstein et al.
(2006) reason that to solve complex situations, a leader needs to bring individuals and groups around a
problem, facilitating the flow and interaction to bring about the change, rather than self-imposing the
answers. The majority of interviewees described networking as both an internal and external leadership
function, providing for network diversity. This was in line with the original multiple influence models
developed by Hunt et al. (1983) and expanded by Brass and Krackhardt (1999). It links closely to the
relational perspective on the leadership of Uhl-Bien (2006), in which the focus is on relationships and not
individuals; the combination of interacting relations and contexts are important. Day, (2001) contends that
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leadership is a social process. Leaders’ story telling also linked to this relational aspect, since the emotional
connection with employees enabled leaders to share those stories that inspired others.

Creating Feedback Loops and Initiating More Change: The interviewees reported that they had to
investigate the real truth on the level of performance of their diversification strategy. They realised that
diversification requires continuous change and as a result had to question the fundamentals on which their
current strategies were based to ascertain where new mental models would be required. Prahalad and Bettis’
(1986) views are relevant to this process since they emphasised that when leaders were asking relevant
questions, it enabled individuals to scan environments selectively. The current study adds to current scholars’
contributions, by pointing to interviewees’ reports on using their judgment, in balancing the extension of the
diversification strategy; and at other times reducing diversification, by maintaining the status quo. This
careful consideration of the pace of diversification, was, however, not represented in the whole sample. A
couple of the leaders appeared oblivious to the dangers of continuous change; for example they had not
recognised change fatigue as a possible consequence of their diversification strategies. These characteristics
of the sample assisted the researchers’ understanding of the findings, since these types of diversification
strategies would require continuous change. The need for consolidation and regrouping before more
diversification is initiated, was unfortunately not recognised.

Managerial Implications: The study’s findings suggest that leadership development must include examining
organisations’ external environment or environment of business’ courses. Lectures should focus on the
development of leaders’ contextual intelligence, by analysing contextual variables. Organisations’ investment
in leadership development must thus include wider exposure to global trends in the market and
opportunities that could be capitalised on. Selection processes of leadership must include the assessment of
future orientation, as the interviewees’ pointed to the importance of this attribute in leadership within
diversifying organisations. Leadership will benefit from creating space in their busy schedules to reflect on
influences from their business environment to inform their decision making around diversification. The
findings of the current study show that an increase in the degree of diversification requires more change and
the more complex the environment becomes. Since the organisations in the sample had various types of
diversification strategies simultaneously, the complexity would have been high and thus required a higher
degree of leadership attention as illustrated in the figure below.

Figure 1: [llustration of Increase in Complexity through Diversification Requires Leadership Attention
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The figure above illustrates the increase in complexity with the relating requirement of leaders paying
attention to continuous change, especially in cases where the diversification strategy includes new products
as well as new markets for these products. Failure in diversification might relate to leadership’s lack of
insight into these implications. The leaders who were interviewed in the present study played an important
role in staying in touch with the external environment to seize opportunities. Leaders must stay in touch with
their organisations and ensure that they include employees in diagnosis of context. The study revealed that
luckily, leaders were sensing others’ emotions and could ascertain when there is change fatigue present. In
these cases, leadership must align the roll out plan of new diversification strategies, to the organisation’s
capacity to deal with more change. Leaders must thus ascertain the optimal pace of diversification.

The findings of this study provide leaders with a framework of thinking processes to enable successful
diversification. For example, the findings encourage leaders to reach out to other leaders external to their
organisation for exposure. An important finding was that leadership was required to regularly adjust their
mindsets and own styles. Critical reflection played a crucial role here. A business coach offers mind space and
facilitates leaders’ discovering their own biases. It is in these moments of reflection and awareness that
leaders see ways of challenging the status quo. For example, leaders must use information from their context
to enable: either more diversification or time for consolidation prior to the next wave of diversification. The
figure below illustrates the findings in the present study on the thinking processes of leaders’ that enable
diversification:

Figure 2: Illustration of Leaders’ Cognitive Processes Enabling Diversification as a Continuous
Reinforcing Cycle
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The figure above illustrates the concrete findings of this study: When an organisation diversifies, the first
thinking process that is activated is dominant logic (as described by Prahalad and Bettis (2000)). This is the
existing belief or schema of what makes an organisation successful. However, dominant logic was later on
pronounced by Prahalad (2004) as not static, but dynamic. It is influenced by the diversification strategy,
which in turn intensifies complexity in the environment. The increased complexity then requires more
leadership attention. As the themes in the present study indicated, leaders had contextual awareness of the
internal organisational and external market environment. In addition to Kutz (2008) perspective, the
interviewees also reported on awareness of others’ emotional needs. Another theme that was discussed
above was the translation of awareness of context into knowledge. There are a range of thinking processes
involved here, like filtering of information. A key thinking process is a reflection that enables leaders to
compare their context knowledge with their existing schemata or mindsets. This process then results in
challenging the dominant logic, which enables in turn, unlearning of current mind-sets.

In addition to the personal change in mind-sets, leaders purposefully inject ideas and patterning the attention
of others to enable them to increase their awareness of context. This exposure challenges others’ dominant
logic and in turn, enables unlearning. Another key action that leaders take is exposing themselves and their
teams to networks, also external to the organisation. In the final phase, leaders ensure a feedback loop on
changes in the context, challenging the current dominant logic once again and through reflection, create a
new aspirational cognitive map or new logic of what the future should look like. This might entail more
diversification and would thus link the process with the previous cycle and create a spiral of increased
intensity of change and complexity. Organisations could take cognisance of this reinforcing cycle to increase
awareness and enable conscious choice on what the next phase of change should entail and manage the pace
of change to ensure the organisation builds capacity for continuous change. Since globalisation requires
globalized thinking (Ireland & Hitt 2015), senior leaders must thus be aware of global trends (Bowen, Baker
& Powell, 2015). This exploratory research revealed that exposure contributed to lateral thinking and it
follows that international educational experiences for South African senior leaders are essential.

Limitations and Suggestions for Future Research: The present study was limited to the perceptions of
senior managers in the sample of organisations that diversified. While a valuable understanding of their
thinking processes was gained in this study, future research could involve a sample of employees reporting to
these managers. In this regard, scholars like Osborn et al. (2002) emphasise that leadership is embedded in
its context and that different managerial levels experience their reality quite differently and these differences
could be an interesting topic for future research. The current study was conducted in South Africa, with a
unique history and contextual variables. Several organisations in this study diversified by exploring markets
in other African countries, with mixed levels of success. The present study explored leaders’ thinking
processes where diversification was perceived to be successful. Future studies could compare organisations,
where the diversification was a failure, to those where the diversification was successful, especially where the
diversification included expansion to new markets in Africa. These future samples must also include objective
data on performance as a result of the diversification, instead of relying on the perception of senior managers
with vested interests in whether the diversification is successful.

Conclusion: The present study contributes to a deeper understanding of leaders’ cognitive processes to
enable diversification. The study highlights the importance of regular reflection. Leaders interviewed injected
ideas and directed the attention of employees to relevant information. They inspired others by appealing to
their emotions. The study offers insight into the mechanism to enable diversification, by keeping in touch
with external contextual variables, such as international trends; and to feed this information back into the
organisation to prompt more change towards diversification.
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Appendix: Table 3: Themes with Quotes from Interviews and Associated Literature

Themes and Quotes Link with
Codes Literature
Perceptions on Diversification
Types of Product development: “It’s basically all metal in our products..so Diversification as
diversification: a all these products that we diversify into, all come from metal”; growth strategy and
higher degree of “This year, we rebuilt our website, we wanted to diversify more types of
diversification - into online...so build less physical stores” diversification
increase in (Ansoff, 1958; 1988)
complexity
Diversification “I think getting the ‘why’ right for me is very important because Insight of top
requires the ‘what’ is there, it’s factual, you need to get the results, but management to
direction: Why do  ‘why’?”; choose the right
we diversify? “We call it ring-fences: what we can control, what we can’t control strategy  (Prahalad
and based on that what makes us ready to move” and Bettis, 1986)
* Continuous “For survival: you have to diversify and it’s a continuous change, Context
change required it’s that continuous moving, that keeps you alive”; characteristic: VUCA
"We are working in fast-paced times, that changes every day”; (Bennet and
“How do you keep one step ahead of the curve?” Lemoine, 2014);
Chakravarthy (1997)
Leaders demonstrated being in touch with their context and others’ emotions
Cognitive “This whole inter-connectedness of life”; “Understanding who will ~Contextual
awareness of affect me directly or indirectly; a stakeholder map”; intelligence of
complex context: “Your biggest brand ambassadors are your clients because they Zeitgeist: Spirit of
Diagnosis of hold more data than anyone else.” time (Mayo and
context Nohria, 2005);
Diagnose context:
Kutz and Bamford-
Wade, 2013)
Time orientation: “Only by what history has done can you plan forward”; Time Perspective
Balance “Understand the paradox: You need to look for now, and you still (Zimbardo and Boyd,
look into the long-term distance”; 1999)

*  Future time
orientation:
opportunity focus

Openness to new

“You learn from your past, in terms of your life experiences”;

“..to put context to what’s relevant today and what needs to be
done today, which will get you to where you’re going”;

“You are where you are today based on the sets of decisions you
made to get there.”

“Follow an evidence-based approach, to find out what’s going on,
and through which, to find a gap to create the opportunity for
you’;

“..to engender that inspiration, that passion, that fire that keeps
on fuelling”;

“You can make one-degree positive moves in anybody’s life that
can turn out to be 30% positive in three years’ time”;

“Be the game changer in your greater context”; “where you want
this business to be”;

“Creating a compelling enough story that people want to follow

”

you

Immersion in context:

Convergence of past,
present and future in
3-Dimensional

thinking (Kutz, 2008)

Future focus leads to
responsible financial
decisions (Joireman,
Sprott and
Spangenberg, 2005)

Humility in
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information
assisted in
gaining
knowledge

Reflection:
conscious of the
lens; meta-
thinking

* Sensing others’
emotions and
needs

Leaders demonstrated adaptability and influenced others’ thinking and emotions

Filtering
information:
Dominant Logic

Patterning of
attention of
others

Courage to ask

“Engaging and listening to people in your immediate space”; “I
learn a lot from folks who have different backgrounds,
perspectives”;

“I enjay, sort of, functioning with them (the team)”; “humility in
the university of life”;

“I have to be very aware of what’s going on around me”; “
exposure to other leaders assisted me in gaining knowledge.”

my

“It’s the time to think, the time to connect the dots”;

“You look back and you think I could have been better here”;

“I have the ability to influence the lens, which I look through”;
“Introspect as to why you're feeling that way and to look beyond
the peripherals”

Self-knowledge: “I can be difficult, but also participative. I want
the results”; “I don’t particularly like networking”; “it’s actually my
weakness”;

“I have the iron inside: unwavering determination”

“What is their appetite for really being stretched”;
“Choose the right people within the team”; “knowing others’
personally and their home situation”

“You got to manage your brain and that’s why I call it cognitive
load management”; “listening to others’ way of thinking”;

“assess what is important”;

“give the organisation a sense of direction”

“You need to teach people how to think”;
“the strategic dance”;
“injecting ideas and brainstorming is incredibly important”

Building consensus:“How we can collectively own a decision to

Leadership Vs.
Arrogance (Vera and
Rodriguez-Lopez,
2004)

Self-awareness;
insight that leads to
wellbeing
(Harrington
Loffredo, 2011)

and

Emotional
Intelligence
(Goleman, 1996)

Choosing  relevant
information;
Peripheral vision of
Dominant logic
(Bettis and Prahalad,
1995)

Patterning of
attention (Osborn et

al, 2002)

Encouraging

challenging move forward”; “it would start generally with a whiteboard and different viewpoints
questions: brainstorming where they are involved”; (Kutz, 2008)
Dialogue and ‘I like to create thinkers. I'm here to create change agents”; “the Enabling leadership
conflict leader steps back”; ”I do not give them answers anymore...I ask (Uhl-Bien, Marion
resolution questions”; raising difficult questions” and McKelvey,
2007); Consensus
builder (Kutz, 2008)
Building Connect others with networks: “Engaging with different Social Capital (Arena
collaborative industries, trying to see where there may be an opportunity”; and Uhl-Bien, 2015);
relationships “partnering with the right people”; “relationships in terms of Building networks
across finding a purpose/a joint purpose”; (Osborn et al., 2002);
boundaries: “finding out what people did wrong because you learn more from Communication
Network that than what people did right” (Kenny, 2012)
Diversity
Intentionally “l think you have to reimagine yourself’; “I have to really force Contextual
adjust leadership myself to go to these events”; “I have to make a conscious effort to intelligence
style do it”; “That was outside of my comfort zone”; consequences:
“I have a business coach”; “I can’t control the market...but I can adjustment (Nye,
control the way I feel and the way I behave”; “I have chameleon- 2011); behavioural
like behaviour” adjustment (Kutz,
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* Increase speed

of learning:
unlearning and
relearning

*  Appealing to
others’ emotions;
enrolment
through
inspiration

Creating a safe environment: “Learning not to make the same
mistake again”;

“leaders must catalyse the collective reflection”;

“give them the freedom to fail quickly and to relearn at the fastest
rate”;

“First, you need to define the boundaries, then let them play”;
“freedom to be able to do what you need to do and make the rules
that you need”;

“You reflect - you learn and you unlearn. It’s an iterative process”

Affective component: “connecting employees with information
can ‘wow” them”; “use storytelling”;

“people are only willing to die for a cause, if it is their cause”; “use
metaphor to explain: you take a telescope as if you're looking into
a tunnel at different scenarios and you go back again, back and

forth”

Leaders enabled measurement and feedback and initiated more change

Feedback
and
New Logic

loop

Balancing
consolidation and
more change

“Understanding the fundamentals, the real truth and seeing where
and how we can be better”;

Challenge Dominant Logic yet again:

“Reimagine...to start opening up one’s mind to see things
differently”

Use judgment on whether new wave of change is required:
“Having an intimate knowledge of the context by within which we
operate, and then being able to make decisions in that context,
otherwise diversifying could be suicidal”;

Timing of next wave of diversification: “Diversification doesn’t
necessarily mean adding continuously, but it’s a balance of
knowing when to add and sometimes you need to take away”

2008); fixing context:
(Sternberg, 1988)

Unlearning
(Rautenbach,
Sutherland and
Scheepers, 2015);

reflection on learning
(Heyler, 2015)

Vision and
inspiration from
Transformational
Leadership (Bass,
1985)

Behavioural logic:
thinking, feeling and
acting (Bettis and
Wong, 2003)

High-performing
individuals  (Kenny,
2012); (Ansoff, 1958)

* The rows with an asterisk, indicate constructs not previously identified in relation to contextual intelligence
and thinking processes during diversification
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