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Small and medium-sized enterprises (SMEs) make up most of the construction
industry in Australia. The recent COVID-19 crisis emphasized the challenges of
strategically managing labour; materials; interdependencies; customers; and financial
solvency/viability. While existing studies have provided insights into strategic
responses taken by construction firms generally; there is a lack of research regarding
how and why construction SMEs implement such responses. This paper introduces a
novel conceptual framework for analysing strategic management practices and
identifying opportunities for adapting to industry conditions. The framework
incorporates 10 key strategic response measures identified from extant literature and
has been qualitatively tested through 30 semi-structured interviews of employees in
the South Australian construction industry. Responses were thematically analysed
following general theories of resource allocation and stakeholder management. All
10 measures were verified as pertinent. Four additional strategies were identified as
being especially important to SMEs during times of crisis: collaborative culture;
promoting corporate values/objectives; succession planning and human resource
management. This framework will assist practitioners and policymakers in ensuring a
more robust future for construction SMEs.
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INTRODUCTION

The construction industry is accustomed to experiencing disruption (Armstrong et al.,
Aug 2021), whether due to cyclical economic or financial trends, disasters (man-made
or natural), extreme and unpredictable weather conditions, or “normal” change
management. Operational challenges regarding supply chain, labour relations, asset
management and workplace health and safety are all “run of the mill” issues for
construction management. However, since the onset of the COVID-19 crisis in 2020,
the Australian construction industry has been experiencing a 'perfect storm' of adverse
conditions in the form of an unprecedented combination of high levels of demand,
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fixed price procurement, and extreme shortages of materials and labour. This 'perfect
storm' has led to a 'profitless boom' with contractors commonly experiencing
significant delays, spiralling costs, and financial losses on construction projects.
Consequently, in the 2022/23 financial year, construction insolvencies reached a 10-
year high with 1,872 Australian construction companies entering administration or
having a controller appointed (ASIC, 2023).

In Australia, construction is the fourth largest industry in terms of employment (ABS,
Dec 2021) and share of GDP (RBA, Dec 2021) and most businesses are small and
medium-sized enterprises (SME). This industry generates total income more than
$499 billion (ABS, 2023). To stabilise construction and ensure a more resilient
foundation, it is critical that a strategic management framework be developed to assist
constructing for the future.

Previous studies have examined strategic responses by the construction industry to
adverse conditions, particularly in the turbulence of recession (Tansey et al., 2013);
however, the industry conditions being experienced in Australia and, indeed globally,
have not been explored in depth nor from the viewpoints of all stakeholders. This
paper outlines applied research that has been undertaken to explore “how” and “why”
certain strategies have been implemented to tackle the impacts of these industry
conditions in one small-medium enterprise in the South Australian construction
industry. This research introduces a conceptual framework that brings together the
context of the industry and the factors currently being faced, linking these to the
relevant underlying theories and strategic management principles.

LITERATURE REVIEW

This study examined extant literature that researched the impacts of COVID-19 on the
global construction industry. Two databases (Scopus and ProQuest Central) were
utilised due to their nexus with management, as well as engineering and the built
environment. Key terms for the search were “COVID-19 impacts” and “Global
Construction Industry” to be found in the Title, Key Words and Abstract. A global
search was conducted due to the dearth of Australian-specific studies in this area.

The search included journal articles, conference papers and books written in English
in the areas of business, management, accounting, and engineering. Focus was given
to literature published in 2021 and 2022 as those published in 2020 were deemed to
concern the initial reactionary strategies implemented due to COVID-19. The search
returned 129 results. Of these, 13 publications were selected for analysis of industry
conditions and strategic responses based on a combination of three main criteria:
firstly, highest number of citations; secondly, extent of global coverage; and, finally,
with the breadth of scope to which strategies were considered across operational
aspects. Six industry conditions were identified across the selected studies. These
were: skills shortages, changed working conditions, shortages of materials, project
delays, rising cost of materials and cashflow pressures.

Strategic responses identified from the literature were largely focussed on tangible
aspects of business. Employee well-being processes that directly responded to
regulatory requirements such as mask wearing, hand sanitising and social distancing
represented early responses (Alsharef et al., 2021; Jones et al., 2022; Leontie ef al.,
2022). As part of changes in working arrangements, there was greater adoption of
technology for meetings that moved online which, whilst difficult in the initial stages
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for some SMEs, did result in greater collaboration (Nnaji et al., 2022; Ogunnusi et al.,
2020; Sami Ur Rehman et al,, 2022).

Relationship management with both subcontractors and suppliers became critical as
the industry experienced greater shortages in both labour and materials (Husien et al.,
2021; Leontie ef al., 2022; Ling et al., 2022). Australia was particularly impacted by
the closure policies implemented in China (Husien ef al., 2021; Leontie et al., 2022;
Ling et al., 2022). Project management and the need to adopt more advanced
scheduling and planning processes, such as Building Information Modelling, were
areas of strategic response necessary not only due to the shortages but also significant
project time delays (Jones et al., 2022; Ling et al., 2022; Orzet and Wolniak, 2022).

From a legal and financial view, significant strategic responses were required to
navigate contractual implications and pricing mechanisms, deal with
liquidity/solvency issues, and to maintain viability/profitability. Studies looked at the
inclusion of contingencies in standard building contracts and whether contractual
“force majeure” clauses sufficiently covered the impacts of COVID-19 (Alsharef et
al., 2021; Ogunnusi et al., 2020; Sierra, 2022). Innovation in pricing mechanisms was
required to handle these new industry conditions (Husien ef al., 2021; Mercy et al.,
2021; Sami Ur Rehman et al,, 2022). Seeking new avenues of credit and changing
cash reserves were amongst strategies utilised to deal with cashflow difficulties
(Alsharef et al., 2021; Sami Ur Rehman et al., 2022). In many countries, government
support was received to aid liquidity (Leontie ef al., 2022; Ogunnusi ef al., 2020).

This literature suggests that the multitude of strategic responses to current industry
conditions are transient in as much as they are reactive to the conditions without
appearing to establish longer-term structural change. The following section outlines
the theories that were analysed to create the theoretical foundation for this study.

METHOD

The methodology for this study follows the phases proposed by Jabareen (2009) for
developing a conceptual framework to ensure relevance and validity. This approach is
illustrated in Figure 1.
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Figure 1: Research Approach

The predominantly qualitative research design for this thesis was undertaken as a
pragmatic, explanatory single case study with four embedded areas of analysis. These
embedded areas are Innovation and Learning, Internal Processes, Customer and
Financial. Identified as pragmatic because the study incorporates a variety of methods
(both quantitative and qualitative), techniques and procedures to collect and analyse
data (Creswell and Creswell, 2018). Explanatory in nature because it comprises data
based on cause-effect relationships which explain how and why certain decisions
occurred (Yin, 2014).
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Regarding the use of a single case study, given that there are multiple embedded units
of analysis which seek to answer questions of “how” and “why” certain strategic
responses were implemented, Yin (2014) argues that construct validity and analytic
generalisation is possible. Being that the lead author is able to conduct the research as
an intern within the case study organisation, provides an exceptional opportunity to
access information which is usually not given to third parties, further supporting the
use of a single case study in this instance.

The research is being conducted by the lead author over a period of approximately one
year as an internship with G-Force Building and Consulting Pty Ltd (G-Force), a
family-owned company with 39 employees established in 2006 and based in Adelaide,
South Australia. Industry internships are encouraged by the Australian Government to
promote applied research that will be valuable to the industry (DESE, 2021). This
approach enabled the co-design of the research methodology which is important in
making the research more valued and interesting for the industry (Freytag and Young,
2018). Planned methodologies were developed in consultation with G-Force
management to ensure they were relevant and would add value to the study and initial
findings from the literature review were formally presented to the executive
management to ensure they made sense and aligned with the context of industry
strategy.

Qualitative data were predominantly collected via semi-structured interviews with
identified stakeholders, namely the employees of the organisation (internal
stakeholders) as well clients, suppliers, and contractors (external stakeholders). The
semi-structured interview technique permits the stakeholder to elaborate on subjects
which are directly relevant to them, thereby assisting them to articulate their thoughts
(Freytag and Young, 2018). Ethnographic observations are utilised for the purpose of
triangulating the interview results and for the purpose of realism and relativism
(Freytag and Young, 2018). Documentation and archival records were also analysed
to offer evidence of strategic responses and implementation, including communication
to stakeholders. Analysis of official documentation and records together with
triangulation from external stakeholder interviews and ensuring no business
involvement in the analytical stage and write-up of conclusions mitigated the risk of
bias and supported the building of objective knowledge (Freytag and Young, 2018).

Extended Theoretical Framework

As the first step towards developing a novel conceptual framework to assist SMEs in
making strategic responses to construction industry conditions, a framework was
constructed based upon the following two established theories: resource-based theory
and stakeholder theory. These theories were deemed the most suitable as the basis for
the framework as the six industry conditions identified from the literature review
concerned limited resources management and relationship management of internal and
external stakeholders.

Resource-Based Theory

Resource-based theory (Penrose, 1959), while initially referred to as a theory of the
growth of firms, can also be used to examine sustainability and the outperforming of
rivals (Rugman and Verbeke, 2002). As stated in the fourth edition of The Theory of
the Growth of the Firm, “the firm... is a collection of productive resources (human
and non-human) under administrative coordination and authoritative communication
that produces goods and services for sale in the market for a profit” (Penrose and
Pitelis, 2009). The terms “administrative coordination” and “authoritative
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communication” indicate the sphere in which control of the organisation exists. The
single entity case study approach adopted by this research enables in-depth research of
the strategic management of the resources within the bounds of the firm.

Stakeholder Theory

Stakeholder theory was first developed in the 1980s to provide support to managers
facing difficulties strategically managing their organisations during unstable times
(Freeman and McVea, 2001). Stakeholders have been defined as a “wide range of
groups who can affect or are affected by the corporation” (Freeman, 1984).
Stakeholder theory provides a framework for managing stakeholders in three separate
areas: rational, process and transactional. This approach provides techniques for
mapping the stakeholders of the organisation, understanding the internal processes of
the organisation and provides an explanation of how to analyse the interactions
between the organisation and its stakeholders (Freeman, 1984). Stakeholders have
been further defined as primary or secondary (Gibson, 2000) where primary
stakeholders have an official or contractual relationship with the organisation and
secondary stakeholders are others that can influence the organisation, such as
environmental groups, industry bodies, and other societal participants.

Stakeholder Investigation: Findings from the Semi-Structured Interviews

Verbatim transcripts of the interviews were reviewed and sorted into areas of strategic
response using Braun’s (2006) Thematic Analysis to identify themes and sub-themes
that arose during the interviews. Determination of what constituted a theme or sub-
theme depended on the prevalence of strategic ideas that arose across all interviews.
Prevalence here does not only refer to the number or extent of occurrences across the
interviews but also the emphasis or importance placed on the ideas by the participants.

In the first instance, the lead researcher noted key words at the conclusion of every
interview. These key words facilitated the development of patterns across all
interviews. These then formed the basis for the codes and subsequently inductive
reasoning gave rise to the themes and sub-themes. Field notes from observations and
minutes of meetings are intended to be coded using the same inductive thematic
analysis. By using thematic analysis inductively rather than theoretically, there is a
closer link to the data itself which has a close correlation with grounded theory (Patton
and Patton, 1990).

The responses from the executive management team validated the framework derived
from the 13 global studies discussed above. Responses from employees in the broader
organisation (administration, project management, site supervision and tradespeople)
demonstrated a clear indication that other deeper, more intangible strategies were of
equal importance in “riding the storm” of challenging industry conditions.

Additional strategies consisted of building a more collaborative culture, accessing
more extensive human resource (HR) facilities, succession planning and a very strong
overarching strategy for reiterating, communicating, and upholding corporate
objectives and values. While the executive management team said these were
strategies that had always been in place, it was clear that other employees felt there
needed to be greater focus and emphasis on these strategies in times of crisis.

Employees felt that in times of crisis it was more important than ever to implement
strategies to continually improve effective and innovative means of collaboration
between team members working at different sites and locations, as well as with
external stakeholders such as customers, suppliers, and subcontractors. Some
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participants expressed the importance of this collaborative culture being engendered
from the very top.

This feeling extended to the need to have strategies to give all employees access to
more extensive HR contacts, whether through additional staff in the organisation,
industry specialist well-being organisations (such as Mates in Construction in
Australia) or experts in employee well-being, such as Employee Assistance Programs.
Participants stated that in an industry already renowned for its high suicide rate,
working under high-pressure industry conditions required more concentrated strategic
investment in the HR side of any construction SME. Suggestions also arose for better
reward and recognition strategies to demonstrate the value of employees.

Succession planning also arose as a topic. Participants raised not only the
management and ownership succession of the director but also of people in all roles
throughout the organisation. Employees at all levels felt it was important for everyone
to know where they belong in the “grand scheme of things”, with investment in
learning and development to ensure that their vocational pathway continued to receive
support and investment.

As an overarching strategic goal, most employees referred to some need to reiterate
and extoll corporate values and objectives. Any lack of clarity or focus would have a
detrimental impact on the sustainability of the firm given that the industry conditions
were exerting such pressure on all participants as well as the bottom-line.

Rethinking the Conceptual Framework

Developing a new conceptual framework involves an ongoing interaction between
concepts, data collection and analysis (Orlikowski, 1993). Given the issues that the
Australian Construction Industry is facing, the learnings from the literature review
regarding strategic responses to various elements of the same categories of issues and
the importance of these underlying these factors, it was necessary to explore existing
strategic management models for a means of organising these components in a logical
and ordered manner.

Following a further literature review, two possible models were identified which
would enable incorporation of all these fundamental components. Firstly, Kaplan and
Norton's (1992) balanced scorecard (BSC) and secondly, the European Foundation for
Quality Management Excellence Model (EFQM) (EFQM, 2021).

These two strategic management models have been compared in several studies
(Presecan, 2020; Wongrassamee et al., 2003). Whilst findings were inclusive
regarding the optimal approach, for the purposes of this study there were several
factors that indicate the BSC should be adopted. Firstly, the EFQM model does not
offer any insight on what strategies should be adopted for improvement. The matter
of Employee satisfaction is not fully addressed in the EFQM model. The Balanced
Scorecard links key performance indicators to strategic objectives to clearly formulate
strategy. The scorecard sets, and measures against, specific targets. Finally, the
Balanced Scorecard emphasizes cascading strategic objectives to every level of the
organisation including business units and individuals.

The BSC is a theoretical framework that was originally introduced to address the
identified need for a performance management system which focussed organisations'
strategies on longer-term goals rather than cyclical financial indicators. The BSC
allows managers to view the business from four important perspectives: financial,
customer, internal business, and innovation and learning. This framework has since
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evolved into more than a system focussed on performance. It is now widely used as a
strategic mapping tool (Norton and Kaplan, 2018).

This model is used to synthesize the concepts of current industry conditions and
strategic responses, as identified in the literature review, with the underlying
theoretical foundations previously described together with the findings from the
fieldwork with G-Force. This process follows the methodology proposed for
developing a conceptual framework (Jabareen, 2009).

Figure 2 shows the new extended conceptual framework resulting from this
synthesisation. It contains the perspectives of the Balanced Scorecard, (the four
embedded units of analysis for this study), the identified issues at play since the onset
of COVID-19 and the strategic responses to these industry conditions. Overarching
all these elements is the importance of the Corporate Values and Objectives.
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Figure 2: Conceptual Framework

DISCUSSION

From the research carried out to date, it has been possible to develop a conceptual
framework for identifying, reviewing, and analysing strategic responses that are taken
by SMEs in the construction industry. The initial concepts for the framework were
developed using the learnings from the literature review relating to the industry
conditions arising from the COVID-19 pandemic and the resultant strategic responses
that were identified in the 13 selected studies across various nations. With
foundations in the resource-based and stakeholder theories, this framework was used
to identify the units of analysis required for each organisation, together with the
relevant stakeholders whose perspectives must necessarily be considered. The results
from the interviews with internal stakeholders in the case study entity allowed the
conceptual framework to be further developed and enhanced, particularly in terms of
learning and development unit of analysis.

Previous research has given rise to many of the tangible themes for strategic responses
in the construction industry, however they have not explored at sufficient depth the
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reasoning and connections between those themes nor offered themes that consider all
stakeholders connected with a firm. As this study continues, the reliability and
validity of the emerging conceptual framework will be further established.
Triangulation of the findings will provide a framework that is more robust and
provides clearer direction for navigating the future in global construction. Ultimately,
the framework will be developed to such an extent that it may be used to provide
insights for policymakers regarding legislative decision making in regulation and,
where necessary, subsidisation in times of crisis.

CONCLUSIONS

Globally, the construction industry is a vital part of everyday life, however the
COVID-19 crisis revealed challenges in how SMEs can strategically manage a variety
of influences. While previous studies have provided insights into the responses taken
by construction firms generally, there is a lack of research regarding construction
SMEs. This study has sought to fill that research gap by introducing a novel
conceptual framework for reviewing, analysing, and implementing the strategies
SMEs require during adversity.

Using an in-depth case study approach, the results demonstrate that sustainable
strategic management requires not only that focus is given to financial well-being, but
also necessitates that all resources at disposal should be encompassed, which impacts
how response strategies affect stakeholders. Employees require strong strategies
regarding how they are managed as a resource, their involvement in collaboration, and
their future within the organisation. Above all, employees need to see that the
strategies implemented in times of crisis extol the virtues of the corporation’s values
and objectives. These issues were incorporated into a new extended conceptual
framework to provide SMEs with opportunities to analyse strategic management
practices and adapt to new industry conditions. Its use is not only valuable to
practitioners involved in the industry but also provides insights to governments,
particularly in formulating relief packages in times of adversity but also in laying
foundations in constructing for the future.

There are limitations to this study. It is focused specifically on the industry conditions
experienced since the onset of COVID-19 and examined strategic responses identified
in a selection of 13 studies. It was also validated through just one Australian SME.
Further research is required to test the new framework's validity and reliability.
Additional findings from planned research and an updated conceptual framework will
be published later.
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