
Chapter 8 

The Composter

The present chapter discusses the most successful diversification project of the
three cases we studied. It concerns the movement into the composting of
vegetable, fruit and garden waste by Agripride, a small company that up till then
mainly carried out a variety of contract work. The project was so successful in
terms of turnover and financial rewards that Agripride’s owner-manager decided
to triple its size only a few years after he had started it up. Opposite to
Agripride’s success, we have seen in Chapter 6 that Colifox’s management
decided to drastically cut back its efforts in Latin America the moment the sales
manager, who was responsible for the project, left the company. The efforts,
time and money spent on the Latin American market have, however, not been
without any payoff. For one thing, their experiences made them more aware
what they wanted to pursue definitely: European growth in order to become a
major European company in their market. The diversification project of Beltics,
which we discussed in Chapter 7, was at the first stages of its development all
through the time we studied it. Although their thinking about the new business
certainly developed, severe market and financial problems prevented Beltics’
management from making substantial progress.

Our presentation of Agripride’s diversification project follows the same format
as the two foregoing case studies. We begin with a short introduction of
Agripride and its owner-manager and then go on to describe and characterise the
diversification project he started up several years before we started our inquiries.
Next, adhering to our theoretical framework consisting of five learning areas, we
build up his images of the diversification project based on two rounds of
interviews. Similar to the first case study we employed all three cognitive
mapping techniques discussed in Chapter 5: content analysis, the repertory grid
technique, and cognitive mapping using Decision Explorer. Contrary to the two
preceding case studies, we will not go to any trouble to avoid mentioning
Agripride’s activities. There are many companies like Agripride in the
Netherlands and, unlike Colifox and Beltics, merely mentioning its activities will
not lead to its identification.
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A diversifying contractor

Agripride is a small contracting firm just as many others in the Dutch
countryside. The father of its current owner, John Hawthorne, founded it as a
farm some sixty years ago. Through the years his father purchased several
specialised mowing machines and started to rent his services out to other
farmers, in due time even up to a radius of a hundred kilometres. When John
took over the company from his father some thirty years ago the company had
developed into a medium-sized agricultural contractor employing fifteen people,
including a blacksmith. The economic crisis in the beginning of the 1980’s hit
the firm hard and John had to reduce the number of employees to only three.
After he had recovered from this difficult period, John increasingly focussed his
attention away from agricultural contract work towards a range of other
activities (see Table 8-1). Currently, Agripride employs ten people (including
two of John’s sons) and receives less than ten percent of its turnover from
agricultural contracting.

Up to the beginning of the 1990’s Agripride still mowed caraway and
coleseed on a moderate scale but since then the cultivation of these crops has
steadily decreased due to a fallow regulation. Now Agripride only incidentally
mows milk thistle as it still has the required machines but, as John stated, ‘the
demand is not large enough to invest in new machines’. On a similar scale he
sprays herbicides (‘crops protecting’ as John refers to it) for a few farmers
nearby. He vividly told us how his father used to visit every farm worker in the
neighbourhood on his bicycle to spray their vegetable garden. Moreover, the
company still owns thirteen hectares of land on which it builds sugar beet; John
even rents another five hectares for this purpose as ‘it does bring another bit in’.

Agriculture: growing sugar beet

Agricultural contract work

Spraying herbicides

Grit sprinkling on regional roads

Earthmoving for road and building constructors

Delivery of sand and ground

Transportation (e.g. of seeds)

Container rental to building companies

Demolition work

Composting of vegetable, fruit and garden waste

Table 8-1
Agripride’s business activities
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When things were not going well in the beginning of the 1980’s, John started
with the transportation of seeds and various kinds of sand. Agripride’s turnover
really started to grow, however, from the middle of the eighties with the rise of
its earthmoving activities for road and building constructors and local and
regional governments, to currently become Agripride’s largest business activity
from which it receives some seventy percent of its turnover. More recently
Agripride started to rent out small containers for construction waste to building
contracters on a small scale. During our empirical research he decided to expand
this activity and invested in the purchase of new containers. Occasionally,
Agripride performs demolition work for building contractors as ‘we have the
equipment for it’. Moreover, for twenty years now (with some intervals) John
has been sprinkling grit on regional roads during the winter as ‘it provides a nice
stream of income [when] due to the weather conditions other activities are
largely at a standstill’. Finally, a few years ago John Hawthorne started to
compost vegetable, fruit and garden waste on part of his land; this activity is the
focus of our research. Undoubtedly, this will not be his last venture; at the end
of our research project he seriously thought about starting to process
construction waste too.

Agripride’s ‘management team’

Agripride is formally a one-man business and like many family businesses the
owner and his wife run it in close co-operation. In this case, John’s wife Rose
does the bookkeeping and largely handles the company’s administration. Most
of our interviews with John were also attended by Rose and took place in the
kitchen of the farmhouse they lived in and which formerly belonged to John’s
parents. On several occasions she joined the conversation to fill in the gaps her
husband left in his stories and explanations. Due to this interaction it became
clear during our interviews that John is more the entrepreneur initiating new
activities and continuously looking for new possibilities than his wife Rose.
From time to time his friendly eyes sparkled when he told in a lively manner
about the opportunities he had exploited or the new ones he had recently
identified. Just like two of his brothers, John started to work in his father’s
company after he left school but whereas his brothers left the company, he
continued until he took it over from his father. Likewise, he expected that his
two sons – both in their early twenties now – will succeed him in the future. As
we will see, this expectation influenced his conceptualisation of Agripride as a
company.

The diversification project

Five years before we conducted our first round of interviews, John Hawthorne
started with composting vegetable, fruit and garden waste a few kilometres from
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his farmhouse. He did not perform any thorough financial or market analyses
but just started because ‘they have to bring it somewhere, don’t they?’. Only
shortly before, he had noticed that some farmers simply threw such waste on big
heaps, which they spread over their land after some time ‘often with pieces of
plastic, reed, and glass still in it’. When one of his employees started to compost
at his father’s place ‘I started to think about it too’, John stated, ‘they just did it
like that’. Then he referred to a farmer in a nearby village who composted on a
larger scale and got into a lot of problems with his neighbours, the municipality,
and the regional government due to vermin. John declared that after having seen
these problems, he had decided to do things properly from the start.

He started with laying out a solid, watertight floor to prevent leakage or other
accidents that would force him to renew it completely. In the years that followed
investments grew steadily. Amongst other things, John bought a special shovel
to build and turn the heaps of compost. He also hired a full-time employee to
manage the delivery of waste and the composting process. When waste is
pulverised and big heaps are built out of it, other employees of Agripride or
people hired from a temping agency join in. The main end product is fertile
black ground that is sold again to growers and horticulturists.

Within a few years several municipalities, the province and many local
citizens brought in their waste. Since its start Agripride’s composting business
has grown strongly from 1,000 to nearly 8,000 cubic metres in only four years.
Agripride owed part of this growth to tightened environmental legislation in its
first years. To be prepared for future growth and to be able to lower the current
height of the heaps (which will speed up the composting process), John tripled
the composting area towards the end of our research. At the same time he
changed the way of composting and bought several machines for this purpose.
What is worth noting here is that civil servants from the regional government,
who inspect the composting area regularly, were from the start very enthusiastic
about Agripride’s approach and even prescribed the specific composition of the
watertight floor to others.

Characterising Agripride’s diversification project

When Agripride started to compost vegetable, fruit and garden waste, its owner
John Hawthorne was aware that he had entered a line of business he had no
experience in whatsoever. Next to the land on which he laid out the composting
area, the only link with the other businesses is the possibility to use some of
Agripride’s (rather general) equipment to build and turn the heaps of compost.
The process of composting and the sales of its end products were, however,
unfamiliar to John Hawthorne and all of his employees (and still are, for some
part, as we noticed during our interviews). Looking at it from the viewpoint of
Ansoff’s classification of corporate strategies (see Figure 1-2 in Chapter 1), the
project is a nearly pure example of conglomerate diversification. In Ansoff’s
terminology, the product mission and the product line are new to the company
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while the technology it involves is unrelated. However, as he expects synergies
from using several machines, it may also qualify as concentric diversification.

Following Rumelt’s classification of diversified firms (see Figure 1-4 in
Chapter 1), Agripride was in between a dominant-unrelated and a related
business before it started with its composting business. When we started to do
our research, the composting business already provided nearly twenty percent of
Agripride’s turnover. Earthmoving and related activities took care of nearly
seventy percent of the turnover, which is equivalent to a related ratio of 0.7 and
exactly on the boundary between a related and an unrelated business. During our
research the share of the composting business rose well above twenty percent,
lowering the related ratio below the critical limit of 0.7 and making Agripride a
basically unrelated business. In the case of Agripride, Ansoff’s and Rumelt’s
classification are well in line with each other.

Mintzberg’s (1988) categorisation of corporate generic strategies leads to a
less straightforward characterisation of Agripride’s expansion. It is clearly an act
of diversification but it is less evident if it is related or unrelated. To Mintzberg,
in case of related diversification the firm draws upon some core competence or
asset. The former is not the case and became less so during the course of the
diversification. The latter is however. Nevertheless, we are inclined to consider
it as an unrelated diversification move given that Mintzberg also stressed that
diversification fundamentally exists in the mind of the beholder, in this case the
owner-manager. Moreover, Agripride does use some of its machines but their
employment is quite different from their use in Agripride’s other businesses.
Thus, a somewhat broad interpretation of the classification schemes of Ansoff,
Rumelt and Mintzberg leads to a similar characterisation of Agripride’s move
into the composting business.

Composing the owner-manager’s image – Round I

Similar to the case study of Colifox in Chapter 5, we construed three kinds of
cognitive maps on the basis of our interviews with John Hawthorne. Table 8-2
shows the inferences we drew from our analysis of the maps. In general these
inferences indicate that his thinking about Agripride’s business activities is very
coherent across the five learning areas. As we will see, the owner-manager’s
conceptualisation of the new composting business is fully in line with his
conceptualisation of Agripride’s entire portfolio of business activities. The way
of thinking inherent in both conceptualisations, in turn, visibly extends to his
ideas about the dominant logic and the design of the new business’ value chain
and its linkages to some of Agripride’s other activities. Table 8-2 shows that the
latter has taken most of his time and attention during the new business’ first
years.
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(Re)conceptualisation of the portfolio

The severe financial problems that John Hawthorne experienced in the
beginning of the 1980’s strongly drive his thinking about Agripride’s business
activities to this day. As can be seen in Figure 8-1, which shows the ‘extended
goal structure’ that we inferred from his Decision Explorer map, the construct
‘no financial problems . . . bankruptcy’ is the hierarchical most upper one. The
growing awareness that his two sons will take over the business in the future
deepen his feelings around the unfortunate affairs in this period. For these
reasons, he is quite anxious to secure the company’s income and increase
Agripride’s turnover in the near future. In addition, he argues that this will
ensure the jobs of Agripride’s employees and keep himself self-employed, a
position that he highly values. We recognise the typical small business owner in
him when he states:

‘You have to make a living, haven’t you? I have never worked for somebody
else; I don’t know anything else than working for myself. So you have to do

Knowledge area Owner-manager

(Re)conceptualisation
of the portfolio

Extend to and expand non-agricultural activities which
draw upon Agripride’s equipment and people

Conceptualisation of
the new business

Perfect possibility to secure Agripride’s income for a
long time while composting business is complementary
to Agripride’s other activities; financial and
organisational focus is dominant

(Development of)
dominant logic

Do things well while efficiently exploiting the available
capacity of equipment and people

Design value chain

Employment of Agripride’s equipment and people
when other business activities are down; in addition,
decrease purchase of black ground by delivering the
products of the composting process

Development of
business skills

Organisation of the composting location and
maintaining relationships with local and regional
governments

  N.B. outlined area indicates main focus of attention

Table 8-2
Owner-manager’s image of Agripride’s diversification project

during first round of interviews
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something, you keep looking for things that will keep you alive so that you don’t
have to work for somebody else. That’s basically it. I guess I have inherited that
feeling from my parents.’

The set of goals in Figure 8-1 (which are partially implicit in his actions and of
which several are among the most central constructs in the Decision Explorer
map; see Table 8-3) strongly urges him to actively look for new business
opportunities almost continuously. Looking over our encounters with him, this is
one of two most outstanding observations with regard to his conceptualisation of
Agripride’s portfolio. During each interview, John spoke about jobs that were
new to Agripride (e.g. moving trees), told us about the extensions of Agripride’s
business activities he already had in mind for some time and the excellent
possibilities this would produce to acquire new work (e.g. container rental,
purchase of new equipment), or mentioned some new business opportunities he
had only recently identified (e.g. processing construction waste). Having noticed
the decline of agricultural contracting, John only takes non-agricultural business
activities seriously into account. The decline of agricultural contracting truly

1 decline of agricultural
contracting for farmers

2 good income ... income
goes back

3 doing something next to
it ... carry on with
agricultural work only

10 no financial problems
... bankruptcy

11 keep machines at work
against reasonable price
... machines do not run

enough hours

12 decline of number of
employees

18 compost profitably20 putting up and
extending earthmoving

activities

57 profit at the 'front'
... profit at the 'back'

64 staying self-employed
... work for somebody

else

84 grow larger ... fall
back rapidly

85 succession by sons ...
do it only for yourself

-

-

Figure 8-1
The owner-manager’s ‘extended goal structure’

(collapsed map) – Round I
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worries him as can be inferred from the dominance of it in the Decision
Explorer map: it is one of the emergent clusters (see Table 8-6) and one of the
constructs with a high domain score refers to it (see Table 8-3).

The way Agripride’s owner-manager thinks about both current and new
activities constitutes our second prominent observation: John is strongly focused
on finding ways to use Agripride’s equipment (included the people needed to
run it) more intensively across business activities. The constructs ‘keep
machines at work against reasonable price . . .’ and ‘doing something next to it
. . .’ are not only the focal  point in Figure 8-1 but are also among the five most
central constructs in his entire map (see Table 8-3). Moreover, Figure 8-5 (key
words used; see page 261) shows that he very frequently referred to Agripride’s

Owner-manager

D
om

ai
n 

sc
or

es
*

•  doing something next to it . . . carry on with agricultural work only (11)
•  compost profitably (9)
•  good income . . . income goes back (7)
•  sufficient supply and compensation . . . part of waste is dumped everywhere

(7)
•  decline of agricultural contracting for farmers (6)
•  carry out domestic transport . . . domestic and international transport (6)
•  no problems with municipality and regional government with regard to

composting (6)
•  profit at the ‘front’ . . . profit at the ‘back’ (6)

Ce
nt

ra
lit

y 
sc

or
es

**

•  doing something next to it . . . carry on with agricultural work only (33/64)
•  compost profitably (30/63)
•  good income . . . income goes back (25/53)
•  profit at the ‘front’ . . . profit at the ‘back’ (22/47)
•  keep machines at work against reasonable price . . . machines do not run

enough hours (22/47)
•  compost waste (21/51)
•  putting up and extending earthmoving activities (21/46)

*    number indicates total number of constructs to which the concept is directly linked
**  numbers indicate centrality score resp. total number of constructs traversed; the

more indirect the link the lower its weight (1, 0.5, 0.33, etc. up to 7 levels)

Table 8-3
Domain and centrality scores of Decision Explorer map – Round I



The Composter    255

equipment: taken together, it is by far the most salient noun in his word usage.
We will go deeper into the centrality of equipment in his thinking when
discussing Agripride’s dominant logic. For now, consider the following example
that is typical for John’s way of thinking:

‘Well, we started with renting out containers after we had bought a new truck. At
that time, we told ourselves that we needed a truck, a centipede, with which we
could do various things. We already had a crane on the old one. But we said, we
want to be able to put bins aside, both left and right. It was at the time we started
with our composting business and argued that we could use it for that work too.
Well, then we bought a container truck and a number of such containers.’

This quote also throws some light on the way Agripride’s turnover has increased
in the past ten to fifteen years. Frequently, he explained the rise of a new
business activity by saying ‘well, one thing leads to another’. The following
quotes are but a selection of the many examples he gave:

‘We start with digging a hole for a house and then they ask you to fill it with
sand, so you have to deliver that too. One thing leads to another.’

‘When I didn’t have any work for my employees I always sent them to Tilomed, a
demolition company, to help them. Well, we gradually started to do it ourselves
[and] then, automatically, they asked us to do the earthmoving too [. . .] and you
need transport to do both.’

‘At that time we cleaned sugar beets for the sugarplant. Then we had to buy a
shovel for loading the beets. Well, then the earthmoving came by itself. If people
know you have a shovel, well . . .’

These quotes suggest that Agripride’s business activities share several
similarities and fit well together. This observation is confirmed by the matching

Statistic Owner-manager

Frame uniformity .310
Cognitive differentiation .754RG

T

Cognitive integration .376

Highest matching score 77%

Cl
us

te
r

Lowest matching score
complete clustering 68%

Table 8-4
Statistical figures of the Repertory Grid Technique – Round I
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scores obtained from clustering the business activities on the basis of the ranking
data (Table 8-4). The lowest matching score when all activities are clustered is
68%, which is relatively high. The frame uniformity score of .310, however, is
relatively low and suggests that he does not see the business activities as highly
related. Recall that a low frame uniformity score correspondents with low
correlations among pairs of business activities that have been ranked on the
basis of a set of constructs. An explanation for this difference may lie in the
coexistence of different conceptualisations of business activities that interfere
when John compares and ranks activities. Two observations underpin this
explanation.

Firstly, the relatively high cognitive differentiation score of .754 (see Table
8-2) suggests a complex construction system in which each construct
differentiates across businesses in another way (which increases the chances for
different conceptualisations). The low cognitive integration score of .376
confirms this. A low integration score indicates low relatedness of constructs or,
in other words, maximal differentiation: each construct performs another
function when the business activities are compared. Table 8-5 shows the ten
constructs and their relative importance calculated as the average correlation
coefficients among pairs of businesses. Four constructs discriminate most
strongly among business activities. Fully in line with what we have concluded
previously, ‘relatedness to other activities’ is an important construct to John. In
addition, ‘number of customers’ and ‘current workload’ differentiates between

Construct Owner-manager

Specific machines required .38
Number of customers .54

Current workload .53

Papers required .13
Ease of starting .13
Seasonal .39
Amount of investments required .33
Relatedness to other activities .49

Contribution to profit/income .30
Future potential .53

Table 8-5
Average coefficients of determination between pairs of constructs

indicating construct centrality – Round I
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the current importance of business activities, while ‘future potential’ indicates
which activities will secure Agripride’s income in the future.

Secondly, the comparison and ranking tasks produce different sets of
clusters. Figure 8-2 shows the two-dimensional MDS-configuration based on the
comparison task, which holds five distinct clusters of activities. These clusters
deviate from the clusters revealed by the cluster analysis performed on the basis
of the ranking task (see Figure 8-3). Close examination of both suggests that
John holds two distinct conceptualisations of business activities: one focussing
on the characteristics of activities and one construed around the resources (i.e.
equipment and people) they share. The cluster analysis seems to be based on the
former, the MDS-analysis on the latter. We consider the conceptualisation
construed around Agripride’s resources as central in the owner-manager’s
conceptualisation of the portfolio given our findings on the basis of his Decision
Explorer map.

After regressing the owner-manager’s average ranking scores of Agripride’s
business activities on the constructs over the co-ordinates of the two-
dimensional MDS-solution, it was not difficult to interpret the first dimension. It
is clearly related to the kind of business John Hawthorne prefers: businesses that
have good future prospects and lots of customers while others cannot start it up

Spraying

Composting

Transportation Agriculture
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Related to other 
businesses*

Number of 
customers*

Specificity 
machines*

Difficult to 
start with**

Future potential*

Grit sprinkling

Dim
2

Dim  1

Demolition

Delivery sand/ground

Container 
rental

Agricultural 
contract work

Earthmoving

* = significant at less than .05 level
**= significant at less than .10 level
N.B. Kruskal’s stress .219

Figure 8-2
Two-dimensional MDS-configuration – Round I
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easily (remarkably, the latter contradicts with the low centrality score of this
construct; see Table 8-5). The dominance of this dimension is in line with the set
of goals we started this section with. Note that the new composting business
scores high on this dimension. The position of agricultural contracting is,
however, less understandable given the content of his Decision Explorer map; it
may be related to a few specialised activities like mowing milk thistle, for which
Agripride happens to have the machinery. Interpretation of the second
dimension of the MDS-solution is less straightforward and we could not make
anything meaningful out of it on the basis of the data we obtained (which
suggests an essentially one-dimensional solution).

Conceptualisation of the new business

The conceptualisation of Agripride’s portfolio of businesses by its owner-
manager fully extends to his conceptualisation of the new composting business.
In many respects, he considers the new business as the perfect extension of
Agripride’s activities. We not only conclude this from the cognitive maps we
analysed but also noticed it from the intonations in his voice and his body
language when he spoke about the new business. The MDS-solution above
indicates that John highly values the future potential of the business to secure a
steady and satisfying stream of income. He is especially pleased with the fact
that others cannot start it up easily due to the high costs (including the expansion
of the composting area, investments amounted to well over a half million Dutch

75 6570
Spraying

Agriculture

Grit sprinkling

Demolition

Container rental

Delivery sand/ground

Agricultural contract

Earthmoving

Transportation

Composting

% Matching

Figure 8-3
Results of cluster analysis – Round I



The Composter    259

guilders for Agripride, excluding the property) that are involved with it and due
to the provincial policy:

‘The only business activity of ours that others can’t start up easily is the
composting business. Also due to the costs that are involved with it. And they
would be well advised not to do it. It doesn’t have any use when others start with
it now, then you get proliferation all over the region. For one thing, the province
will find it difficult to control it properly. Up till a few years ago, they allowed
anybody to start with it, including myself I have to admit. Now they are
restricting it because they want to concentrate it in a few places only.’

The contexts in which Agripride’s owner-manager uses ‘composting’ confirms
his concern about others starting up the same business and appropriating part of
Agripride’s profits. Figure 8-4 shows that in 40% of the instances he refers to
composting, he talks about other people nearby that have a composting business
or may want to start it up in the future. Moreover, in nearly a fifth of the cases
he is speaking about the financial side of the composting business, in particular
its turnover and profitability.

Next to the high entry barriers, John Hawthorne is very satisfied with the
complementary nature of the composting business to Agripride’s other business
activities. The composting business offers several possibilities to employ some
of Agripride’s equipment and personnel (see also our discussion of the new
business’ value chain in the following). In fact, this possibility was one reason to
start it up in the first place as the following quote illustrates:

‘If we hadn’t had most of the equipment already, then we would have to have
rented it. Because we had the proper equipment we said to each other, well we
can do it too [like others], we can start with it tomorrow. We also had the land, a
suitable place, outside of built-up areas, far enough from other people’s houses.
The land is there so you don’t have to buy any and we had the machines to start it
up. Well we then dared to take the risks.’

Process of 
composting

18%

Other
12%

Location
12%

Financial aspects
18%

Competition/
others 

composting
40%

Figure 8-4
Contexts of ‘composting’ as used by the owner-manager – Round I
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At the time of the first round of interviews, John’s conceptualisation of the new
business was strongly oriented towards the practical organisation of the
composting location. He mainly spoke about the financial side of the
composting location, about organising the process of composting and how it
could be improved by doubling the site’s size. Two of the emergent clusters in
his Decision Explorer map exclusively deal with these issues (see Table 8-6).
Incidentally, he referred to the market and the sales of the products but always
added to it that he should give it more attention in the near future to enlarge
profits further. His most important concern is to ‘compost profitably’ as is
apparent from his use of the word ‘composting’ (see Table 8-4) and,
particularly, from his Decision Explorer map: this construct is the second most
central construct (see Table 8-3). He argues that the business should earn its
money from payments by citizens, regional government and municipalities (who
take the bulk of the costs) that bring their waste to the compost site. He is hardly
concerned with (improving) the quality of the product that comes out of the
process and does not think about producing various kinds of ground. An
important reason for this may be that he lacks essential knowledge about the
process of composting itself and, as will become clear during the second round,
about the composition of various sorts of ground, as he admitted himself. One
might well say that he largely runs the business on the basis of ‘horse sense’.

Dominant logic

Agripride’s portfolio is probably not the diverse set of businesses Prahalad and
Bettis (1986) have in mind when they speak about a dominant logic; it is more a
set of activity areas than well-marked businesses. Nonetheless, we still find the
concept very useful when looking at the way John Hawthorne manages

Owner-manager

Organising the composting business

Compost profitably

Starting up new activities

Decline of agricultural contracting

L/C = 129/102 = 1,27

* L/C = number of links among constructs divided by number of constructs

Table 8-6
Emergent clusters in Decision Explorer map – Round I
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Agripride’s set of business activities. Keeping this in mind, two characteristics
of Agripride’s current dominant logic stand out. Without doubt the most notable
characteristic concerns the focus on employing Agripride’s equipment in as
many different business activities as possible. We have already observed this
several times in the foregoing pages. Figure 8-5 shows John’s most salient
nouns in his interviews. Almost lonely at the top stand his frequent references to
various kinds of equipment, including cranes, all kind of machinery, shovels,
trucks, and tractors. Close examination of his usage of these words in their
context (i.e. a KWIC-analysis) reveals the ‘bone structure’ of the firm’s dominant
logic. Figure 8-6 shows that ‘equipment’ basically has four different meanings
that are closely related.

John often equates ‘equipment’ with one or several of Agripride’s business
activities, in particular earthmoving, spraying and, in a few instances, sprinkling
grit on icy roads (note also from Figure 8-5 that he refers quite often to
Agripride’s activities). In a comparable number of cases, he stresses the capacity
of the equipment to carry out work, thereby roughly as often referring to current
capacity as to increases in capacity that result from investing in new pieces of
equipment. Finally, in a number of instances he uses ‘equipment’ in the context
of employing it in daily practice (e.g. ‘the shovel and crane run something like
2,000 hours a year’). In many instances this goes with an overtone of using the
equipment’s capacity efficiently and thus as fully as possible. The inherent
causation that lurks underneath John’s use of ‘equipment’ could well be
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summarised as follows: ‘invest in new equipment to increase total capacity to
carry out a diverse set of business activities in such a way that available capacity
is fully exploited’. The centrality of the construct ‘keep machines at work
against reasonable price . . . machines do not run enough hours’ in John’s
Decision Explorer map confirms this observation.

Although he does not waste as many words on it, it is quite clear that he
thinks in the same way about Agripride’s personnel capacity. It is even an
important motive for him to start up new activities; if there is no work in one
business activity they can be employed in another. As we will discuss in the next
section on the new business’ value chain, this is one aspect of the
complementary nature of the new composting business.

Next to focusing on efficiently using available capacity, Agripride’s dominant
logic has another important characteristic, which we have also touched upon
previously. John feels a strong urge to do things well from the start. He states
that he regularly wants to renew the machinery and not go to customers with
‘some worthless lumber’ even though that means that he has to ask a higher
price. Recall from our description of the diversification project above that he
started with the same intention with the composting business. He was in
particular triggered by the many problems a competitor in a nearby village
experienced. In reaction to that he stated that:

‘Then we immediately said to ourselves, we start with laying out a floor with two
millimeters of foil in it, so we can’t get in any trouble afterwards with leakage
which will force us to renew the whole thing, we start with going one step further
as required. Well, the province adopted it promptly, everybody that started after
us had to use the same foil. That’s why we have an exemplary position with
respect to putting up composting sites. Finally, we laid out a solid cement floor so
that it all looked neat.’

Judging from John’s statements this example is not abnormal but applies to all
of Agripride’s activities. ‘If you do a good job’, he once said, ‘they will ask you
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Figure 8-6
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again . . . and they do’. As the quality of the product depends to a large extent on
the people that operate the machines, skilled employees are a prerequisite. On
several occasions, John states that he has problems finding qualified employees.

Design of the value chain and relation with other activities

We concluded from John Hawthorne’s conceptualisation of the new composting
business that he chiefly focuses on its financial and organisational aspects and
considerably less on marketing the products or on the technical process of
composting. As noted above, half of his Decision Explorer map deals with these
issues (see Table 8-6). The nature of his conceptualisation indicates that he
strongly focuses on the design of the new business’ value chain and its relation
with Agripride’s other activities at this stage. The two are clearly related as John
approaches the new business in a quite straightforward and pragmatic way, fully
aimed towards exploiting Agripride’s capacity of equipment and people. He is
quite pleased with the complementarity of the new business to the company’s
existing businesses.

In addition to the possibilities that the new business offers to increase the
usage of Agripride’s equipment, he can put his employees to work whenever
other activities are (temporarily) quit. Once in a while, the delivered waste has
to be pulverised, heaps of compost have to be built out of it and these have to be
turned. Agripride has some room to manoeuvre to do this as a few days or even
weeks do not really matter. He values this advantage of the composting business
as high as the shared use of equipment, sometimes even higher (after all, at
regular times Agripride still has to rent specific equipment, for example for
pulverising garden waste).

An additional complementarity concerns the black ground that comes out of
the composting process. Agripride already sells black ground, which it buys
from a nearby excavation, on a regular basis. The composting business
decreases the necessity to purchase this black ground, which John considers of a
lesser quality. The following quote from one of the interviews elucidates this:

 ‘We already were in transport, and we already delivered sand. It was not a big
problem to promote delivery of black ground that comes out of the composting
process, especially not because the quality is much better than normal black
ground in which there is soil, nursery, and a lot of weeds. [. . .] We now have to
buy less of that kind of ground, we promote our own black ground. So we already
were in that kind of business and that’s one of the reasons the province agreed to
it. Listen, there are other people also who have a composting area, but they
haven’t got an output for their products, so they’re stuck with it.’

Development of new business skills

Since the start of the new composting business some four years ago, Agripride’s
owner-manager has basically developed two business skills. First of all, he has
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learned how to set up a composting area and organise it properly in such a way
that black ground of a reasonable quality comes out of it. Characteristic for his
way of working, he started quite straightforwardly and with the intention to do
things well as we noted above. He had some help from a company that had some
experience with it and used that knowledge to set it up in his own way:

‘Prince-Southgate does quite a lot in green space and pulverising and that sort of
thing, and they have several people that showed us how to put it up and get it
going. They gave us the first booklet on how various people do it. Well we have
more or less worked towards that, you might say. Well, other than that we have
invented it ourselves.’

After John had laid out the composting area, his main concern was to increase
the volume of waste and organise it in such a way that it made a reasonable
amount of profit. Now that the volume of compost has grown from 1,000 to
nearly 8,000 cubic metres in the first four years and the business yields a steady
and ‘satisfying’ stream of income, his attention is shifting to other issues. As
John expects the volume to grow further in the coming years, he is starting to
think about expanding the composting area and of changing the process of
composting itself to shorten the processing time and, thus, increase the
composting capacity:

‘. . . you have to watch everything. For example, consider the way we are turning
the heaps of compost now, it works but it isn’t good enough, you learn that
through the years. The process takes too much time. We have to do it faster,
that’s why we intend to start with a new approach. We are going to lay out a new
plot of ground, on which we will turn the material in another way using a rotary
cultivator.’

Note that up till now John was not heavily concerned with the technical process
of composting itself.

The second noticeable business skill that Agripride’s owner-manager has
developed in the first years of the new composting business, concerns the
contacts with civil servants of several municipalities and the province. Figure
8-5 shows that references to government (‘municipality’ and ‘province’) are the
fourth most frequently used nouns in the discourse of his interviews. Before he
started with the composting business he only had some incidental contacts with
governmental authorities. Figure 8-7 shows the contexts in which he referred to
‘government’. Next to the fact that many municipalities and the provincial
authorities bring their garden waste to Agripride’s composting area, he often
speaks about the contacts he has with them to confer about the composting
business and the rules they issue with respect to it. Similar to the process of
composting, he is aware that he has to put more effort into maintaining relations
with the local and regional government:
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‘That’s very important. I am not putting enough effort into that now. I should get
round the table more often with municipalities and other regular partners, just like
we are discussing the business now, I should do that more often with others too.
Well it is already happening more often but still not enough.’

In closing the first round, note that he hardly paid any attention to selling the
composting business’ products.

Summary of the first round

Table 8-2 (see the beginning of this section) summarises the core of the thinking
of Agripride’s owner-manager in each of the five learning areas during the first
round of interviews. Our main observation concerns the coherence of his
thinking across the five learning areas. John Hawthorne’s conceptualisation of
Agripride’s portfolio of business activities fully extend to his conceptualisation
of the new composting business and to his ideas of the firm’s dominant logic
(and vice versa). In turn, his thinking in the area of value chain design follows
straightforwardly from these two. John wants to expand non-agricultural
activities that draw upon Agripride’s equipment and people, thus increasing its
efficiency and contribute to a steady and sufficient stream of income for the
future. The composting business fits perfectly with these requirements as it is
complementary to many of Agripride’s other business activities and others
cannot start it up easily.

Although composting is fully new to Agripride and quite different from the
firm’s other activities, the approach John takes to develop the business is similar
to how he handles Agripride’s existing businesses. The favourable legal
situation and the possibility of using many of Agripride’s assets (land,
equipment, people) to start it up and keep it running seem to have contributed to
the new business’ success.
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Figure 8-7
Contexts of ‘government’ as used by the owner-manager – Round I
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Composing the owner-manager’s image – Round II

Roughly one and a half years after the first round of interviews we met again
with Agripride’s owner-manager John Hawthorne and his wife Rose in the
kitchen of their farmhouse for the second round of interviews. John started to
tell us that the period in between had been financially rewarding, both the
turnover and the profits had grown strongly. With the exception of the
demolition business, all business activities had grown in size and Agripride now
employed ten people, three more than one and a half years before. The turnover
of the composting business had even doubled and employed on average two
people and even four to five when the garden waste was pulverised or the heaps
of compost turned over. The sales of end products had grown steadily and one
municipality even prescribed the use of Agripride’s black ground in its
specifications of public green spaces.

Following his adage ‘if you haven’t got the machines, you won’t get the
work either’ – which he repeated several times during our interviews – he had
steadily invested the growing cash flow in new equipment. Amongst other
things, he had bought an extra truck and more than doubled the number of
containers for rental purposes. Moreover, in advance of the expansion of the
composting area, he had purchased a large and expensive sieve to sift the wood
from the composted ground (but which he already used for various other
purposes too since he had acquired it).

The increase in profits and turnover of the composting business had
strengthened his intention to expand this side of business. He expected that it
would help him in getting the loan he needed from the local bank to expand the
composting area. He planned to enlarge the composting area, which covered the
major part of the total surface area of the composting business, from 2,500 to
7,500 square metres. As well as the sieve, he intended to buy a large
weighbridge and a special machine to turn over the heaps of compost. All in all,
the investment amounted to more than a half million Dutch guilders. To ‘make
the weighbridge a bit more profitable’ and to double the number of people
working at the composting site, he had put some effort into getting a license
from the provincial authorities to pulverise construction and demolition waste.
Up till now, they had not issued one to him arguing that there were several in the
province already (although the nearest location is some fifty kilometres away).
Another argument may be they wanted to await the outcome of a court-case that
some neighbours had started against the expansion of the composting location.
John nevertheless intended to pursue it knowing that in two years time a license
will not be compulsory anymore.

The present section discusses our findings from analysing the three kinds of
cognitive maps we construed on the basis of the second round of interviews. We
will focus on important differences from the first round while discussing our
observations about the thinking of Agripride’s owner-manager as deduced from
the set of cognitive maps. Note that similar to the two preceding chapters, the
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next section will infer the learning that has taken place since the first round
mindful of our definition of learning as ‘cognitive change’.

(Re)conceptualisation of the portfolio

The strong growth in turnover and profits in the past year has shifted John’s
attention from merely aiming at securing a steady income towards pursuing
further increases in turnover, ‘on which profits will follow’. On one occasion he
stated that ‘there is more fun to it now, it enables you to undertake something
new, again’. The enthusiasm with which he talks about the planned expansion of
the composting business is one example of this, the collection and pulverisation
of construction waste he weighs on in his mind yet another. As can be seen in
Table 8-10 both dominate his Decision Explorer map together with the
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earthmoving business, which John regards as the foundation on which Agripride
builds.

John’s strong emphasis on increasing Agripride’s turnover is crystal-clear
from the domain and centrality scores (see Table 8-7), his ‘extended goal
structure’ (see Figure 8-8) inferred from his Decision Explorer map, and the
higher centrality of the construct ‘contribution to profit/income’ (see Table 8-8).
The former shows that the most central constructs are all concerned with either
increasing turnover and profits, expansion of Agripride’s stock of equipment
that enables this increase, and the expansion of existing or new business
activities that will contribute to a more efficient use of equipment (and thus of
people). His ‘extended goal structure’ shows that he in particular aims at
increasing turnover of earthmoving, composting and, as he hopes in the near
future, construction waste. As these activities grow in size, he assumes that the
company and its profits will show an upward tendency too.

The latter is not something he monitors closely. He considers it rather as a
pleasant outcome that enables him to hire more employees and equipment and,
at the moment, enlarge the composting area. He expects these expansions to
increase turnover further and, in doing so, result in rising profits. Note that this
is a reinforcing loop of which there are many in his Decision Explorer map, all
in line with his adage as formulated in the introduction to this section (the
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subsection on Agripride’s dominant logic will expound one such typical loop). It
reflects a reinforcement of his conceptualisation of the Agripride’s portfolio as
‘the efficient employment of equipment and people in a diverse set of
businesses’, which we identified on the basis of the first round of interviews. In
other words, not so much the characteristics of the business activities as such are
part of his conceptualisation of the portfolio but the resources that enable these
activities and make them complementary in one way or the other. Note from
Figure 8-11 that ‘equipment’ again is his most salient noun signalling cognitive
centrality.

Construct Owner-manager

Specific machines required .60
Number of customers .71
Current workload .63
Papers required .12
Ease of starting .39
Seasonal .62
Amount of investments required .71
Relatedness to other activities .61
Contribution to profit/income .67
Future potential .66

Table 8-8
Average coefficients of determination between pairs of constructs

indicating construct centrality – Round II

Statistic Owner-manager

Frame uniformity    .331
Cognitive differentiation    .627RG
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Cognitive integration     .573

Highest matching score 81%
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Lowest matching score
complete clustering
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Table 8-9
Statistical figures of the Repertory Grid Technique – Round II
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All in all, during the second round a more tightly-knit portfolio
conceptualisation emerges whose individual elements (i.e. business activities)
are less discernible and which can be less easily unravelled. The latter is also
indicated by the lower discriminatory power of constructs as implied by the
somewhat lower cognitive differentiation score of .627 and the higher cognitive
integration score of  .573  (see Table 8-9). Both indicate that each construct
differentiates less across businesses. The higher correlations among constructs
are in line with these and show that he considers more constructs as important
(see Table 8-8). Except for ‘papers required’ and ‘ease of starting’, the average
coefficients of determination for pairs of constructs on each business activity are
.60 and well above (as noted, the higher centrality of the construct ‘contribution
to profit/income’ is most striking). The lower discriminatory power of the
constructs seriously hinders the interpretation of the dimensions of the MDS-
solution in Figure 8-9; no construct is significant at less than the .10 level.

Finally, similar to the first round, we found differences between the clusters
obtained from the cluster analysis and the MDS-analysis (see Figure 8-9).
Likewise, the low frame uniformity score of .310 contradicts with the high
matching scores. The latter are even somewhat higher in line with our
conclusion that the conceptualisation of the portfolio is more tightly knit. This
suggests that the two distinct conceptualisations of the portfolio we identified
during the first round (i.e. characteristics of the activities versus the resources
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they share) still coexist to some extent and interfere with the comparison and
ranking tasks. In closing this subsection, note that both sets of clusters have only
changed slightly over the past year and a half.

Conceptualisation of the new business

As noted above, the composting business and its potential to further increase
turnover dominate his Decision Explorer map construed on the basis of the
second round of interviews. Table 8-10 shows that two of the four emergent
clusters deal with the composting business. Together with the content analysis of
the interviews, these clusters indicate that the owner-manager’s
conceptualisation of the new business is both reinforced and standing at the
beginning of further expansion. The increasing turnover and profit of the
composting business has endorsed John’s opinion that he should expand it
considerably by enlarging the composting area. Simultaneously, he is focusing
more strongly on increasing the business’ revenues through improving the
process of composting while lowering its costs. The KWIC-analysis of his usage
of ‘composting’ confirms this shift in attention (see Figure 8-10).

John expects that another process of composting will halve the composting
time and lead to a greater variety of end products of a higher quality. He largely
equates the latter with ‘ground without any small sticks in it’. Although only a
few customers complain about these sticks, he is far from happy with it. Note
from Figure 8-11 that ‘wood’ (twigs, sticks, etc.) is the third most frequent noun
he uses, nearly always to point to the sticks in the compost produced. Both his
attention to the process of composting and his concerns about the quality of the
end product which may hinder sales, contrasts markedly with his lack of interest
in these aspects during the first round. Recall that during the first round

Owner-manager

The composting business

Turnover composting business

Earthmoving

Pulverisation of construction waste

L/C = 133/94 = 1,42

* L/C = number of links among constructs divided by number of constructs

Table 8-10
Emergent clusters in Decision Explorer map – Round II
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Agripride’s owner-manager stated that the money should be earned at the
‘front’. Now he is willing to invest in the ‘back’:

‘We have now reached the stage that we have to do more with the ground.
Producing more sorts, maybe even ten different ones, so that you get that fine,
nice sort of sandground. And we should put it in bags. Costs will rise but
revenues too. In shops they ask as much as a hundred guilders per cubic meter.
Well then it is becoming attractive.’

In terms of Galbraith and Kazanjian’s (1983, 1986) diversification theory, this
marks the start of a movement ‘downstream into the composting industry’ and,
more than five years after its start-up, may signal a fundamental change in John
Hawthorne’s conceptualisation of the composting business. During the first
round he was strongly focused on the practical side of the composting location
and hardly concerned about the end product (which he merely considered as a
better substitute of the black ground he used to buy). The contours of a more
sales-oriented conceptualisation now begin to take shape (note the prominence
of ‘market’ in Figure 8-11 among the most frequently used nouns). Given the
current lack of business skills in the sales area – as we will notice in the
following – this movement holds another challenge of the diversification project
to Agripride’s owner manager. Focusing on the composting business’ ‘backarea’
will bring him further from the familiar grounds he stayed close to up till now.

In addition, to recover the costs of the investments in the composting
business, John is thinking about starting a ‘construction waste business’ too at
the same location. This again confirms his conceptualisation of business
activities we phrased in the foregoing pages – in this specific instance the
composting business – in terms of the resources they use. In this way, a new
business leads to the purchase of new equipment that may lead to the start of
new businesses both to recover costs and as a result of new work the equipment
attracts. The repeated occurrence of this pattern may explain the diverse set of
businesses in Agripride’s portfolio.
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Dominant logic

During the first round we discerned two characteristics of Agripride’s dominant
logic: the efficient usage of available equipment and the urge to do things well.
We found further confirmation of their importance during the second round. On
several occasions John, for example, emphasised the importance of good crane
operators, service, neatness, and willingness to work overtime. He praises
himself that his two sons possess these skills and attitude. In fact, he regards his
sons as a major strength of Agripride that substantially contributes to the
company’s good reputation. In a similar vein, he (again) spoke most frequently
about Agripride’s equipment as Figure 8-11 shows (the KWIC-analysis showed a
similar distribution of contexts as during the first round). The many loops in his
Decision Explorer map indicate that his aim to exploit available equipment and
people has even been strengthened considerably over the past year and a half.

Excellent examples of this are the purchase of the weighbridge and the sieve.
By starting up the pulverisation of construction waste, the weighbridge can be
used more intensively thus increasing its efficiency. The sieve makes it possible
to increase the quality of the composting product (‘good peat product’) and to
produce the various sorts of products John wants to start producing. Together
with the increased possibilities to sell small bags of end products, this will
increase sales and profits ‘at the back’ of the composting business in several
ways as Figure 8-12 shows. In addition, small bags of products may be given to
private individuals who bring in their waste to bind people to the Agripride’s
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composting site to beat competitors nearby. Finally, the sieve can be used for
other purpose as ‘it automatically creates work in other areas’ as John stated and
illustrated in a lively way with several examples.

The second round also revealed a third important element of Agripride’s
dominant logic: the disregard of financial figures in managing the set of business
activities. John works more by feel, looking loosely at the workload of machines
and employees, than on the basis of detailed insight into Agripride’s finance. He
clearly does not monitor any financial figure and is largely unaware of the
contribution of individual activities to turnover and profits. What is illustrative
here is that when asked how much a certain business contributes to profits or
turnover, he refers to his wife who does the bookkeeping. The following answer
is characteristic for his interest in financial figures:

‘I don’t know that. My wife keeps it up to date, she knows exactly what the
turnover is, she keeps the administration, I just organise things a bit, she has to do
the finance.’

Design of the value chain and relation with other activities

Through the years the operational organisation of the composting business has
gradually settled and the way it is done now has become familiar to John and his
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employees. At regular times equipment is hired to pulverise the garden waste,
non-organic waste is taken out of it by hand and heaps are formed to start the
composting process, which are then turned over the course of one year. In doing
so, Agripride fully exploits the complementary and flexible nature of the
composting business. What is more, as we noted above, due to the purchase of
new equipment and the enlargement of the location it even seems to grow into a
springboard for yet another complementary activity, i.e. the pulverisation of
construction waste. Next to a more profitable usage of the weighbridge it
enables Agripride to employ another full-time employee at the composting site:

‘[Processing construction waste] taps a new market which enable us to employ
another chap which makes it possible to keep things running. When you have two
men at the site, one has to stay in front all the time because when you are at the
back you cannot possibly see what is happening in front. The only thing they
sometimes see is a cart driving off without having paid. Then you miss another
five or ten guilders. Well it’s not the money but you can’t walk back and forth all
day if you have the machines running.’

With the planned expansion of the composting area and the emerging focus on
selling its end products, the operational side of the composting business is also
entering a new stage of development. In itself, the large investment demands
careful consideration of the underground and the layout of the composting area.
However, as Agripride has extensive experience with earthmoving activities and
has often done similar things for customers this holds no problems for John and
he is far from reluctant to start with it. He speaks about it like the proverbial fish
in the water.

The lack of problems in running the composting location and enlarging the
composting site contrasts markedly with the coming production of various sorts
of ground and setting up its sales to buyers like garden centres, growers and
horticulturists. Up till now the composting business produced one sort of black
ground that was sold as a better and, to Agripride, cheaper substitute to the black
ground Agripride used to buy for its customers. At the moment, the design of a
new value chain is seriously hindered by John’s lack of knowledge of producing
high-quality sorts of ground and his lack of experience with selling products to
garden centres and private individuals. This brings us to the development of
Agripride’s business skills. Before doing so, note again that our treatment of the
value chain is fairly short, even though it takes most of John’s time and
attention.

Development of new business skills

Some five years after starting it up, John Hawthorne now masters the business
skills to run the composting business in its current way, including dealing with
the local and regional governments more or less (although he is still aware that
he should put more time and effort into sustaining these relations). Also, he
seems to be fully capable of putting up a larger site as he has planned and run it



276     II Empirical Research

properly. However, he is fully aware that the production of various sorts of
composted products and their sale in the market are largely outside the limits of
his current capabilities. Consider for example the following statements he made:

‘We have to do more with the ground but you need somebody who knows the
details about it, what you make, how you for example make potting compost. I
don’t know how to make potting compost.’

‘Look for example at tree compost, we now deliver some tree compost here and
there but we haven’t found the right composition yet. There is a formula of
components but I don’t know that exactly. [Specialised companies] don’t tell me,
they even don’t want to supply me. I know they put some special sand in it, they
have it and make tree compost with it [. . .] that sand comes from somewhere . . .’

John did not show any intention of acquiring the required knowledge himself.
On the contrary, he preferred to have somebody else to figure it out for him after
which he could go back to work again and do what he is good at and feel
comfortable with: running the composting business with the equipment and
people available. At the time of our second round of interviews, John loosely
considered either hiring someone with more knowledge of it who wants to go
deeply into it or, alternatively, asking one or two students from an agricultural
school to figure out the composition of various sorts of ground for him. On the
basis of the knowledge they acquire, he can then develop the required skills to
produce various sorts of products of a high quality.

With respect to the sales of composted products, John has only made a
cautious first step by advertising on the local radio, which is more or less in line
with regional habits. Similar to the time and attention he pays to sorting out the
composition of compost grounds, he does not give much priority to it.

Summary of the second round

Table 8-11 summarises our findings in each of the five learning areas on the
basis of the second round of interviews. Three observations stand out in the
cognitive maps we analysed. Firstly, the owner-manager’s conceptualisation of
the portfolio and the matching dominant logic have been reinforced over the past
year and a half. The increase in Agripride’s turnover and profits have
undoubtedly contributed to this. The loops in his Decision Explorer map
illustrate this reinforcement.

Secondly, the owner-manager’s conceptualisation of the new composting
business has been strengthened and extended. On the one hand he is fully
convinced that the composting location should be expanded while on the other
hand he is becoming more aware that he should devote more time and attention
to the ‘back’ of the composting business, i.e. the sales of its end products. This
may mark the movement towards a more sales-oriented conceptualisation of the
composting business; currently the conceptualisation of the composting business
is more oriented towards the practical organisation of the composting site.
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Thirdly, the growing awareness of the importance of the ‘back’ of the
composting business, in turn, makes Agripride’s owner-manager aware that he
lacks essential knowledge to produce various sorts of end products and sell these
to the market. Nonetheless, he does not pay much time and effort to it, referring
to others who might acquire the knowledge on the basis of which he then can
develop the required practical skills. At the moment, he seems to pay most of his
time and effort to the design of the value chain with which he is more familiar.

Knowledge area Owner-manager

(Re)conceptualisation of
the portfolio

Employment of diverse set of equipment and people
(i.e. resources) in a variety of business activities that
as a result of this are complementary

Conceptualisation of
the new business

Perfect activity that secures long-term income while
being complementary to many other activities
(reinforced); contours of sales-oriented business
conceptualisation begin to emerge

(Development of)
dominant logic

Reinforcement of urge to exploit available capacity of
equipment and people and do things well; work by feel

Design value chain

Maximal usage of Agripride’s available equipment
and people when other business activities are quiet
and possible springboard for new activities; largely
uncertain about production of various sorts of end
products and setting up sales

Development of
business skills

Organisation of the composting location and
maintaining relationships with local and regional
governments is familiar; lack of knowledge with
regard to producing various sorts of ground and
selling these in the market

  N.B. outlined area indicates main focus of attention

Table 8-11
Owner-manager’s image of Agripride’s diversification project

during second round of interviews
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Learning during a diversification attempt

Whereas the Colifox case is interesting because of the failure of the
diversification project (sec) and the Beltics case for the preliminary stage the
project is in, the present Agripride case is attractive given its resounding
success. In a few years time, the new composting business octuplicated in size to
become one of Agripride’s main business activities. In addition, it serves as a
springboard for further expansions both of the company’s existing activities and
possibly for yet another new business. The cognitive perspective greatly helped
in studying the owner-manager’s considerations behind his actions in the context
of the diversification attempt. Agripride’s diversification attempt was not
preceded by comprehensive analyses written down in extensive reports nor was
it discussed at length with all kinds of experts. Instead, John Hawthorne started
fairly quickly after noticing the opportunity of composting vegetable, fruit and
garden waste. Ever since, he (seemingly) approached the new business rather
intuitively without monitoring some key financial figures. Because many of his
considerations remained unspoken and were largely implicit in his actions, the
word ‘elicitation’ is well in place in this case.

Similar to our discussion of the preceding two cases, we start by reviewing the
main learning points and then go on to discuss the core insights we inferred from
this case. We will only incidentally link these insights to theory if it helps in
clarifying our judgement; the next chapter will embed our findings across the
three case studies in the theory discussed in the first four chapters of this
research report. Note that there is a very thin line between organisational
learning (i.e. the company-as-a-whole) and individual learning (i.e. Agripride’s
owner-manager) in this case.

Agripride’s owner-manager has learned that he is on ‘the right track’ both with
the new business and with the entire company

This observation stands above all when we consider and compare the cognitive
maps construed in both rounds of interviews. The favourable financial
performance of the company and the new composting business substantially
contributed to the owner-manager’s decisiveness. Recall his words during the
first interview in the second round: ‘there is more fun in it now, it enables you to
undertake something new, again’. During our empirical research the owner-
manager shifted his attention from merely aiming at securing a steady income
towards a further increase in turnover and profits. The cognitive maps construed
with Decision Explore illustrate this shift well (see for example Table 8-7).

Simultaneously with Agripride’s growing turnover and profits, the owner-
manager’s conceptualisation of Agripride’s portfolio of business activities
became more tightly knit. At the time of the second round of interviews
individual elements (business activities and constructs) were less discernible as
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indicated by the lower cognitive differentiation and higher cognitive integration
scores, the higher correlation among constructs, and the higher matching scores
from the cluster analysis. This suggests that he saw the various business
activities as more intricately connected. Most importantly, he did not consider
the use of most resources (machines, people) limited to a single business activity
but as an opportunity to employ them in various combinations and for different
purposes. He was considerably more eager to find new ways of using
Agripride’s equipment (including the people that operate it) more intensively
across business activities. Excellent examples include the new bought sieve, the
weighbridge, and a new truck. His ideas about starting up the processing of
construction waste fully fit in with this interest. Amongst other things, he
considers it an excellent possibility to employ more people full time at the
composting site and to exploit the weighbridge more efficiently.

Agripride’s owner-manager learned how to start up and operate a composting
business

The owner-manager basically learned two new business skills in the context of
the new composting business. Before he established the composting business, he
only had some general knowledge about the process of composting.
Nevertheless, he did not carry out any extensive analyses beforehand nor did he
follow any specific courses. Instead, he started swiftly after he had acquired
some basic knowledge (he spoke about the help he got from a company in the
neighbourhood and the introductory booklet they gave him). The main activities
involved laying out the composting area, which included a special floor, and
starting up the process of composting. The latter is relatively plain especially if
there are no great demands made upon the quality of the end products like
Agripride’s owner-manager did at the start of the new composting business.
Using common sense, the company was able to produce a steady stream of
compost of a satisfactory quality (and of higher quality than the black ground
Agripride used to buy) within a few years. Next to having acquired knowledge
about the process of composting, Agripride’s owner-manager learned how to
deal with local and regional governments and its civil servants. Up till then, he
only had some incidental contacts with them that now became more enduring.

Agripride’s owner-manager learned that composting is more than the process of
composting

At the end of our research, some five years after starting up the composting
business, Agripride’s owner-manager became interested in producing different
sorts of composting products and in marketing the end products. He was fully
aware that he lacked essential knowledge in these areas. His basic knowledge
about composting fell short of producing special kinds of compost (like tree
compost) and he did not have any experience with marketing these products in
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the market to garden centres, growers and horticulturists. The cognitive maps
indicated that he hardly paid any attention to these issues during the first round
of interviews. During the second round the owner-manager noted that he needed
to pay attention to both areas as the supply of organic waste seemed to reach its
maximum and additional profits could only come from the ‘back’ of the
business. In addition, he started to think about ‘beating the competition’, for
example by binding people to his composting business by offering them small
bags of compost. However, he did not intend to put much effort into acquiring
these skills but instead, rely on others (new employee, students) to explore these
issues for him.

Insights from the present case study

Although what we have written suggests that the owner-manager of Agripride
did not learn an awful lot in the context of the composting business (especially
not when compared with the two foregoing case studies), the Agripride case
yields several valuable insights precisely for this reason. We will again discuss
these insights point by point. Recall that we regard them as hypotheses
suggested by the present case study; the next chapter will consider the insights
in all three case studies and relate it to existing theory.

When a new business reinforces the dominant way of thinking and working,
learning may be limited

When we take into account how much Agripride’s owner-manager learned and
what he learned, the new composting business mainly enforced his prevailing
way of thinking with respect to the most important existing business activities.
Recall that his central conceptualisation of Agripride’s portfolio is construed
around the resources the business activities share. He actively aims at using
available machines and personnel to the maximum. In addition, he prefers the
kind of businesses that have good future prospects, lots of customers while
others cannot start it up easily. The new composting business meets all these
criteria. Agripride’s owner-manager mainly considered it as yet another way to
employ available equipment and exploit idle capacity (remember also that he
had all the machines needed to lay out and extend the composting area). In this
sense, the composting business did not differ from any of the other business
activities, which also draw upon available capacity.

It was only at the end of our research that he started to think about the
composting business in a way that differed fundamentally from how he thought
about other businesses (see last learning point in the preceding section). Because
he chiefly did what he had been doing in other business activities for several
years his learning has been rather limited at least up till this point. This may well
change in the (near) future as he starts to consider issues like product
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differentiation and marketing with which he has not much experience and about
which he possesses limited knowledge and which brings him into his ‘zone of
proximal development’. In terms of Galbraith and Kazanjian’s (1983, 1986)
theory, this may even signal the move to another ‘centre of gravity’. Whereas up
till now Agripride has mainly been working in the ‘upstream’ stages of the
industry, it is now moving downstream to become a ‘product producer’. Recall
from Chapter 1 that Galbraith and Kazanjian in particular stress the contrasting
requirements of upstream and downstream stages.

The true challenge of diversification attempts may only reveal itself after some
time

The Agripride case indicates that early success, even for several years, does not
guarantee enduring success of a diversification attempt. Up till the second round
of interviews profits and turnover had increased rapidly. This was partly because
the composting business fitted in with the prevailing ways of thinking and
working, for another part it was because circumstances had been quite
favourable (i.e. tightening environmental legislation, growing awareness of
environmental problems, few competitors). At the end of our research we
noticed that both may well change in the coming years. On the one hand, the
increase of the quality and diversity of end products the owner-manager aspires
to and the urge he feels to market them more actively may well lead to tensions
with the prevailing dominant logic. On the other hand, recently more substantial
competition has started to emerge as several new composting areas have been
established in the region (although all smaller than those of Agripride). The
latter is one of the reasons for the owner-manager to shift his attention to
product quality and sales.

As we noted above, Agripride’s owner-manager did not have much
experience with producing various sorts of compost and marketing products
actively, nor did he, at the end of our research, possess the knowledge and skills
to do so. Acquiring the latter may well enclose the real challenge of the
diversification attempt to Agripride. If the owner-manager succeeds in acquiring
essential knowledge and skills to tap and meet demand into composting
products, performance of the composting business may increase further. If not,
however, it may even become difficult to maintain the current level of turnover
and profits. To a considerable extent this will depends upon what nearby
competitors will, and are able to, do.

One diversification attempt may lead to another if it brings in new resources

One of the most intriguing insights from the present case study relates to the
chain of new businesses Agripride’s owner-manager has started up in the past
decade. His Decision Explorer map construed during the second round reveals
the ‘recipe’ behind this chain. It contains several reinforcing loops that clearly
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reflect his ostensibly plain statement that ‘one thing leads to another’. Next to
the possibility of using existing equipment, every new business demands some
new machines. To increase usage of these machines he either attempts to fulfill
related services or actively searches for new business activities. By way of
illustration, the cleaning of sugar beets led to earthmoving which in turn led to
transport and the delivery of sand and ground. In a similar way, the sieve and
weighbridge he bought to improve the composting process may lead to the
processing of construction waste in the near future (see Figure 8-12). The
favourable financial situation further strengthens and accelerates the reinforcing
loops as it enables the purchase of new machines (note that this differs from
expected profits as a motive for diversification). Finally, notice that Agripride is
a vivid example of both ‘economies of scope’ and the resource-based view of
the firm, which states that the extent of diversification is a function of a firm’s
resources. To Agripride’s owner-manager the exploitation of resources is
primary, the business activities itself only seem to come in second place.

Personal feelings and preferences are decisive in starting up a new business

Both foregoing case studies illustrated the importance of personal feelings and
preferences in directing thoughts and actions of the (owner-)managers we
interviewed. The present case is no exception in this respect. The thinking and
acting of Agripride’s owner-manager cannot be fully understood without taking
his personal beliefs and values into account. His motives for starting new
businesses, such as the composting business, are firmly rooted in his objective to
avoid bankruptcy – to which he was so close in the early eighties – and his
resolute preference to remain his own boss. In addition, he is well aware that his
two sons will succeed him in the future, which urges him to take a long view in
thinking about the company and its income stream. Together with a fundamental
attitude to identify, create and exploit opportunities, these considerations drive
him to increase the variety of business activities beyond the current scale.
Although shaped in interaction, his inclination to fully exploit available
equipment and people rather follow from his personal beliefs and values than the
other way around. In a similar vein, the urge to do things well is more a personal
preference of Agripride’s owner-manager than the well-considered decision
based on thorough market analysis. By way of illustration, it is essential in
understanding why he feels uncomfortable about the sticks in the compost
(about which only a few customers complain) and wants to increase the quality
of end products.

Chances of a successful diversification attempt are considerably higher when it
fits into the prevailing mental coherence

The most striking insight (which again brings some insights together) from the
Agripride case is the owner-manager’s mental coherence across the five learning
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areas. In Chapter 6 we defined ‘mental coherence’ as the coherence in thinking
across different aspects of the company’s (set of) businesses. Already during the
first round of interviews the owner-manager’s conceptualisation of the portfolio
of business activities fully extended into his ideas about the company’s
dominant logic, value chain and required business skills. This mental coherence
has led to (as well as it has probably been shaped by) a host of, partially implicit,
mental and organisational routines that enable the current smooth management
and operation of the set of business activities. During both rounds of interviews
his conceptualisation of the new composting business matched with his mental
coherence and routines (although it is possible that the new business played an
active role in shaping these as our first interviews took place four years after the
start-up).

This insight is the other side of our first insight: the less one has to learn, the
higher the chances of success seem to be (in the present case at least in the short
term). Without many problems, Agripride succeeded in running a profitable
composting business. Over the course of the diversification project its owner-
manager learned that he could apply the same way of working in several
existing business activities (most notably earthmoving) to the composting
business. He did not have to change the prevailing dominant logic that stresses
the importance of utilising available equipment and people. In addition, there
was no need to change the prevailing, largely intuitive, way of working. As we
noted above, only a few new business skills were needed to start up the
composting business. As a result, the new business quite smoothly became one
of the company’s main business activities. In fact, the new composting business
made life easier for him as he now has more flexibility in employing (the
extended set of) equipment and personnel. In this sense, the new business not
only fitted in with the prevailing way of thinking and working but also
reinforced it considerably.

Once again, this may change in the near future. During the first years the
new composting business largely fell into the owner-manager’s present ‘zone of
familiarity’. It was only at the end of our research that he started to feel
discomfort about the composting business and became aware that he was
lacking essential knowledge and skills with respect to composting products and
marketing to bring the business a step further. Following Vygotsky (1986), these
are currently located in his ‘zone of proximal development’ although, if we take
his current little attention (he prefers to leave it to others) into account, it may
have just entered this zone.

Conclusions

The cognitive perspective on the Agripride case has yielded a number of
interesting and related insights. Recall from Chapter 6 that the diversification
attempt in the Colifox case fell outside the prevailing mental coherence and the
director and group manager refused to change it. In the Beltics case the general
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manager actively worked on construing a new mental coherence that enclosed
the new processing business. In contrast to these cases, Agripride’s new
composting business fully fitted into the owner-manager’s prevailing way of
thinking and working and enforced it rather than changed it. The new business
offered him better possibilities to exploit available equipment and personnel. All
in all, the new business ran smoothly and yielded high profits soon after its start-
up. In itself this is remarkable if we call into mind that we characterised
Agripride’s diversification move as ‘a nearly pure example of conglomerate
diversification’.

On the other hand, precisely because the new business matched so neatly
with the existing way of thinking and working, the owner-manager did not learn
extensively over the course of the diversification project. The most important
thing he has learned is that he is on the right track, both with the new
composting business as well as with the entire company. The new business (and
its high performance) barely forced him out of his ‘zone of familiarity’ into his
‘zone of proximal development’. The knowledge and skills he (and his
employees) possessed were largely adequate to operate the new business and
produce compost of a satisfactory quality. However, at the end of our empirical
research there were some signs that this may well change in the near future. He
started to feel discomfort about some aspects of the composting business. This
suggests that the true challenge of diversification attempts may only reveal itself
after some time as new knowledge and skills have to be developed. In other
words, success in the first stages of a diversification project does not guarantee
continuing success as new obstacles (such as deficiencies in terms of knowledge
and skills) may make themselves known during the course of the project.

In addition, the Agripride case revealed another remarkable insight: if a
diversification project brings new and different resources into the company, the
project may well serve as a springboard for other diversification projects and
induce a chain of diversification attempts (even within a few years as in the
present case). This may especially happen when the main resources (e.g.
equipment) stand central in the conceptualisation of the portfolio instead of the
business activities. Hence, not so much the characteristics of business activities
but the knowledge, skills and resources needed for running these activities are
crucial in understanding the course and outcome of diversification projects. This
is an important conclusion as the mainstream of the research in diversification
largely focuses on the former.

Finally, similar to the preceding two case studies we find that we cannot
ignore the emotional side of people. Feelings and personal preferences are
decisive in this process of starting up new business activities. For one thing, it
was evident that Agripride’s owner-manager felt a strong urge to exploit
opportunities and resources. It is noteworthy that the literature on SMEs (see
Chapter 3) acknowledges the importance of owner-managers’ attitudes whereas
the literature on diversification seems to largely disregard it.
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