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What Happens to Corporate
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Responsibility in a Worldwide Health

Emergency?

Anna Sorensson, Georgiana Grigore,

Anders Lundstrom, Alin Stancu, and Besrat Tesfaye

1.1 Introduction

Since the COVID-19 pandemic swept across the globe, corporate condi-
tions have changed radically. The pandemic has caused a societal and
economic crisis around the globe. Due to the uncertain but rapid course
of the spread of infection, great efforts have been required from all
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countries in the management of this worldwide health emergency
(Gehrke 2020). Efforts range from the medical management of the virus
in the form of adequate access to healthcare, protective equipment and
necessary treatment of patients, to the issue of financial sustainability of
various organisation (Gehrke 2020), or the societal risks that businesses
should undertake in times of uncertainty (Crane and Matten 2020). All
these issues then raise questions about insecurity in society, the role that
the businesses might play in avoiding or reducing such societal risk and
the implications of uncertainty for economies. In addition, measures to
limit the spread of infection differ significantly between countries, and
the World Health Organization’s recommendations adapted to the con-
ditions and political governance of the various countries. For some indus-
tries, this has led to a sharp decline in sales, while other industries have
seen a boost in their activities due to high demand for certain products
and services.

Research on corporate social responsibility (CSR) expanded consider-
ably before the pandemic, and some suggest it is one of the fields in busi-
ness or management studies that is most read and cited (Crane and
Matten 2020). CSR is theorised as dealing with the relationship between
business and society, ensuring that businesses maintain their legitimacy,
or social licence (Grigore et al. 2020, 2021). The European Commission
defines CSR as “the responsibility of enterprises for their impacts on soci-
ety”, and they state that organisations “should have in place a process to
integrate social, environmental, ethical human rights and consumer con-
cerns into their business operations and core strategy in close collabora-
tion with their stakeholders”. In a broader sense, CSR attempts to bring
together the interests of commercial, not-for-profit, and governmental
actors to do good in society (Stancu et al. 2011; Campbell 2007), and to
build bridges between private and public sectors (i.e., UN Agenda 2030).
However, Crane and Matten (2020) note that “the pandemic has clearly
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challenged a number of existing CSR assumptions, concepts, and prac-
tices”. Indeed, COVID-19 has caused a sentiment of vulnerability and
instability in business and in society, and the crises therefore put corpo-
rate responsibility to the test (Kramer 2020). Some of the questions raised
are: Do businesses have a responsibility to help save lives? And does soci-
ety have any responsibility to support businesses?

In a recent Harvard Business Review article, Kramer (2020) reminds us
how 38 years ago, seven people in Chicago died from taking poisoned
Tylenol pills. This was a rare and localised event, and Johnson & Johnson
immediately pulled all Tylenol from their stores, taking a loss to avoid
even a single additional death. Business should never cause such harm,
regardless of the cost. This case study is still taught in business schools as
it reminds us about the prioritisation of saving lives. People still talk
about that decision, which is well alive in our collective memories. It is
likely that the ways in which companies respond to this Coronavirus
crisis will also be remembered for many years to come. Will they help to
save lives, or insist on being saved? Organisations talk about having a
social purpose and set of values driving their strategies, or about how
much they care for their employees, customers, suppliers, communities
and future generations. Now is the time for them to make good on that
commitment. How do they respond to the crises? Who are they respon-
sible to?

In other studies, we hear that businesses have faced major impacts
from the pandemic (Manuel and Herron 2020). The pandemic affected
societies and economies, and this then shapes the ways in which govern-
ments, businesses and people act (Donthu and Gustafsson 2020). Supply
chain disruption, working from home, operational implications (for
example, total or partial production shutdowns in the context of national
state of emergency or high number of infected employees), and new costs
related to decontamination are some of the most discussed impacts of
this pandemic. Industries such as tourism, hospitality, airlines or travel
are impacted due to travel restrictions and lockdowns, and therefore are
losing customers and revenues, whilst e-commerce, home entertainment
and social media platforms are booming. The customers have changed
their purchasing behaviours and there has been a rapid increase in demand
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for online shopping, which firms had to meet to maintain sales. So how
do companies respond to such fluid times?

Some companies have reframed their visions and mission and repur-
posed their production lines or services to manage the effects of the pan-
demic. Immediate organisational responses include companies like
Nissan, or McLaren Automotive joining the race to produce ventilators
that could help patients with breathing problems (BBC 2020a; McLaren
2020), Luis Vuitton saying it wants to use its perfume production lines to
start making hand sanitiser (BBC 2020b), whilst electronics giant
Foxconn switched some of its production from Apple iPhones to make
surgical masks (The Guardian 2020a). Other organisations had to rede-
fine what is essential or non-essential in the workplace, and digital tech-
nologies afforded new opportunities for organising work from home. He
and Harris (2020: 176) argue that the “Covid-19 pandemic offers a great
opportunity for businesses to shift towards more genuine and authentic
CSR and contribute to respond to urgent global social and environmen-
tal challanges”.

Different studies have shown different results regarding CSR during
the COVID-19 pandemic. In a recent study, 47 per cent of the compa-
nies surveyed also stated that the company’s sustainability budget had not
changed, and 14 per cent said that it had actually increased during the
pandemic (LRF 2021). Another study has shown that the Covid-19 pan-
demic will have a negative impact on companies’ sustainability work.
That is the opinion of global sustainability experts. Almost half of the
respondents, or 49 per cent, answered that sustainability will be priori-
tised down as a result of the pandemic, which consumes much of compa-
nies energy and resources (FAR 2020). The fact that CSR and
sustainability issues have increased in importance is partly due to the fact
that they afford opportunities to contribute to a better society, and also
because customers demand sustainability commitments. As such, it has
become even more important to primarily take care of their employees
during this time (LRF 2021).

However, in the first few weeks of the lockdown we heard how Richard
Branson faced backlash over plea for a £500m bailout to help his Virgin
Atlantic airline survive the Coronavirus pandemic (The Guardian 2020b).
Many pointed out that the entrepreneur has paid no personal income tax
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since moving to the tax-free British Virgin Islands 14 years ago (The
Guardian 2020b). We also heard about furloughed Sports Direct employ-
ees claiming they have been asked to work at least once a week (McCulloch
2020). And this controversy came after owner Mike Ashley pressed the
government to allow Sports Direct stores to stay open arguing that selling
fitness equipment is essential to people stuck at home (although we might
suspect the actual motive was profit). These examples have been met with
public anger and frustration, which, one might argue, stem from the
apparent hypocrisy of organisations that have avoided corporate social
responsibility yet expect society to make concession to #hem in a time of
crisis. This is a strange reversal towards claims for societal business respon-
sibility in a crisis. As the third lockdown starts to end, we further see all
sorts of organisations in the UK, for example, asking for it to do so more
quickly. People may be dying still, but businesses want a return to “nor-
mal” even if that normal risks lives.

If we think about the aforementioned Tylenol example, the ways in
which organisations respond will be remembered and might hinder or
enhance the organisational reputation. Now, if we take the question of
who organisations should be responsible to, we can draw from previous
research. Previous CSR studies suggest several approaches regarding the
responsibilities of corporations: business, stakeholder and societal
approaches (Grigore et al. 2017). Briefly, the business approach argues
that a corporation should maximise profit survival, and its responsibility
is, first and foremost, to its shareholders (Friedman 1970). The stake-
holder perspective (Freeman 1984) contends that corporations are
responsible to groups beyond shareholders who are impacted by and can
impact the corporation. The societal approach suggests that corporations
have commitments to society at large and that the polyvocal (or multivo-
cal) nature of society, not the corporation, determines what is right and
proper (Waddock 2004). So, organisations may want to ask these ques-
tions about how they meet their responsibility to various actors during
the Coronavirus crises. Do they attempt to ensure profitability for share-
holders regardless of societal impact and risk? How about the responsi-
bilities to their employees, do organisations have a workplace health and
safety risk assessment, or do they continue to pay salaries’ How about
suppliers—are companies giving advance payments to small suppliers?
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And how about the responsibility to community and vulnerable groups—
do they provide food, deliveries to the vulnerable? Such dilemmas will be
addressed and dealt with in the chapters of this book.

1.2 Corporate Responsibility and COVID-19:
International Perspectives

We seek to understand how society and businesses are affected by and
respond to the Coronavirus crisis in various parts of the world. We aim
to explore: (1) new CSR perspectives given the pandemic situation, (2)
SME perspectives and responsibility during the early stages of the pan-
demic and (3) how large companies responded to the crisis. Overall,
then, the book asks readers to reflect on what the current crisis means for
businesses, markets, communities and society more broadly. It has a
global reach and includes conceptual or empirical studies from Spain,
Mexico, Sweden, Nigeria, Ghana and Kuwait, from various sectors and it
also explores both small and large organisations/companies. The com-
mon ground is that the pandemic has hit on a global level and all busi-
nesses around the globe are affected.

1.2.1 COVID-19 and New CSR Perspectives

In Chap. 2, Arroyo, Sanchez-Asin, Valls-Pasola and Hormiga tackle the
role and relevance of the Coronavirus makers network in the context of
CSR’s situation in Spain during the crisis in the first half of 2020. It
analyses how the network emerged, how it was organised, its results and
social impact, and the key factors that explain its success and its relations
with large companies.

Then, in Chap. 3 Diaz-Pichardo and Sdnchez-Medina analyse the evo-
lution of the CSR initiatives of Mexican enterprises during the first six
months of the pandemic. Authors demonstrate how enterprises have
shown an evolution in the types of initiatives proposed, starting from
helping the population in need to satisfy their immediate necessities and
to help others retake their economic activity in the “new normal”.
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However, with hundreds of thousands of businesses closing and millions
of people unemployed and in poverty, Mexico is facing its worst eco-
nomic crisis in history. The authors reflect on the current situation
in Mexico.

In Chap. 4, Surdu and Nardella problematise the outcomes of corpo-
rate social irresponsibility (CSI). Their work reveals how and why the
assumptions that corporate irresponsibility leads to negative organisa-
tional outcomes, such as negative impacts on reputation or financial per-
formance, are not always supported. The authors show that there is a
disconnect between what the CSI theory assumes and what happens on
the ground, or the CSI practice. The chapter is ripe with examples of
corporate irresponsibility during the pandemic from various sectors and
how these led to mixed outcomes for organisations and society. Finally,
the authors end the chapter by presenting managerial implications and
they also discuss the role of policy in managing corporate social
irresponsibility.

These chapters address CSR during the pandemic from an organisa-
tional perspective focused on network as well as how companies are help-
ing people during the pandemic. The chapters could be useful for different
organisations and society to show how policies can be useful in CSR
implementation.

1.2.2 CSR, SMEs and COVID-19

In Chap. 5, Sérensson, Bogren and Schmudde investigate the case of the
Swedish tourism industry during the first six months of the COVID-19
crisis. Using data from 100 SME:s in three sectors of the tourism indus-
try—accommodation and restaurants, culture and entertainment, and
travel agencies—they analyse the effect of the pandemic on firms with
focus on their sustainability values. They note that the impact of the pan-
demic on individual segments and firms vary, but overall, the tourism
industry is struggling. Consequently, there is a shift from sustainability
values of the firms towards economic sustainability values. Authors also
note that tourism firms which have managed to create higher sustainabil-
ity value for their customers have higher prospects for survival.
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In Chap. 6, Tesfaye and Lundstrom gain insight into how SMEs man-
age the COVID-19 pandemic from both economic and CSR perspec-
tives. The results indicate that the impact of the COVID-19 pandemic is
related to the state of the industry in which the case companies are
located, and the pre-crisis status of the companies. The perceptions of the
entrepreneurs also differ. Some entrepreneurs perceive the crisis as a
threat to the business, while others see opportunities for innovation.
These perceptions likely guide the strategic choices and managerial prac-
tices of the entrepreneurs. Digitalisation is a common denominator with
regard to social responsibility. However, the primary focus is on socially
responsible practices for health and safety of employees.

In Chap. 7, Boter, Lundstrém and Sorensson analyse how Swedish
small companies have been affected by the pandemic. The data consists of
interviews with 1200 small companies from four different industry seg-
ments and the results show different outcomes. Some company groups
have had, and still have, significant negative effects, while other categories
have only been marginally affected. There are a small group of companies
that has noticed growing sales and occasionally also signals from the mar-
ket that new products and services are needed in the near future.

These chapters address mainly small businesses and how they have
been affected by the pandemic and their work with CSR. It is clear that
companies in some industries have been affected more than others. The
clearest impact is the tourism industry, which has been hit hard during
the pandemic.

1.2.3 CSR in Large Companies During COVID-19

Chapter 8 by Okoye and Nwagwu explores illustrative cases of large mul-
tinational enterprises (MNE) response—Lafarge in Nigeria, and Unilever
in Nigeria and Ghana—in terms of their approach to and practice of
corporate social responsibility and sustainability during the pandemic,
and their response to the COVID-19 crisis in a complex environment
marked by deepening poverty and climate change issues. These examples
are chosen as indicative of MNEs active in the West African region.
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In Chap. 9, Goyal, Kakabadse and Kakabadse argue that when dealing
with uncertain or complex situations—such as a global-wide pandemic—
board members turn to their backgrounds and experiences when making
decisions. Specifically, by drawing on depth interviews with 42 board
members, the authors demonstrate the importance of religious beliefs in
interpreting available information and the shaping of their values, as well
as organisations’ strategic aspirations. They conclude by discussing the
implications of board members’ religious beliefs on decision-making dur-
ing the COVID-19 crises.

In Chap. 10, Al-Husaini explores how corporate social responsibility
has grown in the state of Kuwait. The chapter discusses CSR best practice
in a global crisis based on the three pillars seen in the work of Kuwait’s
Oil Sector during COVID-19. The Kuwait Oil Sector, led by Kuwait Oil
Company (KOC), took responsibility for providing Kuwait’s Ministry of
Health with urgent aid through CSR projects such as building the largest
quarantine facilities in the country, constructing the Kuwait Field
Hospital and developing several media campaigns to highlight such
extensive efforts to the general public and promote individual responsi-
bility during COVID-19.

These chapters address how large companies are reacting to the pan-
demic and CSR. Different perspectives are discussed as well as different
countries with specific contexts. The chapters show how CSR still is use-
ful during the pandemic in these countries.

1.3 Concluding Thoughts

The book invites readers to further reflect on new areas for CSR research,
especially in times of crises. Whilst previous research deals with new the-
ories or models post-financial crises (see “Corporate social responsibility
in the post-financial crisis era” by Theofilou, Grigore and Stancu, 2016,
as one example, Theofilou et al, 2016), little is known about the impact
that a worldwide health crisis might have on businesses, organisations,
society and CSR research. Crane and Matten (2020) suggest that
COVID-19 might help us imagine new ways of theorising private enter-
prises, for example, or might push our thinking beyond CSR to identify
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alternative modes of organising or new models of the firm where busi-
nesses’ purposes are truly aligned with societal goals.

The COVID-19 pandemic has generated a global health, economic
and social crisis that requires the collaboration and commitment of all of
us (ref), both in the private sector as well as in the public sector. The
pandemic has led to more sustainable behaviour like fewer flight trips
with less pollution from the airline industry. This book shows different
perspectives on CSR during the pandemic. The work with implication of
the 2030 Agenda and the Sustainable Development Goals (SDGs) may
lead to new CSR strategies post COVID-19. Practical implications from
this book are that the COVID-19 pandemic will increase people’s aware-
ness and expectations of companies and their behaviour. Today, people
have higher expectations and companies must balance profitability with
different stakeholders’ demand for CSR actions. In sum, now is the time
to make investment in CSR, to be able to move to a future post-

COVID-19 that will be more sustainable.
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The Coronavirus Makers Network.
Understanding the Success
of an Innovation Community Facing
COVID-19 in Spain

Lizbeth Arroyo, J. Javier Sanchez-Asin,
Jaume Valls-Pasola, and Esther Hormiga

2.1 Introduction

The COVID-19 pandemic is the defining global health crisis of our time
and one of the greatest challenges we have faced since World War II. Since
its appearance in Asia late last year, the virus has spread to all continents,
affecting every aspect of our lives, from the family and social environ-
ment to employment, production and the distribution of goods and ser-
vices. Estimations for the economic prospects of all countries are bleak,
and the pandemic is likely to have a lasting impact on the determinants
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of long-term growth prospects, further eroding living standards in the
years ahead. Even though the pandemic was predictable and indeed pre-
dicted (Gates 2014), it has taken most of the world by surprise. Neither
administrations nor companies were prepared for this health crisis, nor its
socio-economic repercussions.

The crisis has exposed weaknesses both in terms of pandemic manage-
ment and in the networks that ensure socio-economic stability and global
cooperation. Struggling to cope with its impact, governments and com-
panies are facing challenges concerning labour and for ensuring essential
supplies and social stability. Difficult choices had to be made to achieve
the necessary trade-off between health security, growing social anxiety
and economic consequences. Even when the pandemic is over profound
and long-lasting economic, social, political and cultural repercussions are
expected.

In this context of crisis, the integration business-society plays a central
role to respond to post-pandemic challenges (Porter and Kramer 2006,
2011). The pandemic triggered actions by all kinds of social agents and
organisations to address the situation. From the collaboration between
the business world and civil society has risen a movement to face this
health crisis—as the maker movement. Although the established pieces
of literature in corporate social responsibility (CSR) (Porter and Kramer
2011), social innovation (Defining Social Innovation 2020) and maker
movement (Unterfrauner et al. 2020) address them as a mechanism for
social progress, it is worth asking how the maker movement emerged
during the COVID-19 breakout, how the relationship with companies
was established, and how its success can be explained?

This chapter aims to analyse how the network emerged, how it was
organised, its results and social impact and the key factors that explain its
success. The relations with large companies in the framework of their CSR
policies are also considered. To this end, a case study has been designed
(Eisenhardt 1989; Eisenhardt and Graebner 2007; Yin 2013). To examine
this phenomenon in greater depth, a single case has been selected: the
Coronavirus Makers community. A unique programme that arose from
the maker community in Spain set up to respond to the specific needs of
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the health system in the context of the COVID-19 health emergency. This
research was based on analysing secondary sources of information and two
in-depth interviews with two coordinators of the network.

Main findings offer insights framed in a health crisis about the devel-
opment process of an innovation community, the maker profile and the
roles they adopt within the organisation, the factors that made the com-
munity success and finally the relationship between the community and
company’s CSR initiatives.

The chapter is organised into four blocks. The first is a synthesis of the
theoretical framework concerning innovation communities. This section
is followed by an introduction to the basic concepts of the social impact/
CSR binomial. The methodology, results and discussion are then pre-
sented, and the analysis closes with some concluding remarks.

2.2 Theoretical Framework

The integration of business-society can be framed in the collaboration
between companies and agents that promote social innovation as innova-
tion communities do (Fichter 2009). A good example is the maker move-
ment that aims to solve challenges or needs by taking an approach based
on sharing the knowledge generated. Makers address social imbalance
empowering people to “make” solutions for encountered problems,
democratising access to digital technologies and their know-how and
their ambitions to change society providing better opportunities for indi-
viduals (Unterfrauner et al. 2020).

In this chapter, it takes an innovation community approach to under-
stand the nature of the maker community. It also examines the basic
concepts relating to the social impact/CSR binomial, and the context of
CSR in Spain during the COVID-19 crisis. These three topics are rele-
vant for the analysis of the Coronavirus Makers network that is presented
in Sect. 2.3.
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2.2.1 The Maker Movement
as an Innovation Community

Over the last 20 years, the development of internet-based communica-
tions and the increasing digitalisation of knowledge-intensive tasks have
made it feasible to solve problems employing crowd approaches. For
some authors, innovation is democratised through the community
because the product consumers/users act as innovators (Fauchart and
Foray 2016). In Von Hippel’s (1994) terminology, this is the user innova-
tion revolution, which goes beyond open innovation as it is an open-
source approach. In this sense, the maker movement is associated with the
“Do It Yourself” philosophies; even some authors express that it is more
a do-it-together culture (Dufva 2017; Giusti et al. 2020) that gave rise to
a new entrepreneurial ecosystem (Mortara and Parisot 2016). It is also
claimed to be open and provide democratised access to modern fabrica-
tion technologies and to equip citizens with digital skills (Unterfrauner
et al. 2020).

According to Lakhani (2016), the innovation community emerges
from groups of people united through a common technology or used
condition. They connect either online or physically to share willingly and
freely their problems and solutions to the various use conditions of that
technology. When specific results are obtained, the community is com-
mitted not only to sharing but also to obtaining a collective outcome that
leads to an operational solution. Following this conceptualisation, a
maker community describes a broad community built on an individual’s
ability to be a creator of new technologies and practices, “a maker”
(Morreale et al. 2017; Papavlasopoulou et al. 2017). They are engaged
with new technologies, mostly 3D manufacturing (Papavlasopoulou
et al. 2017; Dufva 2017) in a collaborative work that depends on com-
munity members (Morreale et al. 2017).

Another relevant aspect that interrelates innovation communities with
the maker movement is how market failures can motivate users to become
innovators (Fauchart and Foray 2016). That is to say, that makers will
take advantage of the collective power and handicraft skills to carry out a
better result than that which would be obtained by others means (Dufva
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2017). However, contrary to the theoretically established transaction cost
advantages of innovation communities (von Hippel and von Krogh
2003), the maker movement is driven by doing something that solves
daily life needs (Dougherty 2012). However, recently, authors suggest a
bigger socially impact purposes (Unterfrauner et al. 2020).

A core element of the maker movement as an innovation community
is its attractiveness. One of the most remarkable attributes is the com-
plete freedom in the selection of the tasks encourages members to per-
form them accordingly with their priorities and convictions (Baldwin
and Clark 2006). No one plays an intermediate role between the task and
the problem solver. It is the participants themselves who decide whether
they have sufficient relevant skill sets and interests to contribute to a
given collective project. The decentralised nature of the project encour-
ages individuals to self-assign specific tasks that they consider appropriate
for them without having to go through assignment mechanisms that are
decided upon by the community’s leadership (Fichter 2009). Although in
the literature on the maker movement, it is not clear the existence of a
defined leadership.

The benefits to be a part of the maker movement in terms of an inno-
vation community make sense with Dougherty (2012) when describing
a maker as an enthusiastic tinkering-skilled individual. Learning, having
fun, gaining status or social recognition are seen as rewards for being a
member of the community. Some studies on motivations for participat-
ing in communities also consider as perceived benefit enjoying the proj-
ect, the intellectual challenge, the satisfaction that completing the task
brings, being in direct contact with a real need of the user, career develop-
ment or merely improving learn-by-doing skills (Lakhani 2016). From
Sect. 2.3 on, we will illustrate the case of the Coronavirus Maker move-
ment as an innovation community.

2.2.2 Social Impact and CSR

The context of crisis urges the symbiosis business-society to search for
new and more efficient forms of social impact and to develop the know-
how to respond to new needs. By one side, social innovation is a key term
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for understanding how innovation is viewed in our society today. It con-
ceptualised as “the process of developing and deploying effective solu-
tions to challenging and often systemic social and environmental issues
in support of social progress” (Defining Social Innovation 2020). It
socially impacts changing people’s way of life, their environment, health
and wellbeing, their personal and property rights, and their aspirations
(Vanclay 2002, 2003). From civil society has risen movements to balance
the social inequalities—as the maker movement.

By the other one, in the case of company activities, their impacts some-
times are socially and environmentally questionable. Under the argument
of “do the right thing” (Porter and Kramer 2006), companies must take
the lead in bringing business and society back together (Porter and
Kramer 2011). They embrace CSR works as a mechanism to develop
actions to reinforce corporate strategy through social progress (Porter and
Kramer 2011).

Social impact and CSR share common values, that is, to address the
social implications of corporate activities with a concern for human
rights, livelihoods, community engagement in decision-making, ethi-
cal behaviour and the valuing of local knowledge and the environment
[Carroll 2008; Crane et al. 2009]. CSR activities show what areas
companies are looking to create a social impact in (Porter and
Kramer 2011).

The pandemic has offered great opportunities for companies to engage
with their CSR strategies and agendas actively. CSR is at its best where
stakeholder views are considered and used to inform corporate policy and
practice (Jamali 2007), as evidenced through corporate—community
partnerships, long-term community investment and the creation of sus-
tainable communities by concentrating on adding value throughout the
supply chain (Blowfield and Frynas 2005; Wood et al. 2006; Porter and
Kramer 2006).

In Spain, during the COVID-19 health crisis, its effects have trans-
formed CSR significantly in terms of business ethics and the way sustain-
able businesses are developed (EY Spain 2020; FORETICA 2020).
Business priorities in CSR have changed, focusing on society in general

and people’s health in particular (SERES 2020a, 2020b). For example,
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donations in kind (medical supplies, food and electronic devices, among
others) and monetary donations stand out, which combined account for
more than 19% of total actions (CANVAS and Monge 2020).

Among the corporate actions, it includes activity reductions or ser-
vices redefinition. For example, manufacturing companies have adapted
their activity to the context of the crisis, even modifying their produc-
tion chains to manufacture essential products: ventilators, personal
protection equipment, hand sanitisers and so on. Many products have
been donated where they were needed. There are examples of large
retailers making masks in their workshops or protective gowns for
health staff, and hotels converted into hospitals, banks deferring mort-
gage loan payments, power companies giving moratoriums on electric-
ity or gas bills, private centres offering free online courses, gyms
providing free workouts on the internet, supermarkets scheduling spe-
cial opening hours for the elderly and making donations to food banks
and charities and so on.

As for those involving employees, notable cases are those maintaining
activity and employment and reinforcing health, safety and welfare mea-
sures. Also prominent are programmes carried out by companies to adapt
their activities to the new needs arising from the crisis. It is also remark-
able to find 26 actions regarding the establishment of alliances and sign-
ing up for initiatives or social platforms, something which denotes a high
level of commitment to society, with the intention of permanence, and a
strong component of cooperation.

The resources most offered by organisations are (i) in the area of social
welfare: basic needs, medical supplies, medical care services and online
caregiving; and (ii) in the economic area: deferred payments of bills,
improved financial conditions for services, training platforms and pro-
grammes, and other engaging digital contents. The primary beneficiaries
of the cases analysed have been health agents, with 27% of the total con-
tributions. Forty-one per cent of organisations have focused some of their
actions on this group. Other relevant beneficiaries are a society in general
(22%); people at risk of social exclusion (15%); vulnerable groups (13%);
companies, self-employed and customers (13%); educational agents

(6%) and others (3%).
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2.3 Methodology

This chapter aims to analyse the maker movement as an innovation com-
munity in times of crisis. Specifically, it seeks to explore their nature, their
composition and their relations and dynamics with institutional agents
and companies. To this end, a case study has been designed (Eisenhardt
1989; Eisenhardt and Graebner 2007; Yin 2013). To examine this phe-
nomenon in greater depth, a single case has been selected: the Coronavirus
Makers community.

The Coronavirus Makers collaborative network was selected because it
groups more than 20,000 researchers, developers and engineers. They
altruistically put their knowledge and resources at the service of the com-
munity in order to provide solutions for one of the main problems the
healthcare system was facing at that time—the shortage of medical sup-
plies to cope with the increasing number of COVID-19 cases. The idea
was to design and manufacture a specific type of personal protection
equipment (PPE) that was feasible for the maker network: mainly visors,
masks and ear guards. Nevertheless, there were other remarkable prod-
ucts, especially a ventilator designed in a record time of 15 days.

The main source of data for this chapter was the open-ended interview.
The people interviewed were one of the Coronavirus Makers movement’s
leading promoters, Esther Borao, and one of its coordinators in Catalonia,
A lvaro Jansa. The first interview was held on July 24, 2020, at the site of
ITAINNOVA, Aragon’s Technological Institute belonging to the
Government of Aragon (during this interview, all safety measure derived
from pandemic were followed), and lasted 105 minutes. The second was
held online on August 7, 2020, and lasted 64 minutes. The interviews
were structured around four theoretical categories, emphasising the emer-
gence of innovation communities, their social impact, the factors behind
their success and their relationship with companies. Secondary sources
(news in national newspapers, podcasts, web pages, etc.) were also used to
contextualise the case.

Data analysis included narrative analysis and first-order and second-
order constructs (Gioia et al. 2013). The first step was narrative analysis
to identify the main elements of the interviewees’ narratives related to the
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emergence of the innovation communities, success factors, social impact
and the relationship between innovation communities and companies
through CSR initiatives.

It is worth noting the particular context in which the Coronavirus
Makers network was created. On March 12, Spain was only two days
away from the declaration of a state of alarm by the Spanish government.
Lockdown was decreed that would last until April 26, when a process of
returning to the so-called new normal began in various phases. The epi-
demic threshold (a cumulative incidence of people affected by the virus
exceeding 5 cases per 100,000 inhabitants) was reached in Spain on
March 8, with the Community of Madrid being the first region in which
this happened (February 24). After the first week of March 2020, the
Spanish media began to talk about a possible collapse of the healthcare
system due to COVID-19 and the imminent lack of resources caused by
a rapid increase in admissions to hospital Intensive Care Units (ICUs).
The media also showed scenes of the poorly equipped medical staff using
self-made personal protective equipment (PPE), including garbage bags.

2.4 Results

The emergence of Coronavirus Makers confirms Lakhani’s (2016) defini-
tion of innovation communities as described in Sect. 2.2. In addition,
organisational characteristics, member profiles and types of collabora-
tion, community success factors and their relationship to social impact
appeared during data analysis.

2.4.1 Process of Development

The analysis showed that the Coronavirus Makers community is under-
going a lifecycle. More specifically, five phases were identified: Needs
Identification, Makers Mobilisation, Community Activation, Community
Hibernation and Reactivation (Table 2.1). This cycle is intrinsically
related to the outside events and the community members’ actions.
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Table 2.1 Phases in the Coronavirus Makers community’s lifecycle

Phase Characteristics

Example

Needs Emergence of a social or
Identification  environmental crisis

Public and private
institutions and

organisations’ capacity

to provide a rapid
response to the

Paco Rojas, a colleague from

ITAINNOVA, and E. Borao discussed
what was happening in Italy and
the limitations of healthcare
systems to respond to the COVID-19
patients’ needs due to the lack of
ventilators (interview with E. Borao,

contingency is limited. July 24, 2020).

That afternoon E. Borao had spoken
with Raul Olivan, general director
of open government and social
innovation at the government of
Aragon. Olivan commented on the
needs that people were going to
have at home and how society
could help. They discussed the
possibility of creating a
“Wallapop”-type platform to
connect people with resources and
people in need of them (interview
with E. Borao, July 24, 2020).

The movement was set up in
response to a need (interview with
A. Jansa, august 7, 2020).

Maker Use of digital platforms  That night, a tweet by Irish engineer

Mobilisation to convene the Colin Keogh called on doctors,

development of engineers and designers to join an

technological solutions  interesting project to develop a

to address the need. low-cost ventilator, donating time
Technical consensus and expertise. This tweet inspired
Technical and E. Borao to create the coronavirus

operational makers group on telegram that very

organisation night.

Later, she also created the
coronavirus-ITA group to contribute
technical solutions for ventilators
(interview with E. Borao, July 24,
2020).

(continued)
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Table 2.1 (continued)

Phase Characteristics

Example

Activation Product design and
production begins

Hibernation Contingency control

Reactivation Re-emergence of
contingency or
appearance of new
challenges

“FabLab” creates a manufacturing
and distribution node for Sant
Cugat (interview with A. Jansa,
august 7, 2020).

It is the people united who will
achieve change if they stick
together (...). The pot keeps boiling
at first, but the dough will
eventually collapse. And it is this
core of people left who will be
useful in the end, it is a matter of
time (interview with A. Jansa,
august 7, 2020).

This does not mean that it is not
alive, but that there is a change in
the external circumstances: The end
of the state of alarm, reasonable
control of the health situation
(despite the current outbreaks) and
return to the “new normal”. This
has led many participants to return
to their “new routines” (similar to
those of the past: Work, family
logistics, etc.), diluting one of the
main collective incentives: Doing
something to get out of the
situation (interview with E. Borao,
July 24, 2020).

In this regard, Esther suggests that
the huge size achieved will not be
repeated unless a new and similar
threat to the previous one appears
(interview with E. Borao, July 24,
2020).

Source: Author’s own work
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The Needs Identification phase took place on March 12 and refers to
the detection of a social or environmental contingency. For example,
Jansa (2020) points out the limitations of institutions and other public or
private organisations to address the crisis. However, Borao (interview
24-07-2020) highlights the makers institutional links and their involve-
ment in the search for quick and effective solutions. Both conclude that
the movement was born out of the makers’ desire to provide a technologi-
cal solution (Borao interview 24-07-2020; Jansa interview 07-08-2020).

In the Maker Mobilisation phase, the power of convening legitimate
profiles within the community and the use of digital platforms to dis-
seminate the challenge of creating a technological solution in a short time
is evident. Active participation in different maker forums is fundamental
in this phase. In this case, both makers were part of broad networks con-
nected through Twitter, Facebook or WhatsApp (Borao interview
24-07-2020; Jansa interview 07-08-2020). In the words of Borao (inter-
view 24-07-2020), “magic happened”: in 48 hours more than 900 people
had joined, and after ten days there were more than 10,000. This quote
shows what Jansa (interview 07-08-2020) describes as the maker’s own
“curiosity”.

The Community Activation phase is defined by the organisation of the
community and the production of personal protection equipment. The
manufacturing and distribution nodes were set up according to national
coordination and local management structure, as is the case of “FabLabs”.
As pointed out by Jansa (interview 07-08-2020), the connection between
makers and different professional profiles began based on their geograph-
ical proximity or their direct relationships with other members. The role
of volunteer citizens in operational activities such as manufacturing of
parts, disinfection and distribution (Jansa interview 07-08-2020) is also
noteworthy.

The Community Hibernation and Reactivation phases were apparent
when discussing the organisation’s future. Hibernation is the suspension
or reduction of activity. That is to say, the maker network groups remain
active, but their scope has more to do with the activity of innovation
communities than that of a social phenomenon (Borao interview
24-07-2020). This happens by the positive results obtained when facing
the contingencies, their complexity or risk having been reduced.
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Finally, the Community Reactivation phase is a future but latent stage.
It is suggested that the emotional ties established between the makers at
the moments of greatest activity are likely to endure and be activated in a
much more organised way in the case of a new collective emergency
(Borao interview 24-07-2020).

2.4.2 Maker Profile and Types of Collaboration

The members of this innovation community are characterised by versatile
profiles working in a collaborative environment to reach their goals. It is
observed that the makers’ main attributes are professional and have a
moral dimension. On the one hand, professionally speaking, Borao
(interview 24-07-2020) and Jansa (interview 07-08-2020) state that the
makers are highly specialised individuals, although not necessarily in
technical matters; they are passionate about technology and innovation;
a problem-solution approach characterises their activity; they are flexible
and adaptable, and they are highly entrepreneurial. On the other hand,
the moral dimension of the makers’ profile is characterised by their inter-
est in the common good, collective responsibility and social change.
Their actions are based on the values of altruism, solidarity and collabora-
tion (Borao interview 24-07-2020; Jansa interview 07-08-2020).

However, elements were identified that suggest that makers play differ-
ent roles within the community. Borao (interview 24-07-2020) classifies
community members by what they could contribute. Coronavirus
Makers involved both people who could contribute knowledge (doctors,
psychologists, engineers, scientists) and people who, having learned
about the programme, wanted to contribute whatever they could: time,
supplies, equipment and so on.

From this classification, a typology of makers called facilitators emerges.
We can differentiate between strategic, technical, operational and resource
facilitators (Table 2.2). Borao (interview 24-07-2020) also points out
that one single person could have all four attributes or only one of them.
We can, therefore, assume that one individual may play different roles
within the community.
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Table 2.2 Maker types within the Coronavirus Makers community

Maker
types Characteristics

Strategic Makers with the capacity to mobilise and
Institutional legitimacy.

Technical They have nonmaterial resources and contributed their
knowledge to create, learn and teach.

Operational They were part of the group of “links” aimed at solving
operational issues such as connecting producers with receivers.

Resources  They have material resources like 3D printers and were asked to
work while there was still a need. This type of collaborator
includes individuals as well as organisations such as companies
and technological institutes.

Source: Author’s own work

2.4.3 Innovation Community Success Factors:
The Strategic Facilitator, Institutional Relations
and the Environment

The factors that define the success of an innovation community are not
apparent since, as explained by Borao (interview 24-07-2020), we are not
dealing with a formalised movement in which it is possible to perform
cost-benefit analyses and measure results. However, both interviewees
agree that Coronavirus Makers can be considered successful due to (i)
internal factors (within the community) such as the role of strategic facil-
itators, productive capacity and the organisation of members; and (ii)
external factors such as relationships with institutions. In general terms,
the main indicators on which they base their perception of success refer
to the level of knowledge achieved by the community and the organisa-
tional capacity of the network itself (Table 2.3).

The first success factor is the so-called strategic facilitators: makers that
are highly entrepreneurial, especially proactive and innovative, legiti-
mised by public and private institutions, and with the capacity to mobil-
ise many makers. Thanks to them, a community’s developmental process
is triggered, and close collaborative relationships are woven with public
and private institutions. The second success factor is associated with the
regulatory requirements of the institutions themselves. A clear example
is the approval process before public health agencies, showing the
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Table 2.3 Success factors

Perception of success indicators

Success factors Organisational Technical
External Institutional Collaboration opportunities Developing prototypes
Relations support from private that meet regulatory
organisations (e.g. NGOs requirements

or companies)
Legitimacy from other

agents
Internal Strategic Emergence of latent High technical
facilitators leadership capabilities specialisation in R&D
project leadership.
Organisation  Network size (20,000 Manufacturing and
of members makers) logistics for over 2

million products at
Country scale.
Organisation  Coordination of such a large Information access
of members community in such a short ~ and management
time

Source: Author’s own work

Table 2.4 Health supplies produced by Coronavirus Makers as of June 2020

Product Visors Ear guards Door opener

Units 992,409 373,956 134,784

Source: www.coronavirusmakers.org 06/09/20

relationship between institutional regulation and the phases of
Community, Hibernation and Deactivation.

Table 2.4 summarises the volume of health supplies produced and dis-
tributed by the network. The units of the three most outstanding prod-
ucts are detailed.

2.4.4 Innovation Communities, Companies and Social
Impact: The Role of CSR

The relationship between innovation communities, companies and social
impact is created by pursuing the same goal: to alleviate the crisis. The
dynamics established between the community and the companies revolve
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around the role played by the latter, mainly as providers of material and
nonmaterial resources or distributors of the product manufactured by the
network’s nodes. Companies are key to promoting social change through
a paradigm shift (Jansa interview 07-08-2020). Their role as resource
facilitators was performed by donating materials and means for product
manufacturing  (Borao interview 24-07-2020; Jansa interview
07-08-2020). Some cases were also identified where companies acted as
technical facilitators, supporting community projects with their employ-
ees (Borao, 2020). In some cases, ONG as Ashoka Foundation contrib-
uted to the collection of donations for a certain period. Additionally, it
should be noted that the designs of the makers, being open-source, were
available and were used by some companies to manufacture personal pro-
tection equipment and contribute to a massive introduction of them into
the market.

The effects of the COVID-19 pandemic have also been felt very sig-
nificantly in terms of corporate social responsibility, business ethics and
sustainable businesses. The pandemic is offering great opportunities for
companies to engage with their CSR strategies and agendas actively.
Therefore, an optimistic view is that the COVID-19 pandemic will accel-
erate the development of CSR, as more and more companies realise that
their long-term survival and development depend on achieving a delicate
balance between profitability and harmony with their stakeholders. The
most relevant and pressing question is probably not whether to invest in
CSR or not, but how to invest in CSR to achieve mutually beneficial and
interdependent social/environmental and economic goals.

However, this relationship is conditioned by the reputational use of
short-term CSR programmes and possible bad practices by companies
(Jansa interview 07-08-2020). It is believed that in some cases, rather
than projects for the future, they are used as “corporate slogans”.

2.5 Discussion

The main goal of this chapter was to look in greater depth at innovation
communities by analysing the Coronavirus Makers case. Through the
experience of two individuals who considered themselves to be “makers”,
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and who have both played a key role in the community’s creation and
coordination, we identified the development process of an innovation
community, the maker profile and the roles they adopt within the organ-
isation, the factors that made the community success and finally the rela-
tionship between the community and company’s CSR initiatives.

At the organisational level, it should be noted that the main limitation
on the communities’ developmental process is their short existence in
time, which makes it difficult to establish relations with other agents in
the long term. In addition, these communities are directly influenced by
the lack of consensus among members about what the identity of these
organisations is or should be. The formalisation, through the legal consti-
tution of an association, is strongly criticised by sectors of the commu-
nity, making it difficult to professionalise the organisation and
management.

Despite being perceived as a democratic organisation, there are hierar-
chical relations between the maker roles that are a consequence of the
members’ relational and intellectual capital. Because of the strategic facil-
itators’ institutional legitimacy, public visibility, and material and techni-
cal resources, they tend to occupy strategic coordination positions,
differentiating themselves from the rest by their capacity to mobilise not
only people but resources as well.

A pertinent reflection would suggest that the establishment of innova-
tion communities involve finding the critical elements required by a stra-
tegic facilitator to be legitimised by all the “factions” within the
community.

Although conditioned by the uncertainty of current events, the com-
munity’s success is reflected by its organisational and technical achieve-
ments. However, it is worth noting the factors that hinder their success,
which is nearly related to the coordination in a record time of a very large,
geographically disperse critical mass.

The social impact of the maker community has become apparent in
the health and wellbeing fields, in the community and the political sys-
tem. Indirectly, it is also helping to encourage a cultural change regarding
the values that should define social change and allow the construction of
a more open, equitable and sustainable society.
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The health crisis is teaching us a lesson: we are all in this together. This
will undoubtedly raise people’s expectations for companies to be more
socially responsible. We can, therefore, imagine that companies with a
strong commitment to CSR and that develop and implement effective
CSR strategies will thrive in the post-pandemic period. Rather than
returning to the world as it was before, the United Nations (UN) has
called for efforts to build more equitable, inclusive and sustainable post-
COVID-19 economies and societies.

However, it should be noted that, despite this optimistic scenario
regarding CSR, the paradigm shift will be brought about by the redefini-
tion of current organisational cultures. The maker culture, as a mecha-
nism of social innovation, could help structure organisations with a clear
social focus, balancing the creation of financial profit and the generation
of social impact. In some instances, the analysis of this case also shows
how the use of the community/companies’ relationship can be tinged by
certain bad corporate practices and a “reputational” use of the donations
made. This suggests that there is scope for improving the way companies
incorporate new values that place sustainability and the common good at
their core.

In other words, new ethics for sustainable development are required,
shifting from creating value to debating what creates value. The need to
respond to a social, health and economic crisis has arisen in the midst of
a society undergoing a change of economic model, in which companies
have an (even more) active and relevant role in society, so alliances and
collaborations are necessary to tackle global problems.

2.6 Concluding Remarks

This chapter has analysed a unique network: the Coronavirus Makers
network, which was created to respond to the health system’s needs in the
context of the COVID-19 health emergency. This network has become a
successful initiative thanks to its flexibility and capacity to respond to the
slower pace associated with the inertia of large organisations or govern-
ment entities.



2 The Coronavirus Makers Network. Understanding the Success... 33

Innovation communities are groups of people united through a com-
mon technology or used condition, connected either online or face-to-
face to share willingly and freely their problems and solutions to the
various use conditions of that technology. This chapter’s results suggest
that an understanding of their nature is a key element for ensuring their
success. In addition, depending on the roles they play within an innova-
tion community and thanks to their versatile profiles, makers can take on
one or more roles. On the one hand, the role of the strategic facilitator
stands out for its relational capital which provides legitimacy; the techni-
cal facilitator for its intellectual capital; the resources facilitator, which
includes companies, for its tangible capital and finally, the operational
facilitators for their working capital. Success will be guaranteed by con-
sensus, legitimacy gained by strategic facilitators in the eyes of the mem-
bers and the ability to respond quickly and effectively to contingencies.

The business implications of this study are practical. The analysis
brings out a particular contrast of models: the formalised CSR of compa-
nies versus the very short-term response capacity of makers’ innovation
communities: professionalisation versus volunteer maker; CSR as a pro-
tocol versus open-source social innovation developed by thousands of
volunteers working collaboratively. And between these two models, the
intermediate territory of cooperation between them. In this sense, it is
suggested that innovation communities, as strategic allies for companies,
could help to maximise the social impact of their CSR programmes.
Finally, it is suggested that encouraging the maker profile or identifying
them within organisations would entail potential benefits due to their
relational capital, while they can also have an impact in terms of open
innovation, institutional visibility and the encouragement of
intrapreneurs.
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Corporate Social Responsibility
Response During the COVID-19 Crisis
in Mexico

René Diaz-Pichardo and Patricia S. Sanchez-Medina

3.1 Introduction

The SARS-CoV2 pandemic and its corresponding disease, COVID-19,
has drastically challenged both developed and emerging countries, pro-
voking a variety of responses as there has been no observable interna-
tional coordination, not even at a regional level as might have been
expected. Beyond the extreme stress the pandemic has placed on health
systems, the economic consequences of social distancing will transform
the world for years to come. As the pandemic progressed globally Latin
American countries had the opportunity to observe how China, Europe,
and the United States reacted to the disease and thus had the potential to
be better prepared for it. However, even this advantage was insufficient in
allowing Latin America to develop an improved response to the pandemic.
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Corporate social responsibility initiatives are designed to help organi-
zations implement strategies that reflect a CSR philosophy. Companies
implement this type of initiative to act ethically and improve their image,
either in response to stakeholders’ pressures or to improve customer sat-
isfaction (Ortas et al. 2015). The COVID-19 crisis represents an oppor-
tunity for companies to demonstrate their commitment to CSR. This
research aims to explore the CSR response of companies during the first
six months of the pandemic in Mexico.

3.2 Context

Demographic context. Mexico is a Latin American country located in
North America. In 2015, its population was estimated at almost 120 mil-
lion people (INEGI 2020a) (126 million people in 2019), with a GNP
per capita of 9763 USD (11,085 USD in 2019) (Statista 2020); the
population on average had 9.2 years of schooling (INEGI 2020a).
In 2018, more than 40% of the population was considered to be living in
poverty, 7% in extreme poverty (Coneval 2020). In 2020, it was esti-
mated that 6.6% of the population spoke at least one of the 68 Mexican
indigenous languages and 364 variants (INEGI 2020b).

Economic context. Mexico was already in economic recession before the
pandemic with a slowdown of industrial activity, a reduction in foreign
investment, uncertainty with government economic policies, and a
reduction of government jobs themselves due to austerity measures. In
2019, the country registered 6.4 million enterprises, 97.3% being micro,
small, or medium-sized enterprises, with 63% in the informal economy
(Excélsior 2020). With the pandemic, tourism, one of the main sources
of jobs and foreign currency for the country, has collapsed (El Universal
2020a, 2020b). The fall of petroleum prices has worsened this crisis as
Mexico depends to a great extent on the income generated by its state-
owned oil company PEMEX. Mexico participates in supply chains con-
nected to the United States, China, and other countries (El Universal
2020a); due to the interruption in world supply chains and reduction in
global demand, the pandemic has triggered the most severe economic
crisis in the history of Mexico with more people falling into
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sub-employment and poverty than ever before. In June 2020, it was esti-
mated that COVID-19 left 11.3 million people in work suspension, with
no income and uncertainty about their employment. Additionally, 3.5
million people lost their jobs or had to close their businesses.
Approximately, 82% of people affected work in the informal economy
(Ponce 2020).

Social context. As a result of Spanish colonialism, Mexican society is
highly stratified, with the rich enjoying great privileges because of close
relationships with political power. In contrast, the poor experience all
kinds of privations, hunger, and discrimination, working in the informal
economy with little or no access to education or health services. Mexican
society is also based on strong ties within both the nuclear and extended
family. Families frequently get together, especially in the case of strong
need. Family parties and funerals are events that cannot be missed.
During the first few months of the pandemic, information about the
coronavirus and COVID-19 was distorted extensively in social networks;
many people believed the coronavirus was not actually real. The fact that
many people in the informal economy must go out every day to work, a
strong family culture, and the distortion of COVID-19 information
explain to a great extent why many people did not follow the recommen-
dations issued by the federal government, particularly those urging peo-
ple to stay at home and keep socially distanced. Consequently, the disease
spread beyond the worst of expectations (El Universal 2020c).

Political context. Andrés Manuel Lépez Obrador (AMLO), current
president of Mexico for the period 2018-2024, entered the presidency
with complete support from the unprivileged sectors and in clear rupture
with the previous governments of PRI (2012-2018) and PAN
(2000-2012). His political party, MORENA, controls the National
Congress (Chévez 2018) and groups together many left-political inter-
ests. AMLO calls his period the Fourth Transformation (4T) in reference
to the main milestones in Mexican history: Independence (1810-1821),
Reform (1857-1861), and Revolution (1910-1917). The president has
promised to fight corruption and criminality. His government has forced
big corporations to pay taxes, an obligation many of them had been
avoiding for years through lobbying former governments (Mendoza
2019). Privileges to the rich have been reduced and the relationship
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between the president and the “entrepreneurial cupola” has become toxic
as a result, with many entrepreneurs now forming part of the political
opposition (Gémez 2020). The upcoming elections of governors, may-
ors, and congress members in 2021 (INE 2020) complicate the political
scenario as the president wants to strengthen confidence in his electoral
base while his political rivals try to undermine his position by emphasiz-
ing how badly he has managed the pandemic, the economy, national
security, and the political process.

Environmental context. Even as the world trend is for renewable sources
of energy in replacement of fossil sources, and the prices of petroleum
reach a historical minimum, AMLO insists on restoring the past glory of
PEMEX and pushes investment in petroleum exploration, extraction,
and refinement. Recently, he has retracted some of the energy reforms of
the previous government to impede private firms from investing in
renewable energy sources such as electricity. This measure was taken
because it was believed that the entrepreneurial sector had colluded with
the past government to take over the energy sector. AMLO is in favor of
government control of strategic natural resources, although he says he is
not against entrepreneurial activity (El Universal 2020d).

Health system. Since the beginning of his presidency, AMLO has faced
significant problems in Mexico’s health system: insufficient hospital infra-
structure, with unfinished and abandoned hospitals all over the country,
major inequalities in the population’s access to health care, and a lack of
medicine, medical equipment, and medical staff, among other issues. In
2018, it was estimated that 16% of the Mexican population had no access
to health care (Rodriguez 2019) and at the end of 2018 almost 10% of
hospitals were still closed because of the 2017 earthquakes (El
Universal 2018).

" Entrepreneurial cupola refers to the relevant associations and lobbies of the main large-scale pri-
vate companies.
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3.3 Method

Based on a content analysis of text news reports ordered chronologically
from the beginning of the pandemic, this research aims to analyze the
evolution of the CSR response in Mexico during the first six months of
the pandemic throughout five periods: (1) before the first case was con-
firmed, (2) Phase I—imported cases confirmed, (3) Phase II—local
spread and confinement, (4) Phase IIl—exponential spread and opening,
and (5) adopting the “new normal”. Figure 3.1 shows the accumulated
cases, deaths, and periods of analysis.

News articles were obtained from the major online newspapers in
Mexico according to website rankings. Table 3.1 shows the list of online
newspapers with the number of news articles per period included in the
sample. News articles were obtained after searching for the following key-
words: “Responsabilidad Social Empresarial”, “Empresa Socialmente
Responsable”, “COVID-19”, and “Coronavirus’. News articles obtained
were then reviewed to evaluate their content for relevance. Those articles
were then saved in .txt format to be imported into Weft QDA software
for content analysis.

Covid-19 Evolution in Mexico, 2020
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Fig. 3.1 COVID-19 Evolution in Mexico in 2020. Source: Authors’ own work with
data from https://coronavirus.gob.mx/datos/#DownzZCSV
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Table 3.1 Newspapers and number of news articles describing CSR initiatives
actually cited in this research

Period

Newspaper 1 2 3 4 5 Total
El Economista 0 1 1 12 14
Excélsior 0 1 3
El Universal 0 1 3 4
Milenio 0 1 4 5
El Financiero 0 1 1 2 4
Publimetro 0 1 2 3
La Jornada 0 1 1
Informador 0 1 1
Total 0 2 8 5 20 35

Source: Own research

Content analysis was performed to identify CSR initiatives imple-
mented by companies in response to the pandemic. Codification was
done by means of categorizing the information in the articles based on
the declared objectives of the initiative as stated by the company accord-
ing to the articles.

3.4 Results

3.4.1 Period 1: Before the first case confirmed
in the Mexican territory.

This period starts with the discovery of COVID-19 and ends on February
28, the day the first case was reported in Mexico. During this period, no
news articles discussing the disease and corporate social responsibility were
identified. Even if certain CSR initiatives could have been anticipated
based on the experience of China, Italy, or Spain, no actions were reported,
not even from multi-national corporations operating in those territories.

3.4.2 Period 2: Phase |, imported cases confirmed.

This period starts when the first imported case of COVID-19 was con-
firmed in Mexico on February 28 and ends on March 24, when the
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government declared that most new infections occurred locally, and con-
finement began.

During this period, few news articles appeared reporting CSR initia-
tives in response to the pandemic. The entrepreneurial cupola, repre-
sented by the CCE (Consejo Coordinador Empresarial—Entrepreneurial
Coordinator Council) made a call to the population to remain calm and
avoid panic buying or cornering products as the entrepreneurial sector
was committed to maintaining normal economic and social activity
regardless of the public health measures that might be implemented (El
Universal 2020e). However, the Ministry of Labor (Secretaria del Trabajo)
reported that some companies began firing employees without justifica-
tion (Guadarrama and Pdramo 2020). One big company in the restau-
rant sector suggested its workers could stay at home for 30 days without
any salary in order to protect their jobs (El Universal 2020f). One com-
pany in the Southeast of Mexico was reported as offering basic food prod-
ucts to people in marginalized zones, in cooperation with civil society
organizations (Gallardo 2020).

3.4.3 Period 3: Phase Il, local spread
and confinement.

This period starts with the confinement established by the federal govern-
ment on March 24 and ends on April 21 with the expected end of the
“Jornada Nacional de Sana Distancia” (National Period of Health
Distancing). Even if this period was extended until May 30 (Urrutia and
Jiménez 2020), we decided to maintain this phase in the analysis as it was
originally planned because it created certain expectations that could have
affected companies’ decisions in terms of CSR initiatives. Confinement
meant closing schools and all non-essential activities and staying home as
much as possible, measures that were reinforced at different levels
throughout the country (Enciso 2020).

At the time, confinement was seen as the most effective strategy to
reduce contagion and ensure that the existing medical infrastructure
could absorb a surplus of patients without collapsing. However, a few
months later confinement was revealed to have been implemented too
early (see Fig. 3.1), provoking enormous economic consequences.
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During this period, CSR initiatives started to appear throughout
Mexico. These initiatives can be classified in five types: (1) related to pro-
tecting the health and wellbeing of employees and their families, (2)
related to helping the population in need, (3) related to protecting the
natural environment, (4) related to assuring the supply of their own
products and services, even in challenging conditions, and (5) related to
expanding the hospitals’ capacity to face the pandemic.

Initiatives of the first type include: working from home when possible
(especially for workers in vulnerable groups—with pre-existing diseases
or older than 60 years), staggered working hours, adaptation of work
facilities to reduce social contact and exposure, sanitizing gel in work
areas, use of masks and social distancing, private transportation to reduce
exposure, and a declared commitment to preserving jobs and salaries (El
Universal 2020g, 2020h).

Initiatives of the second type include: offering basic food products to
people in marginalized zones, media campaigns to better inform poor
people and reduce the spread of the disease, offering food and hygiene
kits for small children living in poverty, digital technology for medical
services for poor people with diabetes, and facilitating crowdfunding for
specific needs (La Jornada 2020; El Universal 20201).

As for the third type, it was reported that an organization of plastic
recycling companies developed a recycled and recyclable body bag to be
used during the pandemic. These companies offered a source of income
for poor and homeless people that collected plastic from the streets. One
producer mentioned that in case the bags were not needed, they could be
reprocessed to produce garbage bags (Informador 2020).

With regard to the fourth type of initiative, some companies in the
food sector adopted the compromise of maintaining prices and assuring
the supply of their products to help families attend to their basic needs
(El Universal 2020i). Another company committed to offering financial
services to the poor (Diaz 2020a).

As for the fifth type, one initiative brought together the efforts of com-
panies, educational institutions, government institutions, and civil soci-
ety organizations to adapt available spaces to receive and treat COVID-19
patients (Publimetro 2020).
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In many cases, these initiatives were developed in coordination with
civil society organizations and the local government at different levels.
Micro and small companies were praised by the Mexican president for
protecting employment and salaries, giving an example of responsibility
to larger corporations (Guadarrama and Pdramo 2020).

Anti-CSR initiatives were also detected during this period: companies
firing employees simply for sneezing or because a relative had the disease,
not allowing vulnerable people to work from home even when it was pos-
sible, and unobserved measures of containment or social distancing.
Shamefully, several physicians and nurses reported being insulted, threat-
ened, and battered by public officials, companies, and neighbors (Toribio
and Nava 2020).

3.4.4 Period 4: Phase lll, exponential spread
and opening.

This period starts with the extension of the “Jornada Nacional de Sana
Distancia” on April 21 and ends on May 30, when the government
declared its end.

Paradoxically, this period was characterized by the initial exponential
spread of COVID-19 and at the same time the opening of the economy
after the end of the social distancing campaign. During this period, con-
finement was substituted with a “trafhic lights” system that aimed to indi-
cate the degree of seriousness of the disease in every state and region. In
this system, containment measures would be designed and adapted
according to the local situation (Gobierno de México 2020).

During this period, CSR initiatives spread throughout the nation.
These initiatives can be classified in four types: (1) related to protecting
the health and wellbeing of customers, employees, and their families, (2)
related to helping the population in need, (3) related to helping the sup-
ply chain when it is composed of small businesses at risk, and (4) related
to supporting the activities of first-line pandemic fighters.

For the first type, some companies put up barriers to separate custom-
ers from workers in local stores, implemented sanitary protocols estab-
lished by health authorities, and reorganized their activities to reduce
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social contact. Some companies allowed workers from vulnerable groups
to stay at home and keep their jobs and salary (Curiel 2020).

For the second type, companies in the restaurant sector offered their food
products through food banks to reach relatives of hospitalized people, indig-
enous communities, and poor children. Other companies offered support
for elderly people with chronic diseases in rural communities through civil
society organizations. Some companies offered food and training to con-
struction workers that lost jobs because of the pandemic. One company, in
association with a university, offered psychological support by telephone.
Other companies donated money and food to civil society organizations
that were active in various sectors (Mireles 2020; Campos 2020).

For the third type, one beverage company offered gift cards to be
exchanged for its products in restaurants and bars (Campos 2020). A big
bakery company offered support to small grocery stores by providing masks
and reinforcing its credit policy. It also offered IT services so small busi-
nesses could receive credit cards and food vouchers, sell mobile telephony
credit, and receive payments for services. A company in the cosmetic indus-
try offered coupons to be exchanged in beauty salons, they also offered
online training and sanitizing gel, and withheld payments until reopening,.
An association created an initiative to allow small businesses to offer their
products to hospitals to protect jobs and salaries (Curiel 2020).

For the fourth type of CSR initiative, some companies donated their
products to help medical staff and police officers. Some transformed their
production processes to make this possible. For instance, a brewery pro-
duced cans of water for police officers and antibacterial gel derived from
non-alcoholic beer (Sdnchez 2020). A company in the car industry started
producing medical equipment to be donated to public hospitals. A bever-
age company started producing recycled plastic masks to be donated to
different institutions and, in association with another company in the
alcoholic beverages industry, donated sanitizing alcohol (Campos 2020).
A company in the cosmetics industry started producing sanitizing gel to
be donated to public hospitals (Curiel 2020). Companies donated venti-
lators to public hospitals as well as medical equipment for hospitals in
rural areas. In different sectors, companies donated their own products to
medical staff of public hospitals, such as food, writing devices, personal
health products, antibacterial gel, and masks (Mireles 2020; Curiel 2020).
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3.4.5 Period 5: Adopting the “new normal”.

This period starts on May 30, when the government declared the end of
social distancing. During this period the “traffic lights” system was still in
operation even if some state governments (from the opposition parties)
saw the system as a tool of political control and influence in advance of
the 2021 elections. This period ends on August 30 when our search for
newspaper articles was closed.

The CSR initiatives in this period can be classified in six types: (1)
related to protecting the health and wellbeing of customers, employees,
and their families, (2) related to helping the population in need, (3)
related to protecting the natural environment, (4) related to helping the
supply chain when it is composed of small businesses at risk, (5) related
to supporting the activities of the first-line fighters, and (6) related to
preparing people in need to reactivate their own economy.

For the first type, companies have implemented the recommendations
of health authorities including: working from home when possible; work-
place sanitization; use of antibacterial gel; masks during working hours;
information in the workplace; gloves; adaptation in circulation within
the workplace; no use of meeting rooms; expanding e-commerce; hygiene
protocols to protect clients, workers, and their families; and a commit-
ment to protecting jobs and salaries. Using their databases and a ques-
tionnaire, some companies detected potential COVID-19 patients and
put them in contact with medical specialists (Mata 2020).

For the second type, companies donated money through civil society
organizations to offer hygiene kits, food, and education for children in
poverty (Ramirez 2020a). Some companies offered digital technology to
people with diabetes. Other companies donated money to provide basic
food products for people in need in rural communities. Through special-
ized organizations some companies offered support to youth to prevent
criminal activity (Ramirez 2020b). Some initiatives coordinated different
companies to offer solidarity cards to people that lost their jobs with up
to 3000 pesos to buy products in supermarkets; these cards were sent
with the help of local delivery companies (De la Rosa 2020). Creatively,
a football club invited its fans to pay for a cardboard silhouette with their
photograph to be located in the stadium and donated the proceeds (El
Financiero 2020).
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In the third type, one company donated the profits from its ice cream
made for dogs to feed abandoned dogs and cats, a population that has
grown significantly during the pandemic (Diaz 2020b). A company in
the packaging industry donated modular spaces for medical treatment
made of recycled materials (Diaz 2020c).

In relation to the fourth type, helping the supply chain when it is com-
posed of small businesses at risk, some companies prioritized contracts
with local suppliers to protect jobs. Others donated food and beverage
products to bars and restaurants so they could reopen. They also offered
to pay part of the delivery costs of their products. Some companies offered
training to restaurant staff so they could amplify their talents and improve
commercial strategies through social networks. A major brewery created
an initiative to offer tickets to consumers in a buy one get one free scheme
(Diaz 2020d, 2020e).

For the fifth type, some companies offered their own food products to
medical staff (Ramirez 2020c), other companies offered to sanitize hospi-
tals and public spaces in zones of high risk using their own equipment
and materials (Méndez 2020). One company in the print business
donated printers, paper, and ink so that physicians and nurses treating
COVID-19 patients could show their faces and build a human connec-
tion with their patients (Diaz 2020f). Some companies offered flexible
modular solutions to public hospitals so they could increase their bed
capacity (Diaz 2020g). Other companies have donated thousands of
medical kits through different foundations. Some companies offered
monetary donations to the Mexican Red Cross. Others offered millions
of pesos to acquire specialized medical equipment for public hospitals
(Ramirez 2020d). An alliance of different companies created a crowd-
funding campaign that multiplied the donations of their customers by a
factor of four so they could buy protection medical equipment for public
hospitals (Ramirez 2020d). Some non-manufacturing institutions started
producing masks to be donated to hospitals (Santinelli 2020). An alliance
of several companies, public institutions, and universities quickly devel-
oped a ventilator that is practical and efficient. Ventilators were acquired
by other companies and then donated to public hospitals (Del Pozo
2020). A packaging company donated recycled material as well as



3 Corporate Social Responsibility Response... 49

instructions for building modular dormitories for medical personnel in
public hospitals (Diaz 2020c¢).

For the sixth type, some companies offered food and training for con-
struction workers who had lost their jobs because of the pandemic.
Others offered crowdfunding assistance to emerging artists so they could
reach new online audiences (El Economista 2020). In association with
education institutions, large companies offered training to women entre-
preneurs so they could grow and improve their small businesses (EF
Branded Media 2020).

Figure 3.2 summarizes our research findings and the evolution of CSR
initiatives as the pandemic expanded in Mexico. We can observe that
CSR initiatives multiplied and diversified during this period, starting
from offering basic food products to the poor and protecting the health

"

Offer basic food products, Pandemic
hygiene products, and Expansion
information to the poor

T peripds T
Peripd 4 . e -
. ™ ", Protect the health of
Help population in need /.-\ 7 peri workers and customers
rd - -

to reactivate their own  /

% and preserve jobs and
economy \

salaries

Support the supply chain A
when composed of small
businesses at risk

Help protect the natural
environment

Ensure supply of their Help expand hospital

. own products and capacity and support first-
Pandemic services even under line fighters (medical staff’
Expansion challenging conditions and police officers)

Fig. 3.2 Evolution of CSR initiatives during the first six months of the SARS-
CoV2 in Mexico (February 28-August 30). Source: Authors’ own work
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of workers and customers and preserving jobs and salaries in Period 2 to
helping the population in need to reactivate the economy in Period 5. In
the graph, initiatives are registered in the period they were identified for
the first time; however, in most cases, initiatives were expected to last
more than one period.

3.5 Conclusions

This research analyzes the CSR response of companies during the first six
months of the SARS-CoV2 pandemic in Mexico, and particularly, the
evolution of these initiatives through five periods: (1) before the first con-
firmed case, (2) Phase [—imported cases confirmed, (3) Phase II—local
spread and confinement, (4) Phase IIl—exponential spread and opening,
and (5) adopting the “new normal”. Enterprises have shown an evolution
in the number and type of initiatives they have undertaken.

While no CSR initiatives in response to COVID-19 were reported in
period 1, in period 2 one company undertaking this type of action was
identified. In the following periods, an important growth of CSR initia-
tives was observed not only in the number of companies and initiatives
but also in the diversification of such initiatives, from helping poor peo-
ple meet their immediate needs to helping people in need reactivate the
economy. This diversification includes seven different types after a rela-
tively short period of time, as shown in Fig. 3.2. This trend in company
behavior might indicate that companies will continue developing a
greater number of CSR initiatives, perhaps oriented to other aspects not
observed here.

Many companies have disappeared with the corresponding loss of jobs
and a drastic decline in economic and social welfare. Most enterprises in
a fragile financial position have focused only on survival and put aside
any effort on CSR. The pandemic has detonated the worst economic
crisis in the history of Mexico but also a renewed interest in humanitarian
and environmental actions. It is expected that the economy might recu-
perate to the level of 2018 within six years. The Canada-US-Mexico
Agreement (CUSMA), a renegotiation of NAFTA that was enacted on
July 1, 2020, is expected to play a significant role in this endeavor (Forbes
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México 2020). Social consequences of the pandemic are still to be seen
beyond the thousands of deaths. However, some positive effects can also
be observed, such as the capacity to act in an organized manner and bring
together enterprises, government, and non-government institutions, in
the pursuit of superior objectives.

3.6 Limitations and Recommendations
for Future Research

Our primary limitation in this research is the use of newspapers as our
main source of information. Newspapers might have their own interests
and consequently present facts in a non-objective manner, as is the case
when articles are paid for by companies. Also, the use of only a few free-
access online newspapers imposes a limit to the possibility of having a
wider variety of information and perspectives. Finally, information about
different initiatives was not validated (by triangulation, for instance) to
confirm if those initiatives were carried out or not. Further research on
the topic could include additional sources of information such as more
online newspapers, specialized magazines and websites, company web-
sites, and those of civil society organizations and the government.
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What Are the Outcomes of Corporate
Social Irresponsibility (CSI)?
The Disconnect Between CSI Theory
and CSI Practice

Irina Surdu and Giulio Nardella

4.1 Introduction

Opver the past four decades, management scholarship has been concerned
with examining corporate social responsibility (CSR) opportunities, as
well as understanding what may curtail corporate irresponsibility (CSI)
and wrongdoing. Studies tend to discuss how irresponsible behavior can
be defined (e.g., Lange and Washburn 2012; Lin-Hi and Miiller 2013),
what drives some firms to behave irresponsibly (see Kim et al. 2018), and,
most relevantly, what the outcomes of corporate irresponsibility are (e.g.,
Jones and Rubin 2001; Karpoff et al. 2005; Nardella et al. 2020). Interest
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in CSI as an area of research has increased to the point where corporate
social irresponsibility itself has become referred to as a “grand challenge”
in strategic and international management (see: Brammer et al. 2019;
Buckley et al. 2017; Mellahi et al. 2021). Within this stream of research
on CSI, studies agree that CSI has a negative effect on the associated
organization’s reputation in the eyes of its many domestic and interna-
tional stakeholders, followed by a swift decline in organizational perfor-
mance (notably: Coombs 2004; Coombs and Holladay 2009; Fombrun
and Shanley 1990; Highhouse et al. 2009; Lange et al. 2011).

In practice, however, organizations continue to engage in irresponsible
behavior, with examples ranging from the tax avoidance scandals involv-
ing companies such as Google and Amazon to ongoing human rights
abuses associated with the global value chains of fashion companies such
as Primark, GAP, and H&M, the child labor controversies associated
with international companies such as Nike and Nestlé, or the environ-
mental and public health harm caused by organizations such as Dow and
DuPont. These examples suggest that a firm’s reputation and subsequent
performance are not necessarily eroded when the firm becomes associated
with, or accused of, CSI. Recent evidence has therefore started to emerge,
depicting a more nuanced process of when and how stakeholders penalize
(or not) organizations which behave irresponsibly (e.g., Bae et al. 2020;
Nardella et al. 2020; Wans 2020). The discrepancy between theoretical
assumptions and observations of business practice is important (Jackson
etal. 2014) in order to gain a better understanding of the managerial and
policy decisions needed to curtail CSI and encourage more CSR activities.

Increasingly, multinational enterprises (MNEs) are among those firms
accused of irresponsible behavior, both at home and abroad (Nardella
and Brammer 2021). MNEs provide a nuanced and complex context to
study the relationship between CSI and organizational outcomes due to
the scope of their operations and the diversity of home as well as host
market stakeholders whose expectations these firms need to manage
(Rabbiosi and Santangelo 2019; Wang and Li 2019). News of MNE irre-
sponsibility together with current changes in home, as well as host regula-
tory processes, are expected to place increasing pressures on multinational
firms to behave more responsibly in the different locations in which they
serve their international customers, as well as to manage their global value
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chains more sustainably and effectively. Although we are yet to see the
effects of firms behaving more responsibly across the different markets in
which they operate, crises and disruptions—such as the COVID-19 pan-
demic—tend to shed light on the sustainability of business operations
(Juergensen, Guimén and Narula 2020) but also on the prevalence of
irresponsible behavior by MNEs. The COVID-19 pandemic—as
explained later in the chapter—has made the disconnect between what
the theory assumes (i.e., that firms are penalized for CSI) and what actu-
ally happens in business practice (i.e., when financial pressures increase,
firms do not take care of their key partners and stakeholders). In this
context, it has become apparent that the role of nuanced host market
policies is crucial to curtail MNE irresponsibility.

The overall aim of this chapter is to provide an overview of the key
literature on CSI with a particular focus on CSI’s main outcomes, namely
organizational reputation and performance. Throughout the chapter, we
discuss the managerial and policy implications associated with irrespon-
sible corporate behavior. We zoom in on multinational firms, which face,
on the one hand, pressures to reduce costs and adapt to host market
consumer demand and keep up with technological advancements and,
on the other hand, pressures to better monitor, and upgrade the capabili-
ties of, their global value chains. Significant progress has been made to
increase investment in sustainable practices driven by international orga-
nizations such as the World Bank, Organization for Economic
Co-operation and Development (OECD), the International Labor
Organization (ILO), and the World Trade Organization (WTO). Even
so, this chapter sheds light on the fact that changes to become more
socially responsible will come with managerial effort and other costs
which many firms cannot, or wish not to, bear post-crises such as post-
COVID-19 pandemic. This means that regulating and penalizing irre-
sponsible behavior is becoming ever more important to continue the
progress made to curtail CSI.

The remaining of this chapter is organized as follows. The next section
will summarize some of the core as well as more recent studies on the
main outcomes of CSI, such as the decline in organizational reputation
and market performance. Then, we move on to explain that there are also
key factors that may moderate this complex relationship between CSI
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and performance, and notable among them is the role of stakeholder
expectations. Lastly, the chapter discusses the broader role of crises and
disruptions such as, but not limited to, the COVID-19 pandemic, on
making the disconnect between CSI theory and CSI practice more visible
to a wider range of both home market and international organizational

stakeholders.

4.2 What We Know About
the Outcomes of CSI

Corporate irresponsibility has been associated with two broad and inter-
related outcomes, namely (1) decline in corporate reputation; and (2)
decline in organizational performance. In the earlier studies examining
the relationship between CSI and organizational reputation—“a percep-
tual representation of a company’s past actions and future prospects that
describes the firm’s overall appeal to its key constituents” (Fombrun 1996:
72)—authors have broadly theorized that CSI leads to reputation decline
(see also Fombrun and Shanley 1990; Karpoff and Lott 1993), as stake-
holders act to penalize those firms which are associated with acts of irre-
sponsible behavior. Over the years, the increased popularity and relevance
of CSI research has led to the idea that CSI renders organizational reputa-
tion fragile and that firms are expected to be constantly vulnerable to
being penalized by stakeholders (Lange et al. 2011) following CSI disclo-
sure (Karpoff et al. 2005; Karpoff et al. 2008). The idea that reputations
of those associated with CSI are “fragile” has been proliferated over the
years as the media and business press have increasingly disclosed and
debated CSI.

To understand the relationship between CSI and organizational repu-
tation, scholars have conducted numerous experiments, generally con-
cerned with the perceptions of stakeholder groups such as existing or
potential customers of the firm; these studies focus on measuring stake-
holder perceptions of the firm following an act of wrongdoing; for exam-
ple, Coombs and Holladay (2009) found that customer trust decreases
when firms are perceived to behave irresponsibly, which is translated into
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customers being less likely to continue purchasing the firm’s products and
services. Kim later (2014) suggested that news of CSI behavior tend to
lead to customers blaming the associated organization for causing the
CSI event, which is expected to also lead to a decrease in purchase inten-
tion, as well as negative word-of-mouth (see also Sweetin et al. 2013).

Notwithstanding the contribution of these studies, there is little evi-
dence that consumer perceptions will, indeed, endanger the reputation of
a firm and lead to changes in their purchase behavior toward the firm
following CSI. For instance, in July 2013, UK fashion retailer—
Primark—experienced a 20% increase in sales, after having avoided a
consumer boycott over one of their plants in Bangladesh which collapsed
in April of the same year and claimed around 1129 workers’ lives (The
Guardian 2013). In July 2020, Nike and Apple were warned to monitor
their Chinese suppliers more closely as international organizations sus-
pect the companies to have used “forced labour” of Chinese ethnic
minorities (BBC 2020); again, we observe stakeholder attention and
pressure, but this does not translate in decreased reputation or reduction
in performance. Using large-scale secondary data, studies reveal a com-
plex CSI-reputation-performance relationship (Breitinger and Bonardi
2019; Nardella et al. 2020; Zyglidopoulos 2001), whereby CSI does not
always affect reputation (Nardella et al. 2020) and moreover, there may
be a CSI reputational gain (Nardella et al. 2020; Zyglidopoulos 2001).

Extant research has also examined specific performance outcomes fol-
lowing CSI disclosure. For instance, by examining the short-term decline
in stock market value, scholars have, again, proposed that CSI has a sig-
nificant and negative impact on performance (e.g., Ertimur et al. 2012;
Karpoff et al. 2008), and this impact may be greater than actual litigation
(Karpoft and Lott 1993; Engelen 2010). In other words, investor percep-
tion of the firm’s involvement in a CSI event is proposed to lead to greater
performance decline than outcomes following the actual decision made
by the court concerning the firm’s culpability; such findings point to the
subjective and socially constructed nature of reputation and its perfor-
mance impact (Ravasi et al. 2018). Overall, scholars have associated a
short-term decline in stock market price following the disclosure of a CSI
event in the media, with negative long-term performance outcomes for
the associated firm.
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While the stock market reaction to CSI may be an indicator of inves-
tor perception, and thus, short-term performance; we know that markets
overreact to CSI news (Gillet et al. 2010); and after a few days have
passed following the event disclosure, companies and markets recover,
and may even benefit from the CSI event. Take for instance, the share
price of Samsung following product recalls due to faulty batteries in the
Galaxy Note 7 (Tech Times 2017); or that of Apple, following child labor
and human rights controversies involving Foxconn, their main Chinese
supplier (The Guardian 2011): the losses in share price which incurred
soon after the CSI activities were disclosed, were recouped in a very short
time frame. In other instances, the market even reacts positively, particu-
larly when the outcomes of CSI are less penalizing than expected (The
Conversation 2020); for example, in 2017, DuPont agreed to pay the
amount of US$671 million in order to settle the class-action lawsuit
whereby the company was accused of, and found culpable for, highly
toxic spills; notably, since the final settlement amount was below Wall
Street expectations, the company’s share price increased by 1% on the day
of the announcement, and continued to increase by over 4% in the fol-
lowing days.

Consequently, measuring performance by simply examining stock
market reactions contributes to the overly simplistic and naive view that
CSI leads to negative performance outcomes, and thus, firms will be dis-
incentivized to engage in CSI. There may be an opportunity cost for
stakeholders to significantly alter their behavior toward the organization.
For instance, in the case of companies such as Apple, there is a degree of
uniqueness of the company’s offering and position in the marketplace
which makes their reputation and performance more resilient. The
expected impact of CSI may also matter; as per the DuPont example,
when the impact of CSI on the firm is less significant than previously
expected, firms may even benefit from engaging in CSI, or at the very
least, not be massively hindered by CSI media disclosure.
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4.3 Stakeholder Expectations, CSI,
and Organizational Outcomes

In this chapter, we emphasize that, in order to truly understand the nature
of the relationship between CSI and outcomes such as reputation and
performance, we must understand what factors moderate these complex
relationships. A key moderating factor, we propose, is the role played by
stakeholder expectations. We know by now that expectations influence per-
ceptions and subsequent behavior (Lange and Washburn 2012; Mishina
etal. 2012). Stakeholder expectations of a given firm may therefore influ-
ence the extent to which stakeholders will penalize the firm (or not) in
light of CSI. For instance, companies which have built good reputations
over time, may benefit from stakeholder good-will and be protected
against reputation damage (e.g., Brammer and Pavelin 2005; Nardella
et al. 2020). This is because firms which have been known to be “good
social actors” are often afforded the benefit of the doubt when associated
with, or accused of, CSI. Scholars even suggested that stakeholders may
choose to ignore, or pay little attention to, CSI news, when the informa-
tion provided by the media does not meet their own expectations about
the company (see Love and Kraatz 2009; Pfarrer et al. 2010). Similar
studies found that the stock market prices of well-reputed firms suffered
less as a result of disclosed CSI compared to counterparts with weaker
reputations (Raithel et al. 2010). In general, a good reputation may be
expected to act as a buffer against the potential negative effects of CSI on
the organization. This is particularly important in times of crises, when
firms are likely to already experience performance challenges that may
threaten their survival.

In a recent study, Nardella et al. (2020) further examined the role of
stakeholder expectations and found that firms with a past reputation for
high social performance may also carry the burden of high stakeholder
expectations; these expectations, in turn, become violated when the firm
is associated with CSI. Stakeholder expectancy violations may have an
even stronger negative reputational effect when firms have a strong repu-
tation for certain characteristics (Janney and Gove 2011; McDonnell and
King 2018; Rhee and Haunschild 2006). Firms which build their
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reputations around product and service excellence are likely to be more
severely penalized by stakeholders following product recalls or product
harm (Rhee and Haunschild 2006), whereas firms which build their rep-
utations around superior governance are more severely penalized when
associated with CSI events such as executive compensation controversies,
earnings mismanagement, taxation, or fraud (Janney and Gove 2011).
McDonnell and King (2018) added that when the well-reputed firms
were associated with CSI in the media, the reputation penalty was great,
irrespective of actual litigation, yet again drawing attention to the differ-
ence between stakeholder expectations and law-determined culpability
(Nardella et al. 2020). When stakeholder expectations are violated, stake-
holders may perceive firm behavior as being hypocritical and deceitful
and thus, penalize previously well-reputed firms even more in light of
CSI. Therefore, reputations are not always “fragile”, but some reputations
are more fragile than others, as a result of the stakeholder expectations.

From a managerial perspective, the abovementioned findings illustrate
the importance of managing stakeholder expectations. Organizational
responses to CSI range from admitting culpability to scapegoating strate-
gies, firing CEOs and executive teams, or compensating for the harm
caused by investing significantly in CSR initiatives. Extant research on
the types of organizational responses needed to manage stakeholder
expectations suggests that the effectiveness of communication strategies
depends on the prior reputation of the accused firm (Coldwell et al.
2012; Fennis and Stroebe 2014). This may mean that, for instance, orga-
nizations can self-disclose acts of CSI if they benefit from a superior repu-
tation and, thus, are likely to elicit stakeholder trust (Fennis and Stroebe
2014). Stakeholder trust is important when organizations invest in CSR
post a CSl-crises, whereby their responses may be interpreted as a strategy
to distract from the harm caused. Alternatively, firms may opt for shorter-
term fixes; a recent example is that of Rio Tinto, whose top executives
have resigned following the scandal whereby the mining company
destroyed a 46,000-year-old aboriginal site in Australia to extract natural
resources from that site (S&P Global 2020). Yet, we observed with the
example of Rio Tinto, and the many policy and media debates that this
scandal has elicited, that the worldwide political upheaval triggered to
some extent by the COVID-19 pandemic has increased stakeholder emo-
tions and awareness of the activities of global firms.
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4.4 How Crises and Disruptions May Act
as Catalysts to Changing
Stakeholder Expectations

We know by now that crises and disruptions—economic recessions, cli-
mate changes, wars, terrorist attacks, and, of course, pandemics—cause
shifts in patterns of consumption, investor behavior, and policies and,
subsequently, changes to firm activities and long-term performance
(Klassen and McLaughlin 1996). But, how are stakeholder expectations
changing? Stakeholder expectations may have shifted during the
COVID-19 pandemic, as people are becoming more aware of, and
invested in understanding about, aspects linking business and society. For
instance, in the midst of the onslaught caused by the pandemic, the
higher death toll in certain communities in the UK has been associated
with race, injustice, poorer working and living standards, and air pollu-
tion (The Guardian 2020a). In the same vein, the deepening of economic
problems for firms in developing countries, such as Bangladesh, is associ-
ated with the irresponsible practices of foreign retailers which, following
the COVID-19 pandemic, have withheld billions in payments that
should have been made to their suppliers, resulting in millions of job
losses (Forbes 2020). Parallel to these issues, domestic and international
firms are becoming more focused on reducing costs and making strategic
decisions aimed at recovering the losses incurred due to the demand
shocks of the pandemic.

The challenges of reconciling economic and social goals are even greater
for MNEs which have suffered both demand and supply shocks due to the
spontaneous reactions of home and host governments to implement
national lockdowns and impose trade restrictions. Given the international
scope of their operations, MNEs have also been associated with CSI, par-
ticularly activities conducted by firms within the MNE-controlled global
value chains. An MNE’s global value chain—defined as the collection of
governance arrangements that utilize geographically dispersed activities of
the supply chain (see Buckley 2009)—consists of hundreds and even thou-
sands of firms which are contracted to produce, assemble, or deliver goods
for the lead firm. Notable examples associated with CSI in global value
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chains include worker rights controversies, the use of child labor, and the
lack of appropriate health and safety conditions for factory workers in the
developing world. The fashion industry, in particular, has come under scru-
tiny over the years, due to the poor working conditions that often charac-
terize their developing market factories (Narula 2019). In many instances,
the blame for CSI has been passed on to the lead firm’s main suppliers who
are contractually responsible with managing those parts of the value chain.
The COVID-19 pandemic has seen MNEs reneging on their supplier con-
tracts, under-paying workers or firing without compensation; in this con-
text, the fashion industry’s exploitative business model has been placed
under scrutiny (Forbes 2020). Lead MNE power over developing market
suppliers (often located in Bangladesh, Cambodia, Vietnam) leads to the
latter accepting orders below cost (a common practice in the industry),
undermining supplier ability to offer decent working conditions to employ-
ees. These irresponsible practices did not begin with COVID-19, but the
emotionality caused by the pandemic, we argue, has brought MNE CSI to
global stakeholder attention.

Here also, there is a discrepancy between what the literature proposes
and examples from business practice. On the one hand, for an MNE,
reputation is a key source of competitive advantage which the firm can
leverage in different international markets. In fact, a firm’s international
growth is expected to be primarily driven by its ability to exploit superior
firm-specific resources such as organizational reputation in the host mar-
kets targeted (Rugman et al. 2011). Negative stakeholder assessment of
MNE behavior can therefore increase the legal and other transaction
costs associated with managing and protecting reputation-based advan-
tages (Rugman et al. 2011; Maggioni et al. 2019; Wang and Li 2019).
Reputation damage following media disclosure of CSI in a host market is
expected to spread globally and damage the reputation of the firm in its
home and host markets; as such, firms are expected to benefit from reduc-
ing ownership of those host market operations which are associated with
CSI to avoid global reputational damage and financial risk (Kolbel et al.
2017; Wang and Li 2019).

On the other hand, the examples of CSI behavior suggested earlier
indicate that there are many benefits to being irresponsible. When pres-
sures to reduce costs increase, we are likely to see more of these firms
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divesting their operations and reneging on their international orders with
little to no notice. Furthermore, despite the increased stakeholder scru-
tiny observed recently, there is a real possibility that the reputation of the
MNE at home and in its key markets is likely to remain unaffected
because stakeholders have become accustomed to these firm practices and
often associate unfair employee treatment with lack of effective host mar-
ket legislation. Customers, in turn, may, in theory, support better prac-
tices, and rise against CSI behavior, but have been historically unwilling
to pay more for sustainable and responsible products, which companies
could produce if they were to make value chain decisions beyond raw
material costs and cheap labor considerations (White et al. 2019).
Similarly, investors understand the potential cost savings that often come
with exploiting factor markets in developing countries (Ke et al. 2010).
The role of policy in curtailing CSI has never been so important. In
mid-2020, together with Nike and Apple, Boohoo (UK fashion retailer)
was associated with labor exploitation scandals in China, an investigation
which resulted in no visible outcomes. At the same time, Boohoo and
their suppliers were accused of inappropriate labor conditions at a factory
in their home market in Leicester, UK (The Guardian, 2020b); this
home-based CSI event, however, resulted in PWC resigning as their main
auditor and a 20% decline in shares.

Specifically, the role of policy is particularly important in order to
mediate the relationships between lead MNEs (which are often devel-
oped market players) and their (generally non-developed market) part-
ners and suppliers (Narula 2019). When disruptions and crises occur, the
losses are unevenly distributed among global value chain partners (Crane
et al. 2014). This is reflected in the further shocks delivered to informal
sectors in developing economies, whose market players will continue to
struggle (Narula 2020). In these contexts, global stakeholders tend to
substitute the media hype around societal issues with the actual measures
taken to curtail CSI. Due to the institutional and cultural distance
between the MNE’s main markets and stakeholders (Campbell et al.
2012) (which tend to be the US or other developed Western markets)
and those harmed by CSI in the different host markets, social regulation
triggered by the media alone is unlikely to lead to CSI practices becoming
reduced (see the study by Surdu and Nardella 2020). In fact, we are yet
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to see significant, large-scale evidence that either the global reputation or
performance of MNEs associated with irresponsible practices in host
markets has been impacted by CSI disclosure of those practices (also
illustrated by the example of Boohoo earlier, whereby only CSI in the
home market was shown to have an impact on the company’s perfor-
mance). Without appropriate measures taken by home but also host mar-
ket policymakers, there is little incentive for lead MNEs to invest time,
managerial capabilities, and financial resources in upgrading the working
conditions of factory workers and improving labor standards. This could
be achieved with better control over key suppliers who are responsible for
curtailing irresponsible practices in the global value chains—but again,
control and coordination of these partners come at a cost.

Importantly, there are examples where MNEs, through socially respon-
sible initiatives, have been able to increase their reputation and legitimacy
following crises and disruptions. During times of crisis, some firms may,
indeed, benefit from having positive reputations, but at the same time,
crises and disruptions could be an opportunity to build reputation and
legitimacy by increasing involvement in societal issues. A study by
Mithani (2017) showed that philanthropy can mitigate the liability of
foreignness that many firms experience when entering international mar-
kets, in the aftermath of crises such as natural disasters; the social restruc-
turing that comes with these natural disasters may provide MNEs with
opportunities to establish strong local ties and gain acceptance by con-
tributing to recovery efforts. This indicates that major crises and disrup-
tions can frame or reframe social perceptions of firms, in their home as
well as host markets (e.g., Baron 2013; Mithani 2017). CSR activities
offer opportunities for firms to build legitimacy with relevant market
players and institutions, increase trust in their operations, and reduce the
tendency of stakeholders to view the firm as distant from society and
merely profit driven.
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4.5 Conclusions

What are the outcomes of corporate social irresponsibility? And why is
this question a “grand challenge” of international business and manage-
ment research? CSI research has, for many years, taken for granted that
socially irresponsible behavior results in reputational penalties and per-
formance decline for firms associated with it. However, this chapter dis-
cussed why some firm characteristics, such as a firm’s prior reputation,
may buffer against negative CSI outcomes. In this way, we showed that
CSI outcomes are much more complex and nuanced, and in some cases,
they do not occur, as irresponsible behavior remains unpenalized. The
discrepancy between theory and practice is also reflected in the context of
multinational firms, as their irresponsible behavior in host markets
appears to rarely impact home market reputation or performance. In
times of crises and disruptions, stakeholders become more aware of, and
actively interested in, societal issues, but again, it is important to avoid
substituting stakeholder interest with actual negative CSI outcomes for
the firm accused. We discuss the managerial implications and role of pol-
icy in managing and curtailing corporate social irresponsibility.

References

Bae, J., Choi, W., & Lim, ]. (2020). Corporate social responsibility: An umbrella
or a puddle on a rainy day? Evidence surrounding corporate financial mis-
conduct. European Financial Management, 26(1), 77-117.

Baron, D. P. (2013). Business and its environment. Boston: Pearson Education.

BBC. (2020). Apple and Nike urged to cut “China Uighur ties”. Retrieved from
hteps://www.bbc.co.uk/news/business-53481253.

Brammer, S. J., & Pavelin, S. (2005). Corporate reputation and an insurance
motivation for corporate social investment. Zhe Journal of Corporate
Citizenship, 20(Winter), 39-51.

Brammer, S., Branicki, L., Linnenluecke, M., & Smith, T. (2019). Grand chal-
lenges in management research: Attributes, achievements, and advancement.

Australian Journal of Management, 44(4), 517-533.


https://www.bbc.co.uk/news/business-53481253

70 I. Surdu and G. Nardella

Breitinger, D., & Bonardi, J.-P. (2019). Firms, breach of norms, and reputation
damage. Business & Society, 58(6), 1143-1176.

Buckley, P. (2009). Internalisation thinking: From the multinational enterprise
to the global factory. International Business Review, 18(3), 224-235.

Buckley, I J., Doh, J. P, & Benischke, M. H. (2017). Towards a renaissance in
international business research? Big questions, grand challenges, and the
future of IB scholarship. Journal of International Business Studies, 48(9),
1045-1064.

Campbell, ]. T., Eden, L., & Miller, S. R. (2012). Multinationals and corporate
social responsibility in host countries: Does distance matter? Journal of
International Business Studies, 43(1), 84—106.

Coldwell, D. A. L., Joosub, T., & Papageorgiou, E. (2012). Responsible leader-
ship in organizational crises: An analysis of the effects of public perceptions
of selected SA business organizations reputations. Journal of Business Ethics,
109, 133-144.

Coombs, W. T. (2004). Impact of past crises on current crisis communications:
Insights from situational crisis communication theory. Journal of Business
Communication, 41(3), 265-289.

Coombs, T. W., & Holladay, S. J. (2009). Further explorations of post-crisis
communication: Effects of media and response strategies on perceptions and
intentions. Public Relations Review, 35(1), 1-6.

Crane, A, Palazzo, G., Spence, L. J., & Matten, D. (2014). Contesting the value
of “creating shared value”. California Management Review, 56(2), 130-153.

Engelen, P J. (2010). What is the reputational cost of a dishonest CEO?
Evidence from US illegal insider trading. CESifo Economic Studies,
58(3), 1-24.

Ertimur, Y., Ferri, E, & Maber, D. A. (2012). Reputation penalties for poor
monitoring of executive pay: Evidence from option backdating. journal of
Financial Economics, 104(1), 118—144.

Fennis, B. M., & Strocbe, W. (2014). Softening the blow: Company self-
disclosure of negative information lessens damaging effects on consumer
judgment and decision making. Journal of Business Ethics, 120(1), 109-120.

Fombrun, C. J. (1996). Reputation: Realizing value from the corporate image.
Cambridge, MA: Harvard Business School Press.

Fombrun, C., & Shanley, M. (1990). What’s in a name? Reputation build-
ing and corporate strategy. The Academy of Management Journal,
33(2), 233-258.



4 What Are the Outcomes of Corporate Social Irresponsibility... 71

Forbes. (2020). Bangladesh threatens to ban these UK brands, escalating battle
to get factories paid. Retrieved from https://www.forbes.com/sites/elizabethl-
cline/2020/05/27/bangladesh-threatens-to-ban-these-uk-brands-
escalating-battle-to-get-factories-paid/#184d967015c4.

Gillet, R., Hiibner, G., & Plunus, S. (2010). Operational risk and reputation in
the financial industry. Journal of Banking & Finance, 34(1), 224-235.

Highhouse, S., Brooks, M. E., & Gregarus, G. (2009). An organizational
impression management perspective on the formation of corporate reputa-
tions. Journal of Management, 35(6), 1481-1493.

Jackson, G., Brammer, S., Karpoff, J. M., Lange, D., Zavyalova, A., Harrington,
B., & Deephouse, D. L. (2014). Grey areas: irresponsible corporations and
reputational dynamics. Socio-Economic Review, 12(1), 153-218.

Janney, J. J. & Gove, S. (2011). Reputation and corporate social responsibility
aberrations, trends, and hypocrisy: Reactions to firm choices in the stock
option backdating scandal. Journal of Management Studies, 48, 1562—1585.

Jones, K. & Rubin, P. H. (2001). Effects of harmful environmental events on
reputations of firms. Advances in Financial Economics, 6, 161-182.

Juergensen, J., Guimén, J., & Narula, R. (2020). European SMEs amidst the
COVID-19 crisis: Assessing impact and policy responses. Economia e Politica
Industriale, 47(3), 499-510.

Karpoff, J. M., & Lott, J. R., Jr. (1993). The reputational penalty firms bear
from committing criminal fraud. Jjowrnal of Law and Economics,
36(2), 757-802.

Karpoff, J. M., Lott, J. R., Jr., & Wehrly, E. W. (2005). The reputational penal-
ties for environmental violations: Empirical evidence. journal of Law and
Economics, 48(2), 653—-675.

Karpoff, J. M., Lee, D. S., & Martin, G. S. (2008). The cost to firms of cooking
the books. Journal of Financial and Quantitative Analysis, 43(3), 581-611.
Ke, D., Ng, L., & Wang, Q. (2010). Home bias in foreign investment decisions.

Journal of International Business Studies, 41(6), 960-979.

Kim, S. (2014). What's worse in times of product-harm crisis? Negative
corporate ability or negative CSR reputation?. Journal of Business Ethics,
123,157-170.

Kim, K. H., Kim, M., & Qian, C. L. (2018). Effects of corporate social respon-
sibility on corporate financial performance: A competitive-action perspec-
tive. Journal of Management, 44(3), 1097-1118.

Klassen, R. D., & McLaughlin, C. P. (1996). The impact of environmental
management on firm performance. Management Science, 42(8), 1199-1214.


https://www.forbes.com/sites/elizabethlcline/2020/05/27/bangladesh-threatens-to-ban-these-uk-brands-escalating-battle-to-get-factories-paid/#184d967015c4
https://www.forbes.com/sites/elizabethlcline/2020/05/27/bangladesh-threatens-to-ban-these-uk-brands-escalating-battle-to-get-factories-paid/#184d967015c4
https://www.forbes.com/sites/elizabethlcline/2020/05/27/bangladesh-threatens-to-ban-these-uk-brands-escalating-battle-to-get-factories-paid/#184d967015c4

72 I. Surdu and G. Nardella

Ksélbel, J. E, Busch, T., & Jancso, L. M. (2017). How media coverage of corpo-
rate social irresponsibility increases financial risk. Strategic Management
Journal, 38(11), 2266-2284.

Lange, D., & Washburn, N. T. (2012). Understanding attributions of corporate
social irresponsibility. Academy of Management Review, 37(2), 300-326.

Lange, D., Lee, P. M., & Dai, Y. (2011). Organizational reputation: A review.
Journal of Management, 37(1), 153-184.

Lin-Hi, N., & Miiller, K. (2013). The CSR bottom line: Preventing corporate
social irresponsibility. Journal of Business Research, 66(10), 1928-1936.

Love, E. G., & Kraatz, M. S. (2009). Character, conformity, or the bottom line?
How and why downsizing affected corporate reputation. Academy of
Management Journal, 52(2), 314-335.

Maggioni, D., Santangelo, G. D., & Koymen-Ozer, S. (2019). MNEs’ location
strategies and labor standards: The role of operating and reputational consid-
erations across industries. Journal of International Business Studies,
50, 948-972.

McDonnell, M. H., & King, B. (2018). Keeping up appearances: Reputational
threat and impression management after social movement boycotts.
Administrative Science Quarterly, 58(3), 387-419.

Mellahi, K., Meyer, K., Narula, R., Surdu, L., & Verbeke, A. (2021). 7he Oxford
handbook of international business strategy. Oxford: Oxford University Press.

Mishina, Y., Block, E. S., & Mannor, M. J. (2012). The path dependence of
organizational reputation: How social judgment influences assessments of
capability and character. Strategic Management Journal, 33(5), 459-477.

Mithani, M. A. (2017). Liability of foreignness, natural disasters, and corporate
philanthropy. Journal of International Business Studies, 48, 941-963.

Nardella, G., & Brammer, S. (2021). Corporate social responsibility, irresponsi-
bility, and the multinational enterprise environment. In K. Mellahi, K. Meyer,
R. Narula, I. Surdu, & A. Verbeke (Eds.), The Oxford handbook of interna-
tional business strategy (pp. 401-420). Oxford University Press.

Nardella, G., Brammer, S., & Surdu, I. (2020). Shame on who? The effects of
corporate irresponsibility and social performance on organizational reputa-
tion. British Journal of Management, 31(1), 5-23.

Narula, R. (2019). Enforcing higher labor standards within developing country
value chains: Consequences for MNEs and informal actors in a dual econ-
omy. Journal of International Business Studlies, 50, 1622-1635.



4 What Are the Outcomes of Corporate Social Irresponsibility... 73

Narula, P. (2020). Policy opportunities and challenges from the COVID-19
pandemic for economies with large informal sectors. Journal of International
Business Policy, 3, 302-310.

Pfarrer, M. D., Pollock, T. G., & Rindova, V. P. (2010). A tale of two assets: The
effects of firm reputation and celebrity on earnings surprises and investors’
reactions. Academy of Management Journal, 53(5), 1131-1152.

Rabbiosi, L., & Santangelo, G. D. (2019). Host country corruption and the
organization of HQ-subsidiary relationships. Journal of International Business
Studies, 50(1), 111-124.

Raithel, S., Wilczynski, P, Schloderer, M. P, & Schwaiger, M. (2010). The
value-relevance of corporate reputation during the financial crisis. 7be Journal
of Product and Brand Management, 19(6), 389-400.

Ravasi, D., Rindova, V., Etter, M., & Cornelissen, J. (2018). The formation of
organizational reputation. Academy of Management Annals, 12(2), 574-599.

Rhee, M., & Haunschild, P. R. (2006). The liability of good reputation: A study
of product recalls in the U.S. automobile industry. Organisation Science,
17(1), 101-117.

Rugman, A. M., Verbeke, A., & Nguyen, Q. T. K. (2011). Fifty years of inter-
national business theory and beyond. Management International Review,
51(6), 755-786.

Surdu, I., & Nardella G. (2020). What happens abroad, stays abroad? Reputation
risks of MNE irresponsibility in home and host markets. Academy of
Management — Proceedings.  https://doi.org/10.5465/AMBPP2020.13213
abstract.

Sweetin, V. H., Knowles, L. L., Summey, J. H., & McQueen, K. S. (2013).
Willingness-to-punish the corporate brand for corporate social irresponsibil-
ity. Journal of Business Research, 66, 1822-1830.

Tech Times. (2017). Samsung shares hit new record high despite Galaxy Note 7
recall. Retrieved from https://www.techtimes.com/articles/191899/2017
0109/samsung-shares-hit-new-record-high-despite-galaxy-note-7-recall.htm.

The Conversation. (2020). Dark waters: What DuPont scandal can teach com-
panies about doing the right thing. Retrieved from https://theconversation.
com/dark-waters-what-dupont-scandal-can-teach-companies-about-
doing-the-right-thing-132480.

The Guardian. (2011). Life and death in Apple’s forbidden city. Retrieved from
https://www.theguardian.com/technology/2017/jun/18/foxconn-
life-death-forbidden-city-longhua-suicide-apple-iphone-brian-merchant-
one-device-extract.


https://doi.org/10.5465/AMBPP.2020.13213abstract
https://doi.org/10.5465/AMBPP.2020.13213abstract
https://www.techtimes.com/articles/191899/20170109/samsung-shares-hit-new-record-high-despite-galaxy-note-7-recall.htm
https://www.techtimes.com/articles/191899/20170109/samsung-shares-hit-new-record-high-despite-galaxy-note-7-recall.htm
https://theconversation.com/dark-waters-what-dupont-scandal-can-teach-companies-about-doing-the-right-thing-132480
https://theconversation.com/dark-waters-what-dupont-scandal-can-teach-companies-about-doing-the-right-thing-132480
https://theconversation.com/dark-waters-what-dupont-scandal-can-teach-companies-about-doing-the-right-thing-132480
https://www.theguardian.com/technology/2017/jun/18/foxconn-life-death-forbidden-city-longhua-suicide-apple-iphone-brian-merchant-one-device-extract
https://www.theguardian.com/technology/2017/jun/18/foxconn-life-death-forbidden-city-longhua-suicide-apple-iphone-brian-merchant-one-device-extract
https://www.theguardian.com/technology/2017/jun/18/foxconn-life-death-forbidden-city-longhua-suicide-apple-iphone-brian-merchant-one-device-extract

74 I. Surdu and G. Nardella

The Guardian. (2013). Primark sales rise 20% despite Bangladesh factory disas-
ter backlash. Retrieved from https://www.theguardian.com/business/2013/
jul/11/primark-sales-rise-despite-bangladesh-factory.

The Guardian. (2020a). Omission of air pollution from report on Covid-19 and
race “astonishing”. Retrieved from https://www.theguardian.com/environ-
ment/2020/jun/07/omission-of-air-pollution-from-report-on-covid-19-
and-race-astonishing.

The Guardian. (2020b). “Just get out of here”: How Leicester’s factories went to
war with Boohoo. Retrieved from https://www.theguardian.com/busi-
ness/2020/aug/28/boohoo-leicester-factories-went-to-war.

Wang, S. L., & Li, D. (2019). Responding to public disclosure of corporate
social irresponsibility in host countries: Information control and ownership
control. Journal of International Business Studies, 50, 1283-1309.

Wans, N. (2020). Corporate social responsibility and market-based conse-
quences of adverse corporate events: Evidence from restatement announce-
ments. Journal of Accounting, Auditing and Finance, 35(2), 231-262.

White, K., Hardisty, D. J., & Habib, R. (2019). Zhe elusive green customer.
Harvard Business Review.

Zyglidopoulos, S. (2001). The impact of accidents on firms’ reputation for social
performance. Business & Society, 40(4), 416-432.


https://www.theguardian.com/business/2013/jul/11/primark-sales-rise-despite-bangladesh-factory
https://www.theguardian.com/business/2013/jul/11/primark-sales-rise-despite-bangladesh-factory
https://www.theguardian.com/environment/2020/jun/07/omission-of-air-pollution-from-report-on-covid-19-and-race-astonishing
https://www.theguardian.com/environment/2020/jun/07/omission-of-air-pollution-from-report-on-covid-19-and-race-astonishing
https://www.theguardian.com/environment/2020/jun/07/omission-of-air-pollution-from-report-on-covid-19-and-race-astonishing
https://www.theguardian.com/business/2020/aug/28/boohoo-leicester-factories-went-to-war
https://www.theguardian.com/business/2020/aug/28/boohoo-leicester-factories-went-to-war

Part Il

CSR, SMEs and COVID-19



®

Check for
updates

5

Effects of the Coronavirus Pandemic
on Swedish Tourism Firms and their
Sustainability Values

Anna Sorensson, Maria Bogren, and Ulrich Schmudde

5.1 Introduction

The outbreak of the coronavirus (COVID-19) in late 2019 in Wuhan,
China, has changed the way a large amount of firms operate around the
world, with firms in the tourism industry being particularly hard hit. The
coronavirus pandemic has led to a societal crisis that has radically changed
conditions for Swedish businesses and their employees (the Swedish
Agency for Economic and Regional Growth 2020). The pandemic and its
consequences are described as the largest crisis ever experienced for tour-
ism globally and it has affected virtually the whole industry on a global
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scale (Farzanegan et al. 2020; Géssling et al. 2020; Hoque et al. 2020).
Within the space of only a few weeks in March/April of 2020, interna-
tional travel almost completely came to a halt, before slowly re-emerging
in a new, severely limited form in June 2020. During the northern sum-
mer, tourists travelled domestically and during the autumn, travel slowed
down again as fewer people had holidays and the spread of coronavirus
gained pace again.

Tourism was one of the fastest growing industries in Europe before the
pandemic struck and it has been a prioritised area for the European
Commission since the 1990s. The tourism sector is Europe’s largest
industry dominating over 60 per cent of all tourism activity in the world,
and further growth had been expected (EU 2020). Growth was steady as
the trend has been for people to travel more and more. The shock to the
tourism industry has been experienced as particularly dramatic as the
crisis came with almost no warning after many years of uninterrupted
global growth in a sector that generally has weak economic sustainability
(Cotterell et al. 2019). Since the emergence of the coronavirus pandemic,
tourism has been one of the industries most severely impacted by travel
restrictions and lockdowns, making the sector lose both customers and
revenues. Some parts of the tourism industry have been hit extra hard,
with travel agencies, airlines, bus firms, and cruise lines as well as the
events sector and gastronomy such as restaurants being clear examples.
During this crisis, some industries made strategic adjustments to create
“new” customer value and are therefore experiencing less problems.

In these times, tourism firms should be aware of sustainability dimen-
sions and how they can contribute to a higher value for customers
(Iniesta-Bonillo et al. 2016). Sustainability dimensions are often defined
as covering three areas, namely economic, social, and environmental sus-
tainability. Nowadays, the majority of Swedish tourism firms are aware of
these dimensions and some include them in their everyday work. Previous
studies have shown that European tourism firms have a tendency to focus
on only one of these dimensions at a time (Sérensson 2011; Sorensson
2014). Other studies have shown that firms often see sustainability as a
pyramid with economic sustainability as the base, social sustainability as
the next step, and environmental sustainability on the top (Sérensson
et al. 2019). There are also studies that show that different types of
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tourism firms seem to focus on different aspects (Sérensson and Jansson
2016). However, it is important to consider that previous studies have
been conducted prior to the global pandemic taking place. Here, the aim
is to discuss how Swedish tourism firms have been affected by the coro-
navirus pandemic, with a special focus on their sustainability values.

The structure of this article is as follows: Firstly, sustainability as a value
for tourism firms is discussed. Then the methodology for the study is
presented. After this, the context of tourism in Sweden and the coronavi-
rus outbreak is introduced. This is followed by the findings of the study
before the study’s conclusions are presented.

5.2 Sustainability as a Value
for Tourism Firms

Sustainability can be seen as a value for many tourism firms. The three
dimensions of sustainability (economic, social, and environmental) can
add value for customers in different ways. Previous research has shown
that sustainability is seen from different perspectives. Some argue that the
dimension has three pillars that are dependent on each other (Hall 2019).
Others discuss the complexity of the contraction between economic
growth and environmental protection. How can there be sustainability as
well as development (S6rensson 2011)? This seems particularly difficult
for firms during the COVID-19 crisis, since many tourism-related firms
need to increase their prices due to lockdowns and the financial chal-
lenges they have caused. This also means that firms need to deliver excel-
lent services and value in order to keep their customers and attract new
ones. For more than 15 years, the concept of value has been gaining
importance both in academia and among businesses (Vargo & Lusch,
2004) including businesses in the tourism industry. Value is defined in
different ways, for instance, as a mixture of the price and the quality of a
product (Aaker 2010). In this chapter, value is defined as making an
actor, such as the customer, better off (Grénroos 2017).

The pandemic has affected tourism businesses primarily by greatly
reducing demand for the services they offer. The survival and growth of
tourism firms depend on satisfied tourists that are offered unique values
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and memorable experiences. Tourists’ expectations are constantly chang-
ing and tourist firms must find ways to anticipate and respond to these
expectations (Chathoth et al., 2013). Hotels are regarded, for instance, as
critical to the customer experience and valuable insights can be made by
applying this new emerging conceptual framework, Service-dominant
logic (S-D logic), to the tourism industry (Fitzpatrick et al., 2013). In
S-D logic, the co-creation of tourist experiences involves experiences cus-
tomised by the tourists and includes the sharing of experiences between
each other (Wang, Li & Li, 2013).

Since the pandemic started, sustainability has been discussed by gov-
ernments, organisations such as the WHO and the European Union, and
non-governmental organisations (The Swedish Agency for Economic and
Regional Growth 2020; WHO 2020). Economic sustainability has been
on the agenda for most tourism firms during the pandemic due to their
struggle to survive financially. It has also influenced social sustainability as
people are losing their jobs, yet have hope that tourism firms will get back
on their feet as soon as the pandemic is over. Tourism firms also influence
the social life of inhabitants of the destinations they work in since many
events they organise have been cancelled. Environmental value may also
be dropping in priority since tourism firms are choosing cheaper alterna-
tives that are less environmentally friendly such as not prioritising eco-
friendly food at restaurants, in order to survive. Tourism firms therefore
need to think about their business models to attract customers during the
pandemic. The sustainability pyramid (see Fig. 5.1) visualise that sustain-
ability can be seen as a pyramid with three layers of value.

The base of the pyramid is the economic dimension since all firms
need economic survival. They need a stable economic ground to stand
on. The next layer is the social dimension with a focus on both the staff
in the firm or organisation as well as the surrounding society. The top
layer is the environmental dimension. This layer is becoming more and
more important and many tourists request that tourism firms address
environmental issues. These three layers are different values of impor-
tance for both the tourism firms as well as their tourists. Whittington
et al. (2020) argue that if value should be seen as a business model for
tourism firms, there are three areas that cooperate: namely (1) value cre-
ation, (2) value configuration, and (3) value capture.
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Fig. 5.1 The sustainability pyramid. Source: Own work
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Fig. 5.2 Based on the sustainability pyramid. Source: Own work

It is to say that the value process starts from the so-called value propo-
sition, which is the concept of where products (including goods and ser-
vices) and experiences lead to value (Kotler and Armstrong 2010). Here
is the focus on the products in connection to the benefits and experi-
ences, which products create (value creation). Value configuration is the
ongoing process from the value proposition over the value creation until
the value capture. Thereby, the processes overlap each other continuously
(Whittington et al., 2020). These three linked parts in the value business
model presented in Fig. 5.2 will be discussed further in the sections below.
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5.3 Value Creation

Value creation can be seen as the value that firms create in the process of
buying by awakening customers’ recognition and commitment to
changes, which improves their ability to achieve their goals. Every inter-
change with a customer is important and should have value as the major
goal (Osterwalder et al. 2014). It is important to be aware of the fact that
services come and go, which means that they can be out of demand
tomorrow. For instance, if another competitor appears tomorrow, a firm’s
dominant position may be challenged. Due to the economic crisis trig-
gered by COVID-19, it is even more crucial for firms to have a positive
bond with their customers, as they are particularly dependent on them.
On the other hand, being customer-centric, suppliers need to put a lot of
effort into the customer buying and implementation process, which leads
to maximisation in value creation (Eletxigerra et al. 2018). Since mone-
tary maximisation is not sustainable (Mori and Yamashita 2015), it is
important to focus on sustainability when capturing values as a firm. This
already leads to the complexity of value co-creation.

Value co-creation (VCC) is a newer way of moving as a firm from the
one-way-stage “we must teach the customer to buy our product” to the
two-way-stage “we must include the customer in our product develop-
ment process before selling the product” (Lacoste 2016). The study con-
ducted by Beritelli et al. (2014) emphasises that one should consider not
focusing on all actors, but rather on the ones who commonly contribute
to long-term development. Nevertheless, to create value it is important to
think and act outside the box. This means that actors have to work
together across industries (Brown et al. 2013; Gulati et al. 2006). Payne
et al. (2008, p. 88) argue: “Co-creation opportunities are strategic options
for creating value. The types of opportunity available to a supplier are largely
contingent on the nature of their industry, their customer offerings and their
customer base. While customer research and innovation within the supplying
organization should drive opportunity analysis, we suggest that suppliers con-
sider at least three significant types of value co-creation opportunity”; oppor-
tunities provided by technological breakthroughs, opportunities provided
by changes in industry logics, and opportunities provided by changes in
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customer preferences. For tourism firms, it is necessary to adjust and find
new opportunities during this pandemic since business logic is changed
by government decisions and regulations as well as customers’ new behav-
iour. Often, people build relationships with brands in similar ways they
build other social relationships. Through these relationships, people
develop strong emotional attachments to brands, which are reflected in
behaviour that is favourable from tourist firms’ perspectives such as com-
mitment or support (Kim et al. 2014).

5.4 Value Configuration

The value configuration of tourism firms outlines the entire set of inter-
dependent activities to profitably deliver value and create a competitive
advantage (Fjeldstad and Ketels 2006). More simply said, value configu-
ration is the question “what does a firm concretely offer to its customers?”
Thereby, it is necessary that tourism firms ask “how do we operate and
deliver?”, which leads us at the same time to value proposition in the
context of collaboration with other firms and whether the firms outline it
due to its key competencies. In general, value proposition is the concept
where products (including goods and services) and experiences lead via
the value process to value outcome (Vargo & Lusch, 2004; Kotler and
Armstrong 2010). This also might apply to and include individuals,
places, ideas, and non-profit organisations. In this article, it means that
more attention is directed to the product or service itself in connection to
benefits and experiences, which the product creates (value co-creation).
As a result of the “what” and “how” question, the process leads further to
value capture.

5.5 Value Capture

The concept of value capture is found in many discussions and theories
about management and organisational issues (Lepak et al. 2007). It is the
process in which value capture results are based on value creation and the
idea that value comes from resources (Lepak et al. 2007; Bowman and
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Ambrosini 2000). Then once again: What is value creation? The concept
can be explained by various processes in which the purpose is to create
value for stakeholders. Lepak et al. (2007) believe that depending on the
theory applied, some stakeholders have more or less to gain from value
creation.

Value capture is the phenomenon that describes the benefits of value
creation, as a final step in the process. Nationally, in different countries
and societies, there are mechanisms that provide value (where it is not
lost later), through competitiveness. It can be, for example, through
unique resources to natural raw materials and resources, through strong
demand patterns, and through characteristic industries in the country
that can be seen as advantages over other countries, in this case the treat-
ment against the pandemic in other countries with strong lockdowns
compared with Sweden with no lockdown. Countries with these assets
more often tend to be unique, which means that they have succeeded to
a greater extent in creating and retaining their value. Depending on the
source of value creation, as well as the degree of competitiveness and iso-
lating mechanisms that exist, the process will create a varying amount of
value (Lepak et al. 2007). Bowman and Ambrosini (2000) address an
important difference between “creating value” and “capturing value”™—
“resources may be capable of producing profits, but if the resource owner,
not the firm, is able to capture this exchange value, firm profitability will
suffer” (ibid., p. 8).

In value capture, two major directions need to be differentiated: pro-
profit firms (e.g. Hart 1989), where focus is on reducing the cost of short-
term contracts in the marketplace for the sake of value capture or
appropriation is the ultimate goal (Agafonow 2015; James et al. 2013);
and a second and newer direction is the anti-profit firm or a firm that
delivers back benefits and services to the locals and/or society
(Bhattacharjee et al. 2017). For these firms, monetary maximisation is
not the first priority; rather it is a loyal customer who will give positive
word-of-mouth (Aaker 2010). In pandemic times, it is crucial to realise
that a loyal customer contributes to a positive long-term relationship and
this is mirrored by value capture, which also increases the monetary part,
but focus is on achieving customers’ needs and wants in the long run
(Osterwalder et al. 2015; Wohlfart 2002). Management science is
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instrumental for combining into a single unit of production those trans-
actions that would reduce or prevent profitability if carried out on the
open market. That is it attempts to harness the process of value creation
for the sake of value capture, on behalf of the residual claimant of profits
(e.g. Alvarez and Barney 2004; Jacobides et al. 2006; King and Slotegraaf
2011; Mizik and Jacobson 2003; Santos 2012; Wagner et al. 2010).
Before value capture takes place, value must be created, which requires
complex forecasting of future demand and the investment of capital to
fuel a production process that results in outputs (Agafonow 2015; James
etal. 2013). Nevertheless, these outputs must pass the test of marketabil-
ity before rendering any profit (ibid.). With COVID-19, such market-
ability is impossible to predict, especially when it comes to the
tourism-related industry, where various customers are staying away.

5.6 Tourism in Sweden
and the Coronavirus Pandemic

Tourism in Sweden had a turnover of SEK 337 billion in 2018, up by 6
per cent from 2017. The value added to Sweden’s GDP was SEK 108 bil-
lion, which corresponds to 2.6 per cent of Sweden’s total GDP. Tourism
is growing at the same pace as the Swedish economy at large, but has
shown a stronger development over time in terms of exports and employ-
ment (The Swedish Agency for Economic and Regional Growth 2020).
Swedish visitors’ consumption amounted to SEK 193 billion, which cor-
responds to an increase of 5 per cent on the previous year, while the
consumption of foreign visitors increased by 8 per cent to a total of SEK
144 billion. Foreign visitors accounted for 43 per cent of tourists’ total
consumption expenditure of SEK 337 billion. This share has gradually
risen since 2000, when the proportion was 27 per cent. Tourism is nowa-
days an industry of great importance for Sweden.

As tourism is an important industry for Sweden, as well as for many
countries around the globe, the pandemic in 2020 will have had effects.
The virus was confirmed to have reached Sweden on January 31, 2020,
when a woman returning from Wuhan, China, tested positive for the
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COVID-19 virus. By February 26, following outbreaks in Italy and Iran,
multiple travel-related clusters had appeared in Sweden (primarily in
Stockholm). Community transmission was confirmed on March 9 in the
Stockholm region. Since then, individuals in every county have tested
positive for COVID-19. The first death in Sweden was reported on
March 11 in Stockholm and was a case of community transmission. By
December 2020, more than 7000 people had died from coronavirus in
Sweden. Deaths caused by the coronavirus in Sweden are among the
highest in the world per capita of population. Sweden has employed a
strategy to minimise the impact of the virus that differs from the majority
of countries, as it does not involve lockdowns. The Public Health Agency
of Sweden is responsible for national public health issues and works to
ensure a high standard of public health (Folkhilsomyndigheten 2020a).
The Public Health Agency of Sweden has strongly promoted three things
as being of primary importance—hand washing, staying home if sick,
and practising social distancing from other people (two metres).

In addition to these recommendations, people over 70 and people
with underlying health conditions should avoid all unnecessary contact
with other people. Furthermore, people who can work from home are
recommended to do so and people are recommended not to use public
transportation. During the spring of 2020, the government closed all
universities and upper secondary schools in Sweden and students engaged
in distance learning. The argument behind this was that these students
were old enough to manage distance studies and it would prevent stu-
dents from travelling around the country. On March 14, the Swedish
government decided that any unnecessary travel would be banned.
Unnecessary travel included visitor and tourist travel, but the Ministry of
Foreign Affairs fought for important business travel, which was not
banned. “Due to the widespread spread of the new coronavirus and the
rapidly changing and uncertain situation that prevails for travelers, the
Ministry of Foreign Affairs advises against unnecessary travel to all coun-
tries. In countries or areas where the Ministry of Foreign Affairs already
advises against travel, these decisions apply,” the Minister of Foreign
Affairs wrote in a press release. This travel ban was updated numerous
times during the summer and the list of countries it applies to is con-
stantly changing.
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Sweden’s strategy to keep large parts of society open is widely backed by the
public. It has been devised by scientists and backed by government, and yet
not all the country’s virologists are convinced. There is no lockdown here.
Photos have been shared around the world of bars with crammed outdoor
seating and long queues for waterfront ice cream kiosks, and yet it is a
myth that life here goes on “as normal”. On the face of it little has shut
down. But data suggests the vast majority of the population have taken to
voluntary social distancing, which is the crux of Sweden’s strategy to slow
the spread of the virus. Usage of public transport has dropped significantly,
large numbers are working from home, and most refrained from travelling
over the Easter weekend. The government has also banned gatherings of
more than 50 people and visits to elderly care homes. Around nine in ten
Swedes say they keep at least a metre away from people at least some of the
time, up from seven in ten a month ago, according to a major survey by

polling firm Novus. (BBC 2020)

The Swedish government has, on the advice of the Swedish Public Health
Agency, decided to ban public events and public gatherings with more
than 50 participants and later on with more than 8 participants. These
include demonstrations, lectures, theatre performances, sports competi-
tions, dance performances, markets, and fairs (Folkhilsomyndigheten
2020b). During the spring of 2020, Swedes were told not to travel more
than two hours from their homes (to stay close to their local hospital).
This regulation was lifted in the early summer of 2020.

Due to Sweden’s unique strategy to combat the coronavirus, Swedes
have been banned from travelling to other countries, and inhabitants of
these countries are not allowed to travel to Sweden without spending
14 days in quarantine upon their return. For some parts of Sweden this
ban on foreign travellers has had a huge effect on tourism. The munici-
pality of Are has the highest proportion of employees in the tourism sec-
tor in Sweden at around 20 per cent and is known for having Northern
Europe’s largest ski resort. Other highly impacted municipalities are
Stromstad with 10 per cent and Borgholm (on the island of Oland) with
9 per cent (Travelnews, 2020) of employees in the tourism sector.
Stromstad, like Are, is located close to the Norwegian border and is highly
dependent on Norwegian visitors coming to Sweden to shop.
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5.7 Methodology

This study was designed with a qualitative and interpretative approach.
Data were collected during the period of June—August 2020 from 100
tourism firms in Sweden. The selection process was based on a strategic
selection targeting different types of tourism firms in Sweden. Awareness
of the struggle of certain segments within the tourism sector caused by
restrictions led to them being selected. The research process followed cer-
tain steps. Firstly, the database www.allabolag.se was used. This website
lists every limited firm in Sweden. It enables the selection of firms based
on different criteria. The selection of firms was focused on three tourism
segments: (1) Accommodation and Restaurants (AR),' (2) Culture and
Entertainment (CE),? and (3) Travel agencies (TA).? The selected firms
were categorised according to staff headcount. Small and medium-sized
enterprises (SMEs) are defined by The European Commission (2020)
based on staff headcount and turnover or balance sheet total (see
Table 5.1):

SMEs represent 99 per cent of all businesses in the EU (European
Commission 2020). Table 5.2 shows the tourism firms included in this
study, divided into three different groups.

The mean turnover and employee figures for the different groups were
the following: AR was SEK 79.6 million turnover and 69 employees, CE
SEK 331 million turnover and 209.3 employees, and TA SEK 1.6748
billion turnover and 103.5 employees.

Table 5.1 Definitions of small and medium-sized enterprises (SMEs)

Firm category Staff headcount Turnover (or) Balance sheet total
Medium-sized < 250 <€50m <€43 m

Small <50 <€10m <€10m

Micro <10 =€2m =€2m

Source: Own creation

! Bransch: Hotell & Restaurang
?Bransch: Kultur, Néje & Fritid
?Bransch: Resebyrd & Turism


http://www.allabolag.se

5 Effects of the Coronavirus Pandemic on Swedish Tourism... 89

Table 5.2 The studied tourism firms based on size

Number of Number of Number of
AR (based CE (based TA (based

Firm Staff staff staff staff
category headcount Turnover headcount) headcount) headcount)
Medium- < 250 <€50m 22 8 6
sized
Small <50 <€10m 17 1 1
Micro <10 <€2m 29
Total 68 17 15
number
of studied
firms from
each
group

Source: Own work

Table 5.3 Selection for the studied cases

Total number Number of firms Number of
limited firms in based on our firms in the
Sweden selection criteria study

AR 36,740 15,407 88% 68%

CE 7671 1042 6% 17%

TA 3832 1088 6% 15%

17,537 100% N=100
100%

Source: Own work

The number of tourism firms in each sector in the study is approxi-
mately representative of the number of firms in each sector in Sweden;
see Table 5.3:

Data for these firms were collected from the firms’ annual reports
through the website www.allabolag.se. Data were also collected through
the firms” websites, social media, and Swedish television and newspaper
articles. The results were categorised into the three different groups
(Accommodation and Restaurants; Culture and Entertainment; and
Travel Agency) and related to the themes of sustainability and value. The
analysis is based on an interpretative approach.
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5.8 Findings

The tourism firms included in the study have been hit hard financially by
the pandemic and their economic sustainably value has been severally
affected. During a pandemic, it becomes clear that economic sustainabil-
ity becomes the top priority as firms struggle to survive. Regardless of
type of tourism firm, the vast majority have struggled due to a major
decrease in revenue. It has clearly been shown that the tourism industry
does not have the financial sustainability required to cope with longer
periods of no or greatly reduced income, and that the majority of firms
do not have the buffer required to survive for longer than a short period
without income. Tourism firms that are dependent on international tour-
ists have been highly economically impacted by the coronavirus pan-
demic. For instance, AR40 has laid off all staff due to no events and no
tourists visiting from Norway (SVT 2020f). Many countries have
endured lockdowns but Sweden has avoided these; however, Sweden has
had among the highest number of people per capita infected in the world.
This has resulted in Sweden being seen as a country with a high rate of
infection of the virus resulting in foreign tourists avoiding travelling to
Sweden for summer holidays this year. In particular this can be clearly
seen among Norwegian tourists who often visit Sweden to shop for prod-
ucts that have lower prices due to Sweden’s tax system. This is also seen in
restaurants such as AR14 and AR15 that usually have a high number of
Norwegian tourists visiting them. The Norwegian government had ini-
tially forbidden Norwegians from travelling to Sweden but in the late
summer of 2020 they allowed visits to some parts of Sweden, while visit-
ing other parts resulted in mandatory self-isolation at home for ten days
on their return. Since September 2020, the border has been closed to
Sweden. The results of the study clearly show that economic sustainabil-
ity is the foundation for these firms.

This loss of income leads to firms being forced to make employees
redundant in order to survive. This means that the social sustainability
value regarding the working environment is influenced and degraded. In
the same way, tourism firms must use their resources carefully which
means that environmental values decrease in priority. Some tourist firms
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think that the long-term effect of the pandemic could lead to a larger
environmental concern. “Will this create a new pattern of behaviour among
business travelers who do not want to fly domestically or take high-speed trains
when they get used to video meetings. We run video-conferences like many
firms are doing right now. This week we have had training for all destination
managers, 40 people in a video meeting using Microsoft Teams, it worked
really well. As people get used to this, it could negatively affect the entire travel
industry in the long run” (Travelnews 2020c). This change in behaviour
may lead to increased environmental concern and the possibility that
environmental gains will exceed the advantages of travelling for business
purposes.

Furthermore, below are the results from the three studied groups in
the tourism industry: first, Accommodation and Restaurants, then
Culture and Entertainment, and finally Travel Agencies.

5.8.1 Accommodation and Restaurants

The hotel and restaurant industry stands out as being particularly hard
hit by the pandemic, with half of the firms in this category having lost
more than 75 per cent of their revenue (The Swedish Agency for Economic
and Regional Growth 2020). A total of 78 per cent of firms in the hotel
and restaurant sector state that there is a risk of being forced to shut their
doors. The corresponding figure in the service sector as a whole is 40 per
cent. The hotel and conference industry has been the first part of the
Swedish business community to be hard hit by the effects of the corona-
virus pandemic. Comprehensive notice has already arrived in the hotel
industry (Visita, 2020) with many hotels and restaurants now empty.
Conferences have been cancelled along with concerts and other large
events. The effects of this will be noticeable for a long time to come
(Travelnews 2020b). The government limit of 50 people at gatherings has
greatly influenced many tourism firms. The majority of events have been
cancelled, which has influenced the firms participating in this study as
people attending events often stay at accommodation providers and eat
in restaurants in the area they were visiting for the event.
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ARG5’s CEO does not deny that the coronavirus pandemic has made
the situation very difficult for the hotel industry. Reducing the price of
long-term housing is a way for hotels to earn income in order to retain
their staff and survive this. For the entire industry, this is a huge chal-
lenge. It is important to adopt strategic change quickly and find new
customers and opportunities (SVT 2020a). One example of strategic
change is hotels offering staycations (AR, 92).

The hotel industry has been hit hard by the current pandemic.
Travelling and, as a result, overnight stays have also fallen sharply. A hotel
chain has chosen to close down their hotels in the region of Visternorrland
(ARG66-67). Heavy reductions in bookings and many cancellations due to
the spread of COVID-19 are stated to be the reason. “We have, like many
others in our industry, unfortunately experienced an extreme fall in revenue
during the last period due to the virus. We see that the support measures you
can get are not enough and may be too late (Swedish Director for the chain
ARGG6-ARG7).” The closure is considered necessary in order to save money
that will help save the hotels in the long term. The affected hotels have 10
and 20 employees respectively and all employees have been notified of
their redundancy. According to Swedish regulations, there is no other
option other than to dismiss the staff. There will also be a loss of social
sustainability since the hotels will lose a lot of experienced employees,
and there is no guarantee that they will be available for rehiring if the
hotels can open again after the pandemic (SVT 2020b).

There are no figures available yet on how the pandemic will ultimately
affect the hotel industry. Some think that it will take a long time to get
back on track as people are expected to avoid travelling until a vaccine is
available. In April 2020, the number of guest nights in commercial
accommodation in Sweden decreased by 69 per cent compared with the
equivalent month in 2019. The share of foreign guest nights was down to
13 per cent, which was a decrease of 82 per cent from 2019, while Swedish
guest nights lost 65 per cent during the month. Guest nights in Asia and
North America plunged, with some markets ending up near zero (The
Swedish Agency for Economic and Regional Growth 2020).

Another part of this group is commercial holiday parks that offer
accommodation. Many camping sites in Sweden have had more Swedish
tourists than previous years but less international tourists from Norway,
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Germany, and Denmark, for example. The travel and hotel industries
have suffered terrible losses since the pandemic started, but the number
of bookings at holiday parks in Sweden has increased. “We are seeing an
increased number of Swedish travellers and firms (ARG68).” The
Coronavirus outbreak has benefited camping chains as they have seen a
25 per cent increase on normal capacity. One example is guests who have
moved from hotels to holiday parks as they feel safer. Holiday park cabins
have their own entrance and it is easier to practise social distancing since
you have your own toilet and kitchen and there is no interaction with
other guests (SVT 2020d).

Another adjustment that many accommodation firms have introduced
is free cancellation before arrival policies. Firms have recognised that dur-
ing these times, it is important for guests to feel secure with their book-
ings and that they have as much flexibility as possible. Another strategic
decision has been to offer long-term monthly stays at hotels (AR, 66).

Restaurants have suffered from the same problems as hotels with a
huge reduction in guest numbers. Some municipalities offered their
school students studying from home the opportunity to pick up a take-
away lunch from different restaurants in their neighbourhoods. This was
a way for the municipalities to support students with a nutritious lunch
that will certainly help when studying from home, while also supporting
local restaurants, which risk losing large revenues due to the pandemic.
Students have a personal QR code sent to their private mobile phone that
can then be scanned at the restaurant when they pick up a lunch box
(SVT 2020¢).

Some food stores have started collaborations with restaurants during
the pandemic. Instead of having their own salad bars, restaurants in the
city have been selling their salads as takeaways. This is an example of
social value being of importance. The food store does not make any earn-
ings but the value is that customers see a social value of collaboration and
support for other businesses in need (e.g. loss of all their customers). The
coronavirus crisis has had major financial consequences on the restaurant
industry. Restaurants are empty as more and more people choose to stay
at home, so many of them now offer take-away options. On Facebook,
local residents show their commitment by creating start-up groups with
the aim of supporting local restaurants, cafes, and shops. Another
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adjustment that many restaurants have started with since the start of the
pandemic is home delivery services. Many restaurants did not offer home
delivery before the pandemic, but now customers can order their food to
be delivered to their doorstep. This is adding value for customers who
should not leave their homes but who still can get food and support local
restaurants. “‘The commitment shown by our customers is enormous,
many have changed their consumption habits and collect food now
instead of eating out” (ARS).

5.8.2 Culture and Entertainment

Different tourism firms have experienced different problems as a result of
the pandemic. Some of them are winter destinations while others are
summer destinations, which influences how they have been affected. Ski
resorts in Sweden closed for the season on Sunday April 5, 2020 (CE16),
after being advised by the Public Health Authority to close due to the risk
of overload in the health care system in the regions concerned. The deci-
sion meant that firms did not have any guests in their accommodation
after the ski lifts closed (Skistar 2020). Skistar, which owns several large
ski resorts, had no plans to close their ski resorts in the mountains. It was
only after a conversation with the Director General of Public Health
Johan Carlson that the firm heeded the “advice” to close its Swedish facil-
ities, in an attempt to encourage people to stay home during the Easter
break. “7he fewer people who move out of the cities, the less the risk of infec-
tion spreading,” says the Director General of Public Health (Expressen
2020) (https://www.expressen.se/dinapengar/konsument/ kritikstorm-
men-skistar-haller-oppet-in-i-det-sista/). This decision placed the major
tourism firms in controversy. The local community did not want tourists
coming since many of them would be travelling from larger cities situated
many hours away. Social sustainability had an impact on the firm and
divided the inhabitants for and against a closure of the ski resorts. This
affected the social sustainability value of tourism firms.

Another example is amusement parks in Sweden. Due to the regula-
tion of a maximum of 50 people being allowed to gather in one place,
they are unable to open, as the economic sustainability of opening is not
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economically viable. This means that these parks have been closed for the
entire summer season (CE 9, 11, 13, 14). Zoos in Sweden are not covered
by the regulations for public gatherings and public events with the limit
of 50 people and have focused on being responsible when being allowed
to be opened. Some parts of zoos have been closed such as roller coasters
and entertainment shows where people sit close together. Zoos have also
limited the amount of people allowed into the park to enable responsible
social distancing and have introduced new cleaning routines (CE17).

5.8.3 Travel Agencies

The Swedish Ministry for Foreign Affairs has advised against all non-
essential travel outside Sweden. As a result, a number of airlines have
temporarily suspended or reduced their number of flights to a large num-
ber of destinations (Swedavia 2020). During the summer, this has led to
an increase in domestic tourism, which has had consequences. At times,
there have been problems with car parking by major hiking trails due to
a large number of Swedish tourists. Since the government clearly com-
municated that you should not travel unnecessarily, a lot of trips have
been cancelled both in Sweden and internationally (TA4, TA8 and
TA14). In addition, people have been fearful of becoming infected with
the virus away from their home hospital.

In the early summer, the government changed travel recommenda-
tions from a maximum of two hours from home to unrestricted travel in
Sweden, claiming that travel itself is not a big problem as long as people
practise safe social distancing. Most of the travel agencies included in this
study work primarily with international travel, which has made this a
very difficult summer for them as the majority of international trips have
been cancelled (TA4, TA8 and TA14). A few of the included travel agen-
cies working with domestic travel have experienced increased revenues
due to Swedes spending their holidays in Sweden (TAl and TA9).
Swedish tourist numbers have increased while foreign tourist numbers
have decreased sharply.

The Swedish Agency for Economic and Regional Growth (2020) states
that on May 11, 2020, Swedavia announced that the number of
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passengers using state-owned firm airports had decreased by 98 per cent
in April 2020 when compared to April 2019. On April 14, IATA esti-
mated that passenger revenue globally is expected to decrease by 55 per
cent in 2020 compared with 2019, which corresponds to approximately
7.7 million jobs in the aviation industry. As a direct consequence, air-
ports and other aviation-related activities have been greatly impacted.
During this period, some airlines have filed for bankruptcy, while others
have been bailed out by government crisis packages and ownership con-
tributions. The travel ban has had a major positive effect on the environ-
mental sustainability due to the vast decrease in emissions.

5.9 Conclusions

This study is a snapshot of tourism firms during the early stages of an
ongoing pandemic. The results may look different when the pandemic
has progressed and again when it is over. The primary conclusion drawn
from this study is that it has been very hard to be a tourism firm during
the coronavirus pandemic, which is an unprecedented, ongoing situation
and we do not know how long it will last. It is interesting to see how
sustainability as a value has been affected by the pandemic.

One conclusion is that economic sustainability value has been the key
perspective for the studied cases, as their main focus has become eco-
nomic survival. Normally, many consider that the three sustainability
dimensions are equal. In this study, during a global pandemic, it has
become clear that the focus has shifted to economic survival and social
and environmental sustainability is being subordinated. Surviving finan-
cially becomes the basis for the tourism firms. The Swedish Agency for
Economic and Regional Growth (2020) raised the point that with drastic
declines in visitor numbers, there is a risk that destinations will move
away from their ambitious sustainability strategies and instead start to
invest in the simplest and cheapest possible way to attract guests. If this
happens on a large scale, it will be a severe blow to all the years and hard
work that have been invested into creating a more sustainable global
tourism industry. If tourism firms run out of economic resources, it will
affect their social sustainability value as people will lose their jobs. It will
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also affect their environmental sustainability as investments are repriori-
tised due to a lack of economic resources. This study’s results show that
tourism firms from different sectors have been affected differently by the
pandemic. Some firms have made strategic decisions and tried to add
value for their customers as well as attract new customers. Some firms
have focused primarily on their core businesses, while others have been
forced to adjust and find new business opportunities to create value for
their customers. Many restaurants have also changed their focus from in-
house dining to home deliveries. The results have shown that there has
been a shift in how sustainability values are seen by tourism firms. One
important conclusion is that firms with strong relationships with their
customers have benefited as loyal customers have supported them, for
example, by using their home delivery service.

This study has shown that tourism firms need to develop customised
values during the corona pandemic. The values that are created are not
the same as before the pandemic. Economic sustainability is a basic pre-
condition for surviving when tourists are not allowed to travel as normal.
Both tourist firms and tourists work together to capture values during the
pandemic, firms have to adapt to the current situation through value
configuration. It is not just making money but the long-term relation-
ships become a key value. Swedish tourism firms have been affected by
the pandemic and the conclusion is that the sustainability values are not
equal. During this pandemic, the economic values are of key importance
for the tourism firms to survive.
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Managing the COVID-19 Crisis. A Case
Study of Entrepreneurship and Social
Responsibility in Swedish SMEs

Besrat Tesfaye and Anders Lundstrom

6.1 Introduction

On March 11, 2020, the World Health Organization (WHO) declared
the coronavirus disease (COVID-19) a pandemic. The outbreak, which
originated in China, has spread rapidly across the world with devastating
effects on societies. Governments have adopted various measures, includ-
ing social distancing to mitigate its effects. Social distancing includes a
wide range of restrictions: for example, self-isolation, physical distance to
others, closing of schools, universities, community centers, prohibition
of mass gatherings, and travel restrictions. Lockdown measures have been
imposed in many countries.
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The economic, social, and psychological impact of COVID-19 and
the ensuing government response have had severe impact on global busi-
ness but not equally distributed. Allowing for the spectrum of measures
adopted by different governments, social distancing has a particularly
shattering effect on small businesses (Fairlie 2020; Brown and Rocha
2020; Belghitar et al. 2020). Nonetheless, the effects of this unprece-
dented and unique global crisis on businesses vary widely across nations,
regions, industries, and enterprises (Bapuji et al. 2020; Kraus et al. 2020).
Some industries are thriving while others are waning. The understanding
of and the responses to the COVID-19 crisis are also differential. Some
businesses perceive the crisis as a threat to their survival. Others see
opportunities for new solutions for their businesses and communities, for
creativity and innovation. We daily witness how some enterprises are
being pushed into liquidation and bankruptcy while others are struggling
to maintain operational continuity. Yet others are repurposing their
expertise and resources in order to meet a sudden upsurge in the demand
for their products and services or adjust to the expectations of their stake-
holders. In Sweden, for example, Absolut Vodka, Elite Hotels, and Essity
are among the many companies that are repurposing their resources to
deliver products and services to health care institutions such as hospitals
and pharmacies or provide temporary homes for self-isolation (SvD,
March 26, 2020). It is important to gain an understanding of the differ-
ent ways in which the crisis affects specific industries and enterprises in
order to make informed policy decisions.

In this context, more attention needs to be placed on entrepreneur-
ship. Entrepreneurs can play a key role in generating new ideas and solu-
tions to mitigate the impact of the pandemic and contribute to the efforts
of communities to survive and recover from the crisis (Haeffele et al.
2020). In particular, more focus needs to be placed on small and medium-
sized enterprises (SMEs), that is, businesses with less than 250 employ-
ees. SMEs are a source of innovation and entrepreneurship, new jobs,
competitiveness, economic growth, and societal welfare in general
(OECD 2019; EU Commission 2018; Gray 2004). Moreover, in sheer
numbers, SMEs are the dominant form of enterprises and account for a
higher proportion of employment and production of goods and services.
According to the OECD (2019), SMEs constitute about 99 percent of all
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enterprises in the member countries and account for 50-60 percent of
the value added. More than 65 percent of the labor force are employed in
the SME sector. Furthermore, SMEs constitute a vehicle of innovation
and entrepreneurship and contribute to the identity and cohesion of the
communities in which they are embedded (OECD 2019). They play a
key role in community welfare by providing needed goods and services,
sustaining social networks, and in generating ideas and solutions to com-
munities (Haeffele et al. 2020). The role of SME:s as a source of entrepre-
neurship and economic growth, job generation, competitiveness, and
societal welfare in general is well acknowledged (EU Commission 2018).

Nevertheless, it is important to note that SMEs are highly heteroge-
neous, for example, in terms of entrepreneurial orientation, technology,
age, size, industry, economy, and location. Furthermore, the majority of
SME:s is very small. In Sweden, which is a member of the OECD for
example, 96 percent of all 1.2 million enterprises have less than 10
employees (Swedish Agency for Economic and Regional Growth, 2010).
A global pandemic can place many SMEs in a highly vulnerable position.
Consequently, there is a growing concern that SMEs may not be getting
the attention and support they desperately need (Belghitar et al. 2020).

Preliminary reports indicate that the concern for the situation of SMEs
during the pandemic is legitimate. In a study of the impact of COVID-19
on SME:s in the US reported in the middle of April 2020, about 40 per-
cent of the approximately 5000 enterprises in the sample had temporarily
closed due to the crisis. Active employment had been reduced by 39 per-
cent (Bartik et al. 2020; Cowling et al. 2020; Belghitar et al. 2020).
Although the study indicated that most business were highly financially
fragile, it indicated that the impact of the crisis varied widely across states,
regions, and industries. Likewise, in a survey of European SMEs, 40 per-
cent of the enterprises reported liquidity problems. Among those in the
most affected areas including hospitality, retail, and construction, the fig-
ure was 50 percent (SMEsUnited, 2020).

Business organizations may be exposed to various types of crisis caused
by internal or external events, such as the loss of key employees, conflicts,
neighborhood riots, and natural disasters, for example, earthquakes or
tsunamis (Doern 2016). However, the ongoing COVID-19 crisis is
unique in many respects (Bapuji et al. 2020; Kraus et al. 2020; Juergensen



106 B. Tesfaye and A. Lundstrom

et al. 2020; Kuckertz et al. 2020). The speed at which the pandemic is
spreading globally, the many ambiguities surrounding the disease itself
including its persistence, and its impact on the relationship between busi-
ness and society pose unique challenges to businesses, particularly SMEs.
The fact that the most natural practices of human interactions such as a
handshake become a significant risk (Bapuji et al. 2020) underscores the
unique challenges faced by SMEs, which are dependent on social interac-
tions and personal networks. Against the background of the socio-
economic importance, and the vulnerability of SMEs, it is important to
understand how SMEs manage crises in the context of a unique
COVID-19 pandemic.

How entrepreneurs perceive and respond to this crisis as it evolves is
likely to be highly heterogeneous. From a study of the early months of
onslaught of the COVID-19 pandemic, Wenzel et al. (2020) indicate
that SMEs respond to the crisis in one of four strategic ways: retrench-
ment, perseverance, innovation, and exit. The study does not elaborate
on the types of SMEs adopting the respective strategy or the output of
the strategic choices of SME managers. There is little research to provide
information about the perceptions, responses, outcomes, and expecta-
tions of SMEs during the crisis (Doern et al. 2019; Williams et al. 2017;
Doern 2016; Herbane 2010). The existing research is based on experi-
ences of crises that differ from the present crisis in almost all respects. In
particular, the global character, scope, and duration of the crisis pose
unique challenges to business and society: How smaller businesses are
experiencing the COVID-19 crisis, how they are impacted by the pan-
demic, how they are responding to the crisis, how they are participating
in the struggle to mitigate the impact of the crisis on society.

This study draws attention to this gap in research, for example: how do
managers of SMEs perceive the crisis> What are the major economic,
social, and psychological challenges faced by SMEs? How do the manag-
ers respond to these challenges? What practical measures (activities) do
the managers undertake? Does the crisis influence their views and involve-
ment in socially responsible activities? What are the short-term outcomes
of their responses and measures taken? By putting the spotlight on the
experiences, strategies, and managerial practices of Swedish SMEs” man-
agers to mitigate the economic and social challenges posed by the
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ongoing COVID-19 crisis, the study hopes to bring these burning issues
to the forefront. The study presented in this chapter focuses on only three
main issues: (i) How do entrepreneurs, that is, the owner-managers of
different SMEs, perceive the threat from the crisis? (ii) How do they
respond to these threats? (iii) What are the outcomes and implications of
their responses? The target group in the study is entrepreneurial SMEs,
which refers to businesses that are in the startup phase and those that are
pursuing new business opportunities in the wake of the pandemic. The
aim is to gain some insight into SME managers’ experiences of the
COVID-19 crisis and identify the strategies and practices they employ in
response to the challenges faced by their businesses and communities.

The remaining parts of the chapter are organized as follows. In the next
section, the theories and findings of prior research are summarized. Then,
the research strategy and data collection techniques are described. This is
followed by a case study presentation and analysis. The findings of the
study are discussed and commented on in the concluding section.

6.2 Entrepreneurship and Social
Responsibility in SMEs in the Context
of Crisis

Entrepreneurship is conceptualized in various ways and approached from
different perspectives, for example, as an economic function, as an occu-
pation, and as a structural phenomenon. Entrepreneurship as an eco-
nomic function has been characterized in a multiplicity of ways, for
example, judgmental decision making under uncertainty (Knight 1921),
the introduction of an innovation (Schumpeter 1934), and alertness and
opportunity recognition (Kirzner 2009; Shane and Venkataraman 2000).
Entrepreneurship as an occupation is defined in terms of self-employ-
ment. Thus, the focus is on the attributes of self-employed individuals,
for example, those who own and operate their own businesses (Kihlstrom
and Laffont 1979). The structural approach relates entrepreneurship to
the entry of entrepreneurial firms defined as new and small firms. The
focus in this strand of research is on firm growth and industrial dynamics
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(Aldrich 1990; Acs and Audretsch 1990). Furthermore, entrepreneurship
in terms of new business creation is considered temporal, often extending
over a few years before and after startup (Lundstrom and Stevenson 2005;
Reynolds et al. 2001). Established companies do engage in entrepreneur-
ial activities, which in some cases result in new corporate ventures or in
strategic changes such as organizational rejuvenation and business model
renewal (Covin and Kuratko, 2010). Examples of entrepreneurship in
established businesses in line with this definition are found among the
cases presented.

In this study, entrepreneurship is perceived as the process of opportu-
nity recognition and exploitation (Shane and Venkataraman 2000). An
entrepreneur is defined as the owner/manager of a small business in a
startup phase or in the process of strategic renewal such as the pursuit of
new markets, the expansion or extension of existing business areas, or the
readjustment of the business model (Covin and Miles 1999).
Opportunities may be discovered, created, or imagined (Klein 2008).
Alvarez and Barney (2007) suggest that the opportunity discovery mode
is related to entrepreneurial responses to exogenous shocks (crises) which
involve assessing risks, crafting strategies, and procuring resources.

The response of SMEs may be related to strategies and managerial
practices concerned with challenges that are specific to the businesses
they operate, and/or those that relate to the communities in which they
are located. Small enterprises have a symbiotic relationship with the com-
munities in which they operate and they engage in socially responsible
activities (CSR). However, the practice of socially responsible activities
tends to be invisible. Lee et al. (2015) suggest that SMEs do not com-
municate their involvement in CSR. Others argue that CSR in the con-
text of SMEs differs from that of large firms whereas the theories are
based on the experiences of large firms (Spence and Rutherfoord 2003).

Therefore, extant theories may not be adequate in explaining CSR in
the context of SMEs (Perrini 2006; Jenkins 2006; Spence and Rutherfoord
2003). Jenkins (2000), for example, contends that SMEs tend to con-
sider socially responsible activities as an integral part of the way they
manage themselves rather than as external add-ons. Santos (2011)
reported that CSR in SMEs is informal and unstructured. SMEs" prac-
tices were also found to differ in that they prioritize CSR activities that
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are simple, cheap, visible, and commonly situated in the local communi-
ties in which they operate (Santos 2011). CSR activities may be aimed at
an audience that is external to the organization such as sponsorship or
target internal audiences, for example, the work environment (Hawn and
lIoannou 2016). Some CSR activities may be targeting both external and
internal audiences simultaneously. There is very little prior research on
CSR in SMEs during crises but some promising work on the experiences
of the COVID-19 crisis is emerging. Popovka et al. (2020) argue that the
transition of entrepreneurship to remote forms of activities, which implies
an online provision of goods and services, and the creation of remote
employment of workers is a clear manifestation of social responsibility.
This suggests that in the context of a crisis, boundaries dividing activities
that relate to entrepreneurship and those concerned with the practice of
social responsibility in SMEs are indistinct. The question is whether this
situation is applicable to crisis management in the context of SMEs in
general or specific to experiences from COVID-19.

6.3 Crisis Management and Entrepreneurship

The concept of crisis may refer to varying situations and phenomena such
as disasters, emergencies, different types of contingencies, and catastro-
phes. However, the definitions share some specific aspects of the phe-
nomena: crises are extreme, unexpected, unpredictable, challenging, and
require an urgent response (Doern et al. 2019; Herbane 2010; Pearson
and Clair 1998). Pearson and Clair (in Doern et al. 2019, p. 3), for
example, define crisis in an organizational context as “a low-probability,
high-impact situation that is perceived by critical stakeholders to threaten
the viability of the organization”. Others argue that even mundane events
can culminate into a crisis and propose a process-based definition that
captures the dynamic which is lacking in Pearson and Clair (Williams
etal. 2017). A crisis has been categorized from its magnitude as major or
minor, its location as internal or external, and its nature as techno-
economic or people centric, which can relate to individuals, organiza-
tions, or communities (Mitroff and Shrivastava 1988). An example of a
techno-economic crisis can be an industrial accident while a
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people-centric crisis may be caused by a disease such as the coronavirus.
Research tends to be more focused on the impact of economically ori-
ented major, external crises, and natural disasters (Williams and Vorley
2014; Smallbone et al. 2012; Monllor and Murphy 2017; Grube and
Storr 2018). The effect of crises induced by people has received less atten-
tion (Doern et al. 2019; Doern 2016). Yet people-centric crises with a
severe impact on social life and the economy are becoming more frequent
and global. The AIDS pandemic from 1981 that has caused more than
250 million deaths, the AVIAN flu from 2009, and the most current
COVID-19 are examples of ongoing people-centric crises (Baldwin and
Weder di Mauro 2020).

Empirical research based on the experiences of people-centric crises is
primarily focused on large organizations (Williams et al. 2017). There is
a dearth of research on people-centric crises in the context of SMEs
(Williams et al. 2017; Herbane 2010). Herbane, for example, observes
that no articles on crisis management in SMEs have been published in
the journals dedicated to entrepreneurship and smaller enterprises.
However, there are a few exceptions in extant literature (Williams and
Shepherd 2016; Williams and Vorley 2014; Smallbone et al. 2012;
Runyan 2006). This stream of research is primarily concerned with the
pre-crisis periods, resources possessed by the entrepreneurs, and the small
enterprises’ capability to withstand a crisis (Korber and McNaughton,
2017) in Doern et al. (2019). Less is known about the perceptions, strate-
gies, and management practices of entrepreneurs in response to crises and
their inter-relatedness. Moreover, experiences of a global crisis of the
magnitude of the present pandemic are uncommon despite a rapidly
growing literature on the subject (Kraus et al. 2020; Brown and Rocha
2020; Bartik et al. 2020; Fairlie 2020; Belghitar et al. 2020; Eggers, 2020;
Haeffele et al. 2020; Kuckertz et al. 2020; Juergensen et al. 2020;
Thorgren and Williams 2020; Donthu and Gustafsson 2020).

A cursory review shows that many SME:s are severely affected and that
government support may not be reaching those most in need (Fairlie
2020; Juergensen et al. 2020). Nevertheless, the impact of the crisis is not
only negative; it may also create opportunities for innovation and growth
(Kraus et al. 2020; Wenzel et al. 2020). A study by Faulkner (2001) sup-
ports this view. Kraus et al. (2020) studied the experiences of the
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management of the corona crisis in the context of family businesses in
five European countries and identified five overarching strategies: safe-
guarding liquidity, operations, communication, renewal of business
models, and cultural changes. These findings imply that SMEs can expe-
rience both threats, for example, liquidity and disruption in communica-
tion, but also opportunities for cultural change. In terms of cultural
change, they observed a stronger social cohesion and solidarity in spite of
an increased digitalization of the businesses.

Thorgren and Williams (2020) illustrate how SMEs attempt to ward
off the crisis by halting investments, by reducing costs and expenses, and
by renegotiating contracts. From a review of literature on crisis manage-
ment during COVID-19, Wenzel, et al. (2020, p. v9-v12) have identified
four strategic choices that SME managers tend to employ in managing
the crisis. The most common strategy is retrenchment. This strategic
response implies that the company attempts to resist and survive a crisis
by “shrinking” the scope of the business, for example, through cost reduc-
tion (Pearce II & Robbins, 1993, p. 614). Some SMEs adopt a persever-
ing strategy, which implies that firms focus on measures that mitigate the
effect of the crisis in order to maintain the firm’s pre-crisis status quo. An
example of such measures can be to allow employees to work from home
in order to minimize absenteeism and decreased productivity. Others
choose innovation as a crisis management strategy. This strategy involves
reallocating resources in order to exploit opportunities brought about by
the crisis (Reymen et al. 2015). This strategic renewal may include the
transformation of the business strategy, reorganization, adjustment of a
business model, and/or adjustment of the target market (Covin and
Kuratko, 2010). Through strategic renewal, a business can transform
itself in relation to its existing resources or the industry (Covin and Miles
1999). An example of innovation as a strategic response can be repurpos-
ing resources in order to meet a growing demand for a product on the
market or from society. Exit implies the discontinuation of a firm in
response to a crisis but is not considered in this study. This framework is
used in structuring the strategic responses of the cases in this study. In the
following section, the research design and the data collection processes
are briefly discussed.
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6.4 Research Design

The research design is a multiple case study (Yin 2003). Departing from
prior research and using its findings, we conducted interviews with
owner-managers of small entrepreneurial businesses in different sectors in
Stockholm. The interviews were conducted in the last weeks of July up to
mid-August. The recommendations for social distancing were observed
in conducting the interviews. The case study method is a well-established
strategy that has been widely applied in crisis management as well as
small business research (Kraus et al. 2020; Herbane 2010; Yin 2003;
Eisenhardt 1989). By employing a qualitative approach, we were able to
make in-depth interviews that enabled us to get an insight into the entre-
preneurs’ perceptions, experiences, and decisions during the crisis. This
approach was particularly useful in understanding the shifts in their per-
ceptions, experiences, and decisions as the crisis evolved. The impact of
COVID-19 on SMEs as well as their responses tend to vary widely
(Juergensen et al. 2020). Multiple cases can be used to illustrate these
variations and compare possible patterns (Yin 2003). The multiple case
design enabled us to compare individual cases as well as sub-groups, for
example, along market orientation, industry, size, or age of their busi-
nesses for similarities and differences. In doing so, we can illustrate the
nature of differential perceptions, impacts, and responses.

A purposive sampling technique was employed in selecting the cases.
Seven small enterprises were identified through referral and Google
search. Three of the cases are startup enterprises that are oriented toward
international markets, while three of the remaining four enterprises serve
the local/domestic market. The seventh case is established on the local/
domestic as well as the international market. All cases are share compa-
nies but vary in resource endowments, size, age, product/service, market,
and industry. The interviews were conducted with the entrepreneurs, that
is, owner-managers or managers of SME using an unstructured interview
guide. The themes of the interview included: (i) pre-COVID-19 status
and strategies of their businesses, (ii) their perceptions of the COVID-19
onslaught, (iii) their initial reactions and measures undertaken, (iv) strat-
egies and practices to mitigate the impact and/or exploit opportunities,
(v) their views on government support, (vi) their involvement in socially
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responsible causes, and (vii) their future outlook. A zoom video link was
used and the conversations were recorded with the permission of the
respondents. The interviews were conducted in Swedish and later trans-
lated into English by the authors. Quality aspects such as construct reli-
ability and validity were considered in designing the case study (Yin
2003). Both within-case and cross-case comparisons have been con-
ducted in analyzing the cases. Further, the indications from data from
varying sources have been triangulated for convergence and divergence.
The following section presents a brief case presentation followed by a
detailed analysis of the data on the crisis management practices of the
case companies.

6.5 The Case Study

The results of the case study are presented in two steps. First, the case
companies are described in terms of age, size, and industry and main
businesses. This is followed by a presentation and discussion of the expe-
riences, views, and the future outlook of the respondents regarding vari-
ous aspects of coping with the crisis (the main themes of the discussion
are presented in the section on Research Design).

6.5.1 Demographic Description
of the Case Companies

As stated in the preceding section, the cases are all different in almost all
respects. Three of the cases share some common attributes in terms of
their backgrounds in academic R&D, product innovation, orientation
toward an international market, and stage of development. A common
denominator for the remaining four businesses is perhaps the dominance
of service in their offerings (Table 6.1). In two of the cases, staffing ser-
vices are offered but to two different markets. Excluding the oldest case
(registered 1994), the businesses are relatively young, one of which is still
in its startup phase. In terms of size, five of the cases can be categorized as
micro-firms (less than ten employees), while two of them are small
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Table 6.1 Profile of the businesses of the cases

Year of Size
registration Employees Turnover

Case Product/industry/
no. market

Respondent

(@

(@

a3

C4°

(&)

c6

Cc7

-product & R&D
services
-biotechnology
-international
market
-product; R&D
-medical technology
-international
market
-product; R&D
-diagnostic
-international
market
-transport services;
recruitment/
staffing services;
consultancy
-transport and
freight traffic
sector
-domestic/
Local market
-lighting products
and services
-wholesale
-domestic market
-staffing services
-health care sector
-domestic market
-trade in metals
-alloying services
-metallurgy
-domestic &
international
market

2008

2016

2017

2012

2010

2014

1994

5

10

25

19

2.4
million

6.65
million

5 million

25.6
million

1.9
million

7 million

408
million

Co-owner
CEO

Co-owner
CEO

Co-owner
CEO

CEO

Founder-
owner,
CEO

CEO

Co-owner,
CEO

aThe company consists of a coalition of three independent enterprises offering
complementary services. Source: Own work

enterprises, one of which has the turnover of a medium-size business
(OECD 2019). The turnover per employee also varies from 0.5 million
up to over 20 million in one extreme case.
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6.5.2 The Respondents, their Perceptions, Responses,
Strategies, and Expectations

The respondents were six men and one woman. Two of them occupied a
managerial post only (but had a significant investment in the company),
while the remaining five were in co-owner-manager or owner-manager
positions. Six of the seven respondents hold at least a university degree
and all have several years of previous experience as employees in the
industry. Five of them had families. Three are aged above 50. In spite of
the disparities of the cases, their stories with regard to COVID-19 share
many similarities. We use excerpts and direct quotes from the interviews
to illustrate their views and arguments. The individual cases are briefly
described in the following section.

6.5.3 Case C1

Cl1 is a new technology-based startup company in the area of medical
technology with roots in academic research. The company was founded
in 2008 by a research team at a university but its operations are still
dominated by R&D activities. However, there are mature plans and steps
to bring the product to the international market. It is financed by R&D
resources and equity capital through business angels as well as private and
state-owned venture capital firms. The target market includes medical
technology companies, hospitals, and private practitioners. The founding
team is still involved in the company but has recruited an external man-
ager with experiences of international markets for innovations in the
industry. At the outbreak of the pandemic, final tests to validate the prod-
uct were being conducted in a laboratory located in another country.
Preparations for an international launch of the business were well
underway.

The entrepreneur did not initially consider the outbreak as a threat. He
believed it to be yet another virus disease, some type of influenza that
would likely pass soon. Reports of the rapid spread and increasing death
tolls continued and the situation became highly worrisome. Soon after
the outbreak, the company was hit hard by the travel restrictions at home
and the lockdown in partner countries. These measures implied that their
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laboratory tests as well as their plans for marketing at international con-
ferences and fairs were canceled. Social distancing and the fear and anxi-
ety that accompanied it further aggravated the situation. “...7he
COVID-19 pandemic has implied that the laboratories for tests are closed
and potential customers are in crisis. We cannot market the product unless
verified by those tests. Everything has slowed down to a standstill. We had no
choice but to lay off staff. The rest work from home. The pandemic affects
everything. It is a difficult situation for startup companies that need capital.
It is difficult to attract financial capital. On the social side, digital meetings
can work but we feel isolated. Something must happen soon!” (CEO).

6.5.4 Case C2

The company was founded in 2015 by a team of researchers and profes-
sionals with a background in the industry. The product is based on an
innovation developed by researchers in the area of 3D printing. This new
technology has attracted external equity capital, but the majority of shares
are still owned by the founders. The present manager was recruited to
establish the company on international markets. The primary market for
3D printing technology is large industrial firms in various sectors such as
producers of household appliances, energy, pulp and paper, and airplane
manufacturing.

The COVID-19 outbreak was not initially felt as a serious threat. But
it soon became clear that the situation may develop into a crisis.
Government measures to mitigate the rapid spreading such as social dis-
tancing, travel restrictions, and lockdowns implied that the startup pro-
cess was brought to a halt. “...7he immediate impact of the COVID-19
was on our marketing since all international platforms such as conferences
and trade fairs were cancelled. All planned visits to customers were also can-
celled. At present we work from home but we are a small team and the social
isolation this implies is hard. I believe that our behaviors will change. Some
of the changes are likely to have a positive impact in a longer perspec-
tive” (CEO).
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6.5.5 Case C3

The company has its roots in academic research at a university. It was
founded in 2017 by a team of researchers in Life Sciences. It is owned by
the founders and a number of equity capital investors. The company is
run by a professional manager who was recruited externally. The target
market of the company is public and private institutions such as hospitals
and laboratories in life sciences. The company has not yet been seriously
affected by the onslaught of the pandemic. “... None of our employees have
become affected and we have all been able to work from home. We have not
experienced any difficulties. We continue to conduct most of our business digi-
tally and by regular mail. We send our products to our customers by regular
mail and our customers send us orders or requests or questions” (CEQO).

6.5.6 Case C4

The company has existed in the transport sector since 2012. It was started
by a married couple who still own the company. Recently the company
joined two other independent businesses to build a self-sufhcient delivery
service to meet a rapidly growing demand in the wake of the pandemic.
Together the group provides services in the areas of road transport, freight
traffic, transport consultancy, and staffing. The management did not have
plans for any sudden change in the business environment. However, they
perceived the rapid growth in demand for delivery and courier services,
particularly in the private sector, and acted upon the opportunity to
expand their business. They were able to collaborate with other small
firms with complementary services and succeeded in building up a capac-
ity that enabled them to benefit from the growing market. The manager
believes that the market will continue to grow as online shopping by both
businesses and private households is becoming a common practice.

“...We had not planned for a crisis. We should have had a cash buffer but we
did not. This pandemic has taught us the importance of planning for a crisis,
but perhaps more important it has taught us to be alert to changes in the busi-
ness environment” (CEQO).
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The company emphasizes the importance of socially responsible business
practices and makes concrete efforts.

6.5.7 Case C5

The company was founded in 2014 by two professionals in health care. It
offers staffing services to the health care sector, primarily hospitals and
elderly care centers. It is specialized in professionals such as doctors and
nurses (consultants) that work on contractual assignments, or want tem-
porary or part-time jobs. The company has been growing rapidly since
2017.In the wake of the COVID-19, the demand for its services increased
very rapidly. At the same time, this opportunity exposed businesses in
this sector to increased competition because the supply of qualified health
care professionals has not increased in proportion to the demand. This
was coupled with growing health concerns, fear, and anxiety among
employees. However, the concerns of the office staff and the consultants
(health care professionals such as nurses and doctors) are different. The
consultants were more troubled by the lack of information from custom-
ers about their policies, directives, and routines regarding work during
COVID-19 whereas office workers were more concerned about the risk
of infection. The management decided to immediately reorganize so that
office employees could work from home and improve the consultants’
access to information online in real time. “... We understood at an early
stage that technical accessibility is not the only competitive edge for business in
this sector during this crisis. It is important to understand the psychology of
the crisis, everybodly is affected. With office workers, we talk a lot about the
situation and how each of us feels about it. We are a small team and can
understand and support each other. We had a continued dialog with our
consultants and also our customers. They also need our support. Health care
workers come to us and tell us that they want to work with COVID-19
patients and we have to understand and help them get there. Others want to
work but are afraid of the disease and worried about the situation and we
need to understand and support them too” (CEO).
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6.5.8 Case C6

The company was founded by the present manager who is driven by a
personal commitment to environmentally friendly recycling businesses.
It is owned by the founder and external investors. The business idea is to
recycle discarded flat-screen hardware into a cheap and easily maintained
lighting system. The company offers a service consisting of hardware,
technology, and maintenance of a lighting system for large properties
such as offices, schools, and community centers. It is still in its startup
phase but has just managed to win a large municipal procurement. The
primary customers are real estate companies, public sector authorities
such as municipalities, and businesses occupying large office spaces and/
or other facilities with high lighting costs. The organization is decentral-
ized by outsourcing parts of the activities such as manufacturing.

The founder/manager perceives a potential in the rapid digitalization
and home-based work ensuing the outbreak of the COVID-19. He assumes
that the amount of empty office space will increase and the costs of lighting
will be an important issue for all stakeholders. .. 7his situation is likely to
put the spotlight on our technology and services. We do not worry about the
business. We had no cash buffer for a crisis and to abandon a planned financ-
ing scheme. The first challenge we faced was that of supply. But we have man-
aged to complete our projects despite the difficulties we faced in terms of the
supply chain. In addition, we were able to secure a procurement during
COVID-19. We are hoping that this contract will catch the attention of other
customers. We are very flexible and can adapt to new conditions very quickly.
We are used to digitalization and have easily been able to adapt to the new
working conditions. We have not made many more changes’(CEO).

6.5.9 Case C7

This is a family business that was founded in 1994. In recent years, the
founder has retired and the leadership has been transferred to a new gen-
eration in the family. The company’s business includes three areas: sales of
metal bars to investors, the supply of precious metals and machinery to
goldsmiths, other manufacturers such as the telecom, and recycling and
sales of metal refuse.
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The management did not perceive the situation as serious at the initial
stages of the outbreak of the pandemic. However, they soon noticed that
many customers were facing problems and the situation was becoming
serious. “... We called the Company Board to a meeting to discuss the situa-
tion. Normally in this industry, prices go up during an economic crisis. This
time too, the industry was doing quite well, especially in the areas of invest-
ment bars and metal refuse. The scary part was how to deal with customers/
suppliers, and especially our employees” (CEO). Another challenge was the
increasing amount of metal refuse that was being offered for recycling.
“...Many manufacturers were looking into their business to locate resources
that may generate value. Refuse is such a resource” (CEO).

The company had to rapidly build up a capacity to meet the growing
volume of metal refuse supplied by customers who needed their business
to survive. Thus, the management decided to employee additional per-
sonnel and expand the recycling business. This was highly profitable
because of the increase in the prices of metals: “...investments in metals
continue to escalate and the recycling business is the largest and most profit-
able at the moment. We have the good luck of an increasing supply of metal
refuse combined with high prices of the processed products” (CEO).

The findings of the case study on the perceptions, strategies, and man-
agerial practices are summarized and discussed in the following. First, we
focus on perceptions, strategies, and managerial practices specifically
concerned with the challenges faced by the business. Second, we follow
this with a corresponding analysis of the cases with regard to the compa-
nies’ management of social responsibility during this pandemic.

6.5.10 Summary

The brief description of the cases shows that the managers of SMEs per-
ceive the COVID-19 crisis in different ways (Table 6.2). One group per-
ceives the crisis as a threat (C1 and C2), another group perceives new
opportunities for the business (C4-7), while a third group observes nei-
ther threats nor opportunities (C3).

The group that perceives the COVID-19 crisis as a threat has similar
backgrounds and shares a number of attributes: (a) lacks plans for a crisis,
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Table 6.2 Perceptions of and experienced impacts

Perception of the case

Opportunity

Impact of COVID-19 on the businesses

Entrepreneurs
Cases Threat
C1 v
2 v
c3 Neutral
c4
c5
C6
c7

-disruption in operations

-Canceled investment (capital acquisition)

-disruption in networking

-increased risk of loss of customers and
markets

-fall in productivity

-social isolation— Dissatisfaction at work

-disruption in operation

-disruption in international networking

-fall in productivity

-social isolation

-uncertainty about the future

No impact reported

-increase in demand for transport services

-opportunity for business expansion/growth

-increased need for capital and human
resources

-increased risk to employee health and
safety

-increased demand for the services of the
company

-increased competition in the sector

-increased risk for employees’ health

-increased uncertainty about work
environment conditions

-increased financial stress

-opportunitylpotential for increased demand
and market expansion

-increased risk of a supply chain breakdown

-rapid increase in the prices of products/
services

-rapid increase in the demand for products/
services in some areas of the business

-need for reallocation of resources

-need for investments in capacity

-risk for employees’ health and safety

Source: Own work
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(b) has neither a buffer nor cash flow, (c) heavy investments in product
research and development (R&D), (d) depends on access to international
markets, (e) in need of financial capital, and (f) in the process of launch-
ing a new product. As a result, these businesses are unable to adapt to the
crisis situation. However, the impact of the crisis on the respective busi-
ness and their future outlook differs. One of the cases considers the
impact of the crisis as manageable, and another considers it as a threat to
survival.

The cases that perceive opportunities rather than threats (C4, C5, C6,
and C7) have different backgrounds and operate in varying sectors.
However, they exhibit some common characteristics: for example, (a)
operate on the domestic market, (b) are in industries that are already
thriving during the crisis or have the potential for growth in the wake of
the pandemic, (c) are alert to opportunities, and (d) have the capacity to
rapidly adapt to changes. They managed to repurpose and relocate their
resources, collaborate with others, and/or initiate new networks. Although
these companies are located in industries that are favorably impacted by
the pandemic, their entrepreneurial behavior makes them interesting.
The discovery and exploitation of opportunities require an alertness and
willingness to take risks as well as flexibility.

The company constituting the third “group” (C3) shares many attri-
butes with C1 and C2 but perceives neither threats nor opportunities and
anticipates no major changes in its business environment. The company’s
operations are already digitalized and its business is not jeopardized by
the travel restrictions imposed by governments.

The perceptions are not always objective. Therefore, it is important to
relate these to actual conditions. Table 6.2 summarizes the perceptions of
the entrepreneurs and the actual impact of the COVID-19 crisis that
they have experienced during the first six months.

Entrepreneurs may perceive the crisis as a threat or an opportunity.
However, the impact is not dichotomous. There can be opportunities in
a situation that is perceived as a threat. C2, for example, perceives digita-
lization as a positive development that will benefit the businesses. On the
other hand, in pursuing opportunities, companies face many challenges
and risks. Moreover, entrepreneurial perceptions are not always “rational”
but perceptions are important because these guide the strategic choices
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Table 6.3 Strategic responses and managerial practices in the SME

Cases Strategic response Management practice
C1, Q2 Retrenchment -cost reduction
-digital network capacity building
Cc3 Perseverance -“business as usual”
-digitalization
C4, C5, C6, C7 Innovation -organizational renewal/change

-business model adjustment
-supply chain adjustment
-new products/new offerings

Source: Own work

and practices in managing the crisis. Entrepreneurs who perceive the cri-
sis as a threat are likely to engage in strategies that reduce the level of
threat to their businesses. Those who perceive opportunities in a crisis
and act upon them (C4-C7) do, at the same time, face new challenges
such as competition, financial stress, and the risk of failure. Entrepreneurs
who see neither threats nor opportunities are not exempted from the
impacts of the crisis. In perspective these may need to find strategies to
mitigate the impact of the crisis on their operations. The different strate-
gies employed by the cases are discussed in the following section.

6.5.11 COVID-19 Responses and Management
Practices of SMEs

The strategic responses of the cases to the pandemic are affected by several
factors including the entrepreneur’s perceptions, the severity of the crisis,
firm-specific aspects, changes in the industry and the business environ-
ment, as well as entrepreneurial capacity. The actual capacity of the busi-
ness to resist an onslaught of a pandemic impacts on the strategic response.
Factors such as the phase of development, products/markets, liquidity,
and resource dependency may limit the room for maneuver. For example,
companies at the startup phase which are illustrated by cases C1 and C2
are highly vulnerable and have limited strategic options. Moreover, strat-
egies and practices may change over time and depending on the intensity
and duration of the ongoing crisis. However, having said that, the strate-
gic responses to the initial phases of the crisis (March—August, 2020) can
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be related to three main strategies: retrenchment, perseverance, and inno-
vation. A brief description and the arguments forwarded by the entrepre-
neurs follow.

Retrenchment: This strategic response is illustrated by cases C1 and
C2. The two companies are in the startup phase, on the verge of a pend-
ing international launch. They have exhausted their financial resources
and are in the process of raising fresh capital. Therefore, they were caught
in a precarious situation and are highly vulnerable. In reality, they have
no other strategic options: “..zthe pandemic affects everything. We have to
lay off staff, we cannot access the laboratories that we need, and we cannot
attract funding and capita” (C1). The situation is of less urgency in the
case of C2. “... We did not lose any orders and they have kept coming. But in
view of the layoffs and the lockdown in many countries, the processes have
slowed down and projects are not being finished nor are bills being paid on
time. We had to lay off ourselves during the past 4 months at 60 percent of full
time and plan to increase to 80 percent from the beginning of August. What
we can see just now and in view of what we are doing and the projects that
we are working on, the situation feels quite stable, but things can change very
quickly” (CEO/C2). 'This strategy maybe plausible in managing a crisis
with a foreseeable end but may not be sustainable in a longer
perspective.

Perseverance: C3 illustrates this strategy. In this case, the main busi-
ness has been digitalized and the impact of social distancing and similar
measures (lockdown) were thus mitigated and the impact of the crisis was
perceived to be manageable. At this stage, it is “business as usual” but the
company is as susceptible to the disease as the others and the staff are
forced to work from home: “...we have always conducted most of our busi-
ness digitally and by regular mail but we work from home. Cancellations of
conferences do have an impact but for us it is just a ripple on the surface. It is
other factors that determine our development, for example, our growth ambi-
tions and strategies. We are not planning any changes” (CEO/C3).

Innovation: This strategic response requires combinations of different
types of interrelated transformations of the businesses. For example,
companies that reallocate their resources to benefit from COVID-19-
driven demands need to renew their organization in order to effectively
meet customer needs. Cases C4, C5, C6, and C7 illustrate the point.
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Case C4, for example, created a new partnership, thus transforming the
organization in order to create an effective supply chain that allows the
company to compete on the rapidly growing market for its services. C5
found itself on a market with an accelerating demand but a limited sup-
ply of health care professionals. The company renewed the whole organi-
zation in order to accommodate a rapid digitalization that was needed in
order to adjust to the new requirements and market conditions: “...we
have a flexible organization and it was not difficult to reorganize for digi-
talized work. Thus, the office employees could work from home which helped
because they felt safe and saved time, thus becoming much more productive.
The consultants were able to access information online in real time. This gave
us a competitive age and we are benefiting from the increased demand in spite
of the limitation in supply” (CEO). C7 repurposed its resources and made
an organizational renewal to accommodate an expanding manufacturing
operation in the area of refuse, an intensified online trade, and increased
customer service. This strategy appears to appeal to entrepreneurially ori-
ented firms on the domestic market located in industries that are benefit-
ing from the pandemic. Moreover, these companies had internal resources
that enabled them to adapt to the new conditions and take moderate
risks. One case, C7, differs in many respects, for example, the company
had plans for a crisis, a cash buffer, and an entrepreneurially oriented
management approach. “...You always have to anticipate bad times.
Initially, my parents did not have access to the welfare I have today. So, I am
trained in being ready for different types of crisis. You have to plan. Since I
became the CEO of the company, we have changed many things and re-
defined our business. It has been very successful. This crisis has been very good
for us and we were ready to make the best of it” (CEO). Case C6 has decen-
tralized large parts of its business through outsourcing which enables the
company to be flexible. However, the company faced serious supply chain
challenges and was forced to find creative solutions. This required an
organizational change and establishing new relations and networks: “we
are very flexible and can adapt to new conditions very quickly. We are used to
digitalization and have easily been able to adapt to the new working condi-
tions. We have not made many more changes” (CEO).

In summary, the case companies which perceive that their survival is at
stake respond with a retrenchment strategy. Their priorities are cost
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reduction and digitalization in order to sustain international networking
and enable work from home. In these cases, downsizing is not an option
because their employees are specialists in technology and product
development.

Cases that do not perceive any immediate threat to their survival
choose perseverance as a strategic response. Their priority is to maintain
a status quo and thus, employee health and a digital infrastructure to
continue to serve customers. Cases that perceive opportunities in the cri-
sis respond with innovation as a strategy. This strategy primarily involves
innovative changes and adjustments geared toward the organization, for
example, structure, business model, and customer services. In doing
these, they repurpose and relocate existing resources.

6.5.12 Social Responsibility in SMEs during the Crisis

The pandemic has changed the norms of social responsibility, but the new
normal has not yet emerged. At present, the expectation is for society to
intervene and support businesses rather than expect these to engage in
social responsibility. Nonetheless, SMEs engage in socially responsible
activities during the crisis, but there are variations in their views, priorities,
and focus areas. This can be illustrated in the responses of some of the cases:

“...first we have to survive and operate a profitable business. That is why
we do this. Then if you are profitable, you can engage in social responsi-

bility” (C5)

“...during COVID-19 everybody has to help in every manner they can, it
is not about profit.” (C6)

“...we consider our business to be a social mission. This product can change
the lives of many patients. To bring this product to the market is a socially
responsible act.” (C1)

“...my mission is to popularize environmentally friendly business. I need
to make money to achieve my goal but that is not the reason for my
involvement in entrepreneurship.” (C6)
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“...we are committed to a socially responsible business. We have an inclu-
sive staffing policy and we have invested in electricity driven cars. All our
cars are electricity driven. The workplace environment has been more chal-
lenging because this involves customers. We have had discussions with cli-
ents about rules for contacts and so on. We try to make sure that everybody
abides by the Public Health Agency. We have had no incidents of the
Coronavirus so far. We try to help where we can, for example, with free
transport of goods to hospitals.” (C4)

“...do the right thing! We employ people and pay taxes. In addition to that,
we donate relatively large sums of money. We try to recycle and work in an
environment friendly manner. During the COVID-19 we take care of our
employees, we have employed additional personnel. We have a special post
for philanthropy, for example, cancer research and continue to make the
donations.” (C7)

Entrepreneurs have different views about the priorities of a business dur-
ing a crisis. Some argue that businesses should prioritize the fight against
the pandemic, others emphasize the survival and resilience of their busi-
nesses. The latter argue that retaining and/or creating job opportunities
during a crisis is an important and socially responsible action (C4, C7).
Perhaps more intriguing are those cases that perceive the mission of their
businesses as an act of social responsibility. They consider that the act of
bringing technology/products that can improve the quality of life for
patients is a clear example of CSR (C1, C2, C3, and C6). This is not to
say that they consider themselves as social enterprises.

Another observation is in the areas of focus of the CSR involvement of
SMEs. There is a shift toward internal CSR activities, particularly
employee health but also social and psychological support in view of
social distancing and isolation. Employees are a key resource to SMEs
because they are small and cannot afford sick leave and absenteeism.
Perhaps as important is that these are small teams who develop close rela-
tions and normally take care of each other. Some refer to the team as the
“family”. In practice, a socially responsible management primarily implies
investment in digitalization to enable employees to work from home. It
also implies offering employees support in following COVID-19 restric-
tions at work and at home. As employers, the companies need to support
workers in their interaction with customers. Working from home can
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also affect the well-being of employees and the entrepreneurs need to find
creative means to socialize. Most external CSR actions are sporadic and
limited. Some of the cases offer digital/distance socialization events, joint
coffee breaks, and so on. Two of the case companies have continued with
their pre-crisis CSR commitments but believe that the focus will shift
toward internal CSR in a longer perspective.

In summary, as exhibited in Table 6.4, the primary focus of socially
responsible activities in the case companies is geared toward internal
issues, specifically employee health and welfare. In practice, socially
responsible employee health and welfare implies digitalization which
makes it possible to work from home. This further involves the new
workplace environment to mitigate isolation and social support that a
normal workplace offers. Investment in digitalization also enables new
forms of customer relations and care. Some sporadic involvement in
external CSR in terms of free services and donations can also be observed.
Taken together the practice of social responsibility among these compa-
nies suggests close relations between their strategic responses to the crisis,
the status of their companies (e.g., economic, entrepreneurial), and their
involvement in social responsibility.

Table 6.4 Strategies and managerial practices in social responsibility in the SME

Strategic
responses CSR priorities CSR practices
Retrenchment Internal CSR: -digitalization
-employee health and -work from home
safety -distance socialization
-team cohesion and
welfare
Perseverance  Internal CSR: -digitalization
-employee health and -work from home
safety
Innovation Internal and external -digitalization
CSR: -work from home
-employee health and -work environment safety assurance
safety activities
-community outreach in -donations to COVID-19 alleviation
a crisis -sporadic involvements, for example,
-planned CSR free services to health care sector

-donations to pre-crisis projects

Source: Own work
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6.6 Conclusions and Discussion

Our study only captures the first six months of the COVID-19 crisis and
it is therefore difficult to draw any conclusions. However, we have learned
some important lessons that can create a fruitful ground for further stud-
ies. One important lesson is that small businesses resembling those in our
study are unlikely to anticipate a crisis or have plans for such an event.
Second, the perceptions and beliefs of the entrepreneurs about the crisis
and its impact on their companies and their business environment play a
key role in how the crisis is managed in smaller SMEs. In this study, for
example, the type of crisis management strategies and practices differ
between entrepreneurs who perceive the pandemic as a threat and those
who see opportunities. These perceptions are likely to guide the strategic
choices and managerial practices of the entrepreneurs. Those entrepre-
neurs who perceive a threat rather than an opportunity are likely to craft
strategies for survival (short term), for example, retrenchment or perse-
verance rather than innovation. Third, the impact of the COVID-19
pandemic on a specific SME is related to the state of the industry in
which it is located, and its pre-crisis status. However, the ability to man-
age the crisis and capitalize on the opportunities brought about by the
crisis depends on its entrepreneurial capacity, that is, the ability to recog-
nize and transform opportunities into marketable products and services.
Fourth, digitalization is the common denominator with regard to social
responsibility. It is employed as a tool for implementing the restrictions
imposed by the government and creating new ways of mitigating the
impact on customers and employees. However, much of the CSR effort
is geared toward internal social issues, primarily employee health and
welfare. Finally, entrepreneurship is a critical resource in managing a cri-
sis with longer duration. Our study shows that businesses which adopt
innovation as a crisis management strategy are thriving and making con-
tributions to combating the crisis by offering new solutions that mitigate
the impact of the pandemic. Home delivery service to self-isolated house-
holds is a useful example. On the other hand, businesses trying to man-
age the crisis through cost-reduction and downsizing strategies are facing
serious challenges as the pandemic continues. These strategies may not be
sustainable in the context of SMEs in a longer perspective.
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As mentioned above, our study only captures the first few months of
the COVID-19 crisis and our knowledge of crisis management in SMEs
in a longer perspective is thus limited. Although our study represents a
specific category of businesses, namely entrepreneurial firms, the cases
illustrate experiences from several industries. Therefore, we have been able
to compare these varying experiences for similarities and differences and
identify patterns. The strategic patterns are in line with the indications
from prior research (Kraus et al. 2020; Wenzel et al. 2020). We elaborate
on previous findings by relating perceptions to strategies and managerial
practices. Our study also makes a contribution by extending the strategic
responses to social responsibility as an integral part of SMEs’ response to
crisis. It is important to study crisis management in SMEs in a longer
perspective. We have not discussed exit in this study. However, exit may
become a norm for SMEs in a longer perspective, including those adopt-
ing survival strategies. It is important to study the characteristics, strate-
gies, and managerial resources of resilient SMEs during a longer crisis such
as the present pandemic. We hope to do a follow-up study of the cases in
order to document their development as the pandemic evolves.
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Experiences of Small Businesses
Due to the COVID-19 Pandemic

Hakan Boter, Anders Lundstrom, and Anna Soérensson

7.1 Introduction

The COVID-19 pandemic has affected firms’ businesses around the
world and caused crises in the corporate sector. Previous research on such
crises is relatively limited. However, studies have focused on how future
crises can be detected in advance and whether operations can be adapted
to the conditions that apply during ongoing crises. Studies of crises have
mainly been concerned with negative effects caused by economic down-
turns, financial crises or natural disasters. However, the current pandemic
is in many respects radically different from previous crises. COVID-19
has so far led to major restrictions on the functioning of society, partly
because the business community has been given limited opportunities,
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and partly because powerful obstacles have been created that prevent civil
society from functioning effectively.

The initial weeks of the pandemic meant that both demand and supply
in the corporate sector were suddenly significantly reduced, and it was
essential for many companies to implement cuts in operations. For
smaller companies with limited resource potential, it became necessary to
generate a range of different complementary efforts to cope with the first
phase of the crisis, such as using previously accumulated resources but
also actively using their corporate network for resource exchange and
increased collaboration. The perspective at this time, however, was that
these would be efforts to survive in the short term and that everything
would soon return to normal. It has now been shown that significantly
more sustainable efforts were needed, such as postponing ongoing invest-
ment projects as well as utilizing the support programmes that were grad-
ually established during the first six months of the pandemic (Wenzel
et al. 2020; Thorgren and Williams 2020). The crisis has reduced the
opportunities to run efficiently commercially oriented operations at full
scale, but it has also opened up new business opportunities. An example
of this is “effectuation”, whereby companies that are in development pro-
cesses do not necessarily have to adhere to an original business idea but
can continuously develop the ability to change tracks and seek new busi-
ness solutions, thus taking small steps to successfully manoeuvre in a
turbulent and insecure environment (Sarasvathy 2001; Reymen
etal. 2015).

This chapter reports on how companies have coped with the first six
months of the COVID-19 pandemic. The basis for analyses consists of
interviews with 1200 small companies from four different industry seg-
ments in Sweden. Some industry groups have suffered significant nega-
tive effects and continue to do so, while other categories have only been
marginally affected. There is also a small group that has noticed growing
sales and there are occasional signals from the market that new products
and services are needed in the near future. It may even be the case that the
industry repercussions of COVID-19 will open up new perspectives that
affect and stimulate entrepreneurs, companies, customers and markets

(Davidsson 2020).
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7.2 Method and Selection

One objective in selecting the categories of companies to be included in
this study was to cover the situation during the COVID-19 pandemic for
small firms operating in both the manufacturing and service industries.
The selection process followed Eurostats classifications of industries
(Eurostat 2016) and, with regard to manufacturing industries, chose the
broad group of companies characterized by high or medium use of tech-
nology in their operations. This applies to companies whose staff have
experience and higher education, giving the recipient the capacity to run
their own innovation processes but also to use externally available knowl-
edge. Examples of industries in this category are medicine, chemistry,
computer equipment and other digital products and services, as well as
the automotive and transport sectors. The second group in the manufac-
turing sector comprises firms that have lower requirements for the core
technology used in the business. Development is driven here by
experience-based learning, development in smaller steps and the use of
mature technology. Examples of industries with lower requirements for
technology levels include the manufacture of products from metal and
plastic, food products and products linked to forestry and agriculture.

Eurostat also has a standard for classifying service-oriented industries
where the two main groups are knowledge-intensive and less knowledge-
intensive activities. In this study, we found it appropriate to select two
service industries that faced special challenges during the first half of the
coronavirus pandemic. The first is hotels and restaurants, SNI 55 and
SNI 56, which have been the industries hardest hit by the pandemic:
available statistics show that turnover for companies in this sector
decreased by 30—50% and that over 40% of the workforce was laid off in
the short term during the period March—June 2020 (Statistics Sweden
2020). On the one hand, the other selected service industry is retail, SNI
47, where the food trade has seen radically increased sales due to redun-
dancies and the rise in working from home. On the other hand, there are
also sub-sectors in the retail trade that have been negatively affected by
the ongoing pandemic.

From the industry categories, four random selections were made, one
in each industry. Only active smaller firms were included in the
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study—that is, firms with 5-49 employees. Companies with fewer than
five employees were excluded because many of these smallest micro-
companies are relatively young and thus still in a start-up phase, where
the business has not had time to fully develop. Another reason to exclude
these smallest firms is that a certain proportion of them are conducted as
activities in addition to a full-time job or involvement in other compa-
nies, or as “extra cracker companies”. Table 7.1 shows which sub-sectors
were included, the total number of existing companies divided into two

Table 7.1 Selected companies

Companies in manufacturing

Total number of
companies

Stratum industries 5-49 employees Selection
A High and middle high technology = 5-9 employees—627 300
20 chemicals companies
21 pharmaceutical products and 10-49
medicines employees—1016
26-30 computers, electronics, companies
electricity, machinery, vehicles Total—1643
companies
B Middle low and low technology 5-9 employees—2836 300
10-19 food, textiles, clothing, companies
rubber, plastics, forestry and 10-49
agricultural products, graphic employees—3401
products companies
22-25 products of rubber, plastic,  Total 6236 companies
metal
31-33 furniture, other, machine
repairs
C Companies in service industries 5-9 employees—3942 300
47 retail companies
10-49
employees—3210
companies
Total 7152 companies
D Companies in service industries 5-9 employees—4598 300
55, 56 hotel, restaurant companies
10-49
employees—4124
companies
Total 8722 companies
Total selection 1200

Source: Own work
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Table 7.2 Distribution between women and men

Women Men Total
Share No. Share No. Share No.
Industry
Manufacturing—High technology 13 39 87 236 25 300
Manufacturing—Low technology 14 42 86 258 25 300
Service—Retail 21 64 79 236 25 300
Service—Hotel/restaurant 28 84 72 217 25 301
19 229 81 972 100 1201
Number of employees
5-9 persons 22 138 78 502 53 640
10-19 persons 16 56 84 302 30 358
20-49 persons 17 35 83 168 17 203
19 229 81 972 100 1201
Age of the interviewee
40 years or younger 20 36 80 141 15 177
41-60 years 21 165 79 630 67 795
61 years or older 13 28 87 187 19 215

Note: Bold marks the significant difference within the group (with 95%
probability)

size classes and the sample size per stratum and for the entire study. The
three groups that were finally included in the study were firms with 5-9
employees, those with 10-19 employees and those with 20-49 employees.

The questionnaire was developed through a collaboration between the
researchers, the scientific leader at Skandinavisk Opinion SKOP analysis
and staff from Almi Féretagspartner Ltd., who also ordered us as research-
ers of its research council to carry out this research project. A draft ques-
tionnaire was also examined in a special workshop with Almi’s research
council. This research council consists of 14 researchers from different
universities around Sweden; see www.almi.se for further information.
The data collection was carried out by SKOP, and the selected companies
were contacted by telephone. The interviewees were contacted at differ-
ent times of the day to fit into the companies’ work schedules. In total,
SKOP sought contact with 1537 business leaders, and the final number
of interviews conducted was 1201. The staff at SKOP kept careful notes
regarding the characteristics of the companies that dropped out (21%),
but no distortions in the material occurred during the process. The com-
panies contacted showed considerable interest in participating in the
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study, and reasons for not participating in many cases concerned tempo-
rary workloads. The strata that guided the random selection, with 300
companies in four different industry segments, were fully met. The
answers have been weighted for processing, so that the four industry seg-
ments have an equal impact on the analysis. Our final assessment is that
the size of the sample, the design of the survey and the implementation
of the data collection create a data set that is representative of the popula-
tion of companies in the four current industry segments and in the size
range of 549 employees. With the aim of increasing the possibilities for
a broader and in-depth analysis of the collected material, additional back-
ground information about the participating companies was also obtained
and “docked” to the participating survey companies. This applies to key
figures for these companies regarding the most recent years (2017-2019)
before the pandemic struck in March 2020, such as number of employ-
ees, turnover, profitability and financial status.

7.3 Comparison of Women and Men
as Operational Business Leaders

For several years, the Swedish Agency for Economic and Regional
Growth, in partnership with Statistics Sweden, has mapped and analysed
women in the business sector and shown that about 25% of all compa-
nies are led by women. The definition used is based on the term opera-
tional business manager, which is defined as “the person who handles the
day-to-day management of a company with at least one gainfully
employed person” (Statistics Sweden, 2019). This definition is not identi-
cal to the term entrepreneur, as the latter usually presupposes financial
ownership, and the statistics show that 85% of women who are opera-
tional business leaders are also owners or partners in their companies. In
this study, however, we have assumed that operational business manage-
ment is nevertheless a useful definition for women with strategic manage-
ment roles, especially considering that the object of the study is small
firms with far-reaching entrepreneurial qualifications in business devel-
opment and risk-taking. Seventy-nine per cent of these entrepreneurs are
also owners or partners.
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In the study, almost 20% (7 = 229) of those who answered the survey
represented women-led companies. An important reason why this share
falls below the national norm of 25% is that we chose not to include the
smallest micro-enterprises, those with 1-4 employees, which is a group
that has a higher proportion of companies led by women. If the propor-
tion of companies with women as business leaders is distributed between
the four industries, then the two manufacturing categories had a lower
proportion of women than expected, while the two service industries had
a higher proportion of women in this role. When the material for this
study is compared with other statistics, Statistics Sweden’s data material
shows that the percentage of female operational business leaders in man-
ufacturing companies is 15%, while the retail industry and hotel and
restaurant industry have 24% and 30%, respectively. During the selec-
tion process, the two latter service industries were also selected because
they have a higher proportion of women in leading positions, as well as
because these businesses are generally characterized by occupational cat-
egories that include a significant number of women.

More than half of the companies (53%) belonged to the smallest size
class, measured by number of employees; 30% were included in the com-
pany group with 10-19 employees; and 17% were in the group with
20-49 employees. The difference between companies led by women and
men shows that the proportion of women in the role of leaders was high-
est for micro-enterprises (i.e., companies with less than 10 employees).

The age of the company leader was included because existing research
clearly indicates that this can affect leadership style and company culture
and thus also the way a company is led. We believe that leadership style
becomes particularly important when a society is faced with a global pan-
demic that results in genuine uncertainty. A recent study conducted dur-
ing the ongoing pandemic shows that elderly people are better able than
younger people to deal with stressors in the environment. These results
thereby indicate that elderly people in the role of business leaders are a
force that can be used to handle the advanced stresses created by a pan-
demic (Carstensen et al. 2020). Having elderly business leaders also
means that their network connections, which are based on established
contacts with a large amount of trust, come to the fore in situations of
great stress, risk and uncertainty (Newman et al. 2018).
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The selection of companies shows that the distribution between
women and men regarding the companies’ CEO positions mainly fol-
lowed the 20-80 structure that applied to the basic selection. However,
the group of companies having a female leader who is 61 years or older
had a significantly lower share compared with the corresponding group
on the male side.

The total proportion of women in the sample was 19%, and the pro-
portion of men was 81%. The highest proportion of women was in the
hotel and restaurant industry at 28%, with retail at 21%, and the highest
proportion of men was in the manufacturing industry (high or medium
innovation rate at 87% and low or medium innovation rate at 86%,
respectively). We examined in more detail any differences between char-
acteristics for men and women; proportions of the two groups and differ-
ences between them are not the same as characteristic differences.

The generality was limited by the choice of sub-industries and types of
municipality, as well as by several additional division criteria. We con-
tinuously worked with a limited number of comparisons that we believe
provide increased opportunities, overviews and conclusions. These are
divisions into four sub-sectors, distribution of answers in three different
types of municipality, turnover of small enterprises divided into three
groups, number of employees in three groups of small enterprises, three
groups of start-up years, gender (male or female), age of interviewees
(divided into three age groups), entrepreneurs divided into domestic or
foreign backgrounds and with three options for the effects of the pan-
demic. All relationships were tested for significance at the 95% level.

7.4 Three Regional Groups

One division basis used was to divide the material into three regional
groups based on all of Sweden’s municipalities: firstly, large cities and
municipalities close to the city; secondly, larger cities and municipalities
close to larger cities and, thirdly, smaller cities or urban areas and rural
municipalities.

Firstly, there are three divisions for the three regional types where there
were no significant differences. This applies when comparisons are made
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as to what applies to relative proportions between municipality types for
men and women, respectively. Of course, it can be difficult to divide all
municipalities into three groups, but even if metropolitan areas were to
be compared with other municipalities, the same result would be
obtained. The results will be exactly the same as each gender’s relative
share in the survey.

Secondly, women and men have similar opportunities to run compa-
nies in different types of regions. This conclusion is reinforced by the fact
that age differences for both men and women seem to be unimportant for
the possibilities of running companies in these types of regions.

Thirdly, the types of regions in which interviewees operate seem to be
irrelevant to how they experienced the effects of the pandemic. This was
measured by a question concerning whether entrepreneurs in different
regional types assessed the effects of the pandemic as positive, negative or
no impact.

However, there were differences regarding industries, sales, number of
employees, start-up years and foreign background between the two of the
region types. Large cities and municipalities close to metropolitan areas
had relatively few companies with a low degree of innovation in the man-
ufacturing industry, as well as many entrepreneurs in the hotel and res-
taurant industry, which seems reasonable due to a larger population base.
Other factors that stand out for this group of municipalities are that
many companies had a low turnover and few employees, and there were
many relatively young companies.

Finally, with regard to the group of smaller cities or towns and rural
municipalities, this group had a relatively large number of companies
belonging to manufacturing industries with lower technology and few
companies in the hotel and restaurant industry. There were also relatively
many companies with high turnover, as well as a high proportion of com-
panies with more than 20 employees and a high proportion of older com-
panies. This group also had relatively few entrepreneurs with a foreign
background.

In sum, there were differences between the most densely populated
municipalities and the most sparsely populated municipalities, which
should be exciting to study in more detail. There were many indications
that in sparsely populated environments, companies are older and have
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higher turnover and more employees, while the proportion of new and
young companies is low, which may indicate low dynamics.

7.5 Entrepreneurship in Four
Sub-Business Sectors

It appears from the Method and Selection section that the selection took
place from the four sub-sectors:

A. Manufacturing—High and medium technology (SNI
20-21, 26-30)

B. Manufacturing—Low and medium technology (SNI 10-19,
22-25, 31-33)

C. Service—Retail (SNI 47)

D. Hotel and restaurant (SNI 55-56)

For each industry, 300 telephone interviews were conducted. It is
worth noting that some measurements can be assumed to show the same
thing; for example, the probability was high that companies with the
most employees would have higher turnover than companies with few
employees, and older companies often also have more employees than
younger ones.

Manufacturing industry with a high or medium degree of innovation
(A) showed no differences for different municipal groups, had a relatively
low proportion of companies with low turnover and had a high propor-
tion of companies with high turnover. This also means that this sub-
industry had few young companies with few employees and many older
companies with relatively many employees. Furthermore, it is evident
that this sub-industry had few younger entrepreneurs and rarely had
entrepreneurs with a foreign background. Relatively many of the compa-
nies in this group stated that the pandemic did not have any effect on
development, although few entrepreneurs stated that the pandemic had
caused any positive development. Finally, the proportion of men was sig-
nificantly higher than the proportion of women.
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The manufacturing industry with a low or medium degree of innova-
tion (B) shows broadly the same pattern as sub-industry A, except for a
low proportion of small companies with high turnover and many employ-
ees. However, this sub-industry had an equal proportion of older compa-
nies, which indicates a lower growth rate in sub-industry B compared
with sub-industry A. It would therefore be of interest to study in more
detail the significance of the degree of innovation in small companies in
the manufacturing industry for their growth. Sub-industry B also had the
highest shares for the region-type smaller cities or urban areas and rural
municipalities, and it had the lowest share for the region-type large cities
and municipalities close to the city. This is a factor to take into account
when analysing different levels of innovation.

For the sub-industry retail companies (C), there were no significant
differences in terms of different regional types. However, this sub-industry
had relatively few companies with low turnover but relatively many com-
panies with few employees and relatively many companies with start-up
years between 1991 and 2010. The relationships between the key figures
for these companies thus differed compared with previous sub-sectors.
Regarding comparisons between men and women, there were no signifi-
cant differences, which also applied to age groups for interviewees. There
were relatively few entrepreneurs here with a foreign background. A high
proportion of entrepreneurs (close to 60%) had positive experiences of
the pandemic, while only 16% had negative ones. This is clearly different
from the other sub-industries studied. For example, for the sub-sector
hotel and restaurant (D), the corresponding proportions are 9% positive
and 34% negative. Other results for sub-sector D are a relatively high
proportion of entrepreneurs with a foreign background, high proportions
of young entrepreneurs, high proportions of women, relatively many
young companies, low proportions regarding number of employees and
turnover, and most companies in region type A and least in region type C.

7.6 Sales Pattern

Interviewees were asked about the share of sales in the local market (i.e.,
within ten miles) and the proportions of their sales for export and import.
With regard to the local market, there were more women than men who
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answered “To a very large extent”, while the proportion of men who
stated that exports were higher than the proportion of women. Note that
there were no significant differences for the “Yes to a very large extent”
option, either for export or for import.

One explanation for this may be that women are overrepresented in
the retail and hotel and restaurant sub-sectors. The companies in these
industries have low values; in the hotel and restaurant industry, only 1 in
20 companies export and 1 in 10 companies import, while 9 out of 10
companies have fairly or very large sales in the local market. In addition,
men are overrepresented among the elderly, as well as in larger small com-
panies with higher turnover, all of which are indicators of higher export
shares, something that also emerged in the responses to the survey. With
regard to imports, a similar pattern obtains: the majority of small compa-
nies with high export shares also have high import shares.

Six out of ten entrepreneurs had no exports. Companies with exports
exist mainly in the manufacturing industry, for companies with higher
turnover, with more employees, and those which have been on the mar-
ket for long. Two out of ten entrepreneurs had fairly or very large exports.
Five out of ten companies had no imports, and one out of four compa-
nies had fairly or very large imports. This mainly applies to companies in
the manufacturing industry with a high or medium degree of innovation.
Finally, in terms of sales in the local market (here defined as within a
radius of 100 km), nine out of ten companies had some sales in this mar-
ket. High values were obtained for companies in the retail sub-sector as
well as in hotels and restaurants, for municipal groups in large cities and
municipalities close to cities, the smallest companies, those with few
employees and the youngest companies. Most of these groups had rela-
tively more women, which largely explains the reported differences.

7.7 Impact and Support during the Pandemic

Regarding the overall positive or negative impact of the pandemic, there
were no differences between women and men. About six out of ten entre-
preneurs experienced negative effects, while four out of ten experienced
positive effects or no impact.
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Similar results were obtained concerning how profitability has been
affected. There were major differences between different industries. Four
out of ten small business owners in the retail trade believed that profit-
ability has improved, while more than eight out of ten business owners in
hotels and restaurants believed that it has deteriorated. There were no
significant differences within different types of municipality. However,
companies with the lowest turnover, as well as the youngest companies,
believed to a greater extent that profitability has deteriorated. We observed
no significant differences between men and women. This also applies to
the answers to the question about how sales and order intake have been
affected. There were also similar patterns regarding the answers to the
question about the development of profitability.

During the coronavirus pandemic, research reports have already shown
that younger companies have encountered greater challenges than estab-
lished companies. This is because young companies in many cases have
not had time to fully develop their business, which is also noticeable in
financial key figures. The youngest companies included in this current
study, those established between 2011 and 2020, have an equity-to-assets
ratio of 36%, while the corresponding ratio for the group of companies
established before 1991 is 48%. Through the survey, the companies also
reported various changes, negative as well as positive, that have arisen in
various areas as a result of the pandemic.

Opportunities for companies to obtain external financing are radically
affected during crises. In addition, financing in smaller companies is asso-
ciated with extra risks, a situation which escalates when a global pan-
demicbreaks out. Brown and Rocha (2020) have shown in an international
study that financing of new companies has decreased radically during
COVID-19 and early sowing financing has almost completely
disappeared.

It may be natural that initial phases among newly established compa-
nies are extra sensitive, with higher risks where any return is some way
into the future, but the relationship can also be transferred to smaller
companies in general where “liabilities of newness” affect risk levels and
thus opportunities to gain access to external capital. Kuckertz et al.’s
(2020) recent studies of small companies in Germany strengthened this
picture wherein many start-ups are not “bankable”—that is, they have
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insufficient opportunities to provide collateral for loans and have unclear
development plans, which lead to poorer interest rates—but also that
they can be excluded from national support programmes during a crisis.

A Swedish study by Thorgren and Williams (2020) showed the impor-
tance of smaller companies having a stable financial situation when a
crisis period starts. With the outbreak of COVID-19, most of the demand
in many industries disappeared during the first months, while companies
were still bound by fixed costs such as salaries, premises and current con-
tracts. There was thus a clear demand for good liquidity during this
shocking first period. Companies that were not sufficiently liquid could
also find it difficult to apply for short-term loans because they already had
a high debt-to-equity ratio. Coupled with this, COVID-19 created
increased uncertainty and thus reduced the incentives for companies to
take out new loans.

Regarding liquidity, just over four out of ten entrepreneurs stated that
it had deteriorated, while just under two out of ten entrepreneurs stated
that it had improved. Just over four out of ten stated that liquidity had
not been affected. The highest proportion of negative impacts (seven out
of ten) was reported by entrepreneurs in hotels and restaurants, while
three out of ten entrepreneurs in the retail sub-sector reported an improve-
ment. Here, 50% of the companies in the sub-sectors in the manufactur-
ing industry reported no impact on liquidity. Entrepreneurs with the
lowest turnover, few employees and young people (both for the company
and for its leaders this year) reported half a negative impact on liquidity.
Entrepreneurs with a foreign background also reported a highly negative
impact. Finally, it can be mentioned that entrepreneurs who reported a
positive impact of the pandemic believed to a large extent (60%) that
liquidity had improved. No significant differences between men and
women were evident here.

Interviewees were also asked how deliveries to and from small compa-
nies had been affected during the pandemic. Just over 50% of the com-
panies had not seen any impact, while just over 40% stated that deliveries
had been negatively affected. High values for non-impact were obtained
for the manufacturing industry with a low degree of innovation, while
deterioration in deliveries was reported to a high degree (just over 50%)
by small entrepreneurs in the retail trade. No significant differences were
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found between small businesses in different types of municipality. No
significant differences were shown between women and men, nor between
small entrepreneurs in different size classes, or according to their start-up
years, turnover or between domestic and foreign small entrepreneurs.

Regarding opportunities to recruit staff, about two out of three entre-
preneurs stated that this was not considered during the pandemic case.
Just under 10% reported improvements, while few (about 5%) reported
deterioration. These relationships were largely repeated for all the differ-
ent divisions. Consistency between women and men was high, with just
under 10% reporting improvements, twice as many reporting no impact,
two out of three reporting that recruitment was not relevant, and only
just over 5% who stated that opportunities had deteriorated. It was
mainly entrepreneurs stating that recruitment was not relevant who
reported negative effects of the pandemic.

7.8 Support Programmes—Needs and Use

The public sector has set up various special resources and programmes
with the aim of supporting business during the pandemic. The three sup-
port resources that companies have used to the greatest extent are reduced
employer contributions, compensation for employees’ sick pay costs and
short-term layoffs. Just under one in five used adjustment support and
deferral of VAT and employer contributions. Only 2% of the companies
used special financial support.

As previously pointed out, entrepreneurs answered a question con-
cerning the extent to which they felt that different areas had affected their
companies during the pandemic; the answers were given on a 5-point
scale from “decreased a lot” to “increased a lot”. This concerns six differ-
ent areas: sales, profitability, liquidity, deliveries, recruitment and external
financing. To further analyse whether companies’ situations during the
pandemic had an impact on their use of the various state aid programmes,
users and non-users of aid programmes were compared. The support pro-
gramme for short-term layoffs has been taken as an example, and for each
of the six areas, the companies have indicated, on the 5-point scale, the
extent to which the pandemic led to deteriorations or improvements. An



150 H. Boter et al.

average value has been calculated that has been compared for those who
used or did not use this support programme.

This match shows a clear pattern. The companies that used the support
programme for short-term redundancy reported a lower average value for
all six areas where effects from the pandemic have been studied—that is,
these companies deteriorated in these areas. This difference is also signifi-
cant for the areas of sales, profitability, liquidity and deliveries. It may
seem natural that it is the companies that experienced the biggest nega-
tive changes during the pandemic that also had the greatest need for sup-
port measures.

Although companies chose to use the support programmes specifically
set up during the pandemic, the impact of these efforts may vary. To
clarify the surveyed companies’ perceptions of the effect of the aid on
their activities, a special question was included in the survey where the
respondents were asked to give an overall assessment of the importance of
the aid in saving the company, on a scale from small to crucial.

We have previously stated that the support in the form of reduced
employer contributions is what about 90% of the companies used, but
only a small part of these assessed that this form of support became of
decisive importance for the business. The adjustment support attracted
just under one in five, but as many as 34% of this group stated that this
support was absolutely essential for their activities during the pandemic.
The forms of support that just over 40% of the users considered to have
provided little or no significance were those that provided reduced
employer contributions and compensation for employees’ sick pay.

Women as leaders of smaller companies had a higher degree of activity
with regard to applying for and using the current support programmes.
This group corresponds to 19% of all companies included in the study,
while between 20% and 26% of the companies that actively used pro-
grammes, or announced without support, were women-led companies.
Based on answers to the question about the quality of the support pro-
grammes, it also appears that the support used by companies having
women as operational business leaders was assessed as crucial to the com-
panies’ activities during the pandemic to a greater extent than was stated
by companies led by men.

The literature suggests that women and men, in their roles as business
leaders, can generally have different perspectives for leading and
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developing their businesses and that these differences are activated when
crises and other situations of genuine uncertainty arise. McGrath (2010)
argued that women in such situations strive to minimize the risks that
arise while men are more focused on uncovering and developing potential
business opportunities. Manolova et al. (2020) have applied this to how
women-owned companies have so far handled two coronavirus waves,
reaching the conclusion that women have a higher presence in certain
industries, such as hotels and restaurants, which have been exposed to
traumatic shock effects during the pandemic much more than other
industries, and this has adversely affected the opportunities to actively
influence development. Two surveys of women-owned companies were
conducted in the spring and autumn of 2020 within the framework of this
study, which indicates that women, through support programmes and
networking, have created the conditions for a restart. There are also indi-
cations that women have special abilities to develop business models,
combining risk minimization with efforts for business development.

The results of our study indicate that women have at least as high an
activity level as men with regard to applying for and using available sup-
port during the coronavirus pandemic. However, studies including that by
Cowling et al. (2019), which concerned bank loans during the financial
crisis in 2008, indicate that women apply for loans to a lesser extent than
men in such crisis periods, but at the same time that women who apply for
loans are more successful, in that their applications are accepted to a
greater extent. This is explained in the study by the fact that women apply
for smaller amounts and have better-developed applications, which in
turn is explained by women being aware that they need to compensate for
a negative entry value at the time of application (Malmstrdm and
Wincent 2018).

7.9 Support Programmes—Different
Background Factors

Eight out of ten entrepreneurs did not believe that it was relevant to
obtain external financing. Only 2% of entrepreneurs used bank loans
with a government loan guarantee, which may be due to external financ-
ing not being relevant during this period. There was also a pattern in the
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use of various possible forms of state aid from which small businesses
were able to benefit. The support that was primarily used was in forms
that reduced companies’ costs.

Of state forms of support, entrepreneurs mainly benefited from
reduced work fees (88%), compensation for sick pay costs (65%) and
short-term layoffs (47%). Few entrepreneurs, just under 20%, notified or
laid off staff without using the redundancy support. Adjustment support
was used by 18% of entrepreneurs, while deferral of paying VAT and
employer contributions, which should be seen as support that pushes
costs forward in time, was used by 17% of entrepreneurs. The share of
adjustment support can possibly be seen as the differences in the compa-
nies’ turnover being small.

The result shows that in terms of reduced employer contributions,
there were few differences for our different division bases, apart from a
higher proportion for small companies with the most employees. Here,
93% of entrepreneurs stated that they used this form of support. It is also
interesting that, of those who used this support, approximately, as many
entrepreneurs had positive experiences as negative ones.

The forms of support offered receive overall positive reviews. Nearly six
out of ten small businesses stated that this support had been decisive or
very or fairly important. For small business owners in hotels and restau-
rants, eight out of ten stated that this was the case. There were no differ-
ences between different types of municipality or number of employees.
However, companies that had been active for fewer years seemed to agree
more with this statement.

Four out of ten small businesses had waived or reduced wage with-
drawals and benefits during the pandemic. This mainly applies to small
business owners in hotels and restaurants, where seven out of ten business
owners stated that this was the case. There were no differences between
different types of municipalities or between women’s and men’s entrepre-
neurship. The age of employees did not seem to matter either, though to
a greater extent foreign small entrepreneurs stated that this was the case.

Two out of three small business owners stated that the state had helped
small businesses cope with the effects of the pandemic very or fairly well.
There were large differences between industries (the hotel and restaurant
share was just over 50%, while the manufacturing industry was between
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70% and 75%), but not between municipality types, number of employ-
ees, companies’ start-up years, women and men, or entrepreneurs’ age.

Regarding the question of how the motivation of small businesses was
affected by the pandemic, almost 20% stated that it had increased, while
six out of ten stated that their motivation had not been affected. The high-
est proportions reporting that motivation was not affected were in the
manufacturing industry, where just over seven out of ten stated that this
was the case, while the proportion of small entrepreneurs in the retail trade
who stated a positive effect was 25%. In the restaurant and hotel industry,
half of the entrepreneurs reported a negative impact. Entrepreneurs report-
ing that motivation was unaffected tended to be within the municipal type
smaller city or urban areas and rural municipalities, within companies with
relatively high turnover, relatively many employees, companies with many
years on the market, male entrepreneurs, older entrepreneurs and entrepre-
neurs without a foreign background.

Regarding the question about how the pandemic had affected entre-
preneurs’ fear of failure, almost seven out of ten stated that the pandemic
had not affected this fear. Relatively high values were obtained for the
sub-sector hotels and restaurants (47%), young companies (40%),
women (38%), younger entrepreneurs (39%) and entrepreneurs with a
foreign background (43%).

When asked if the pandemic had led companies to discover and want
to develop new business opportunities, almost 40% of entrepreneurs
stated that this was the case. This mainly applies to entrepreneurs in
hotels and restaurants (55%). Regarding the entrepreneurs’ need for new
skills development, almost eight out of ten small entrepreneurs stated
that they had not experienced such a thing. Here, too, there are higher
values for hotels and restaurants, as just over 30% stated such a need.
Similar values exist for managers with foreign backgrounds and for
younger entrepreneurs.

7.10 Pandemic—Future and Employment

Processes to start and run a business are always associated with uncer-
tainty and risk-taking. The ongoing global pandemic has so far had a

major impact on companies opportunities to conduct commercial
J
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activities. Both supply and demand have declined for most industries,
and companies have been forced to take a long list of measures, such as
redundancies, advanced investments, and—during the most intense
phases of the pandemic—closures and bankruptcies have also increased
significantly. It is therefore natural to assume that business leaders and
owners, as people responsible for their respective companies, today feel
an increased anxiety about the future. This concern can thus negatively
affect the entrepreneur’s self-confidence and inhibit the driving forces
required for a restart of the business after the pandemic has subsided
(Wennberg et al. 2013).

The shockingly rapid onset of the pandemic and the far-reaching nega-
tive effects that have followed have made it natural to ask business leaders
if this has affected their fear or anxiety about continuing to fail as entre-
preneurs. This question could be answered on a 5-point scale from
“decreased a lot” to “increased a lot”. Almost 30% of the companies
reported a large or small increase in such fear, while more than two-thirds
were not affected at all, and the group with reduced anxiety was small, at
about 4%.

A comparison between the sexes on the 5-point scale shows that busi-
ness leaders who are women had a higher average value than men in the
same role. The difference was significant and thus indicates that women
have been affected more by the pandemic, which has led to them being
more anxious about failing as entrepreneurs than men are. Previous stud-
ies also indicated that women perceive risk aspects as dominant during
crisis periods—in other words, that women prioritize decisions and
action to reduce risks (Cacciotti et al. 2016; Lee et al. 2020).

Corresponding analysis at the industry level shows that business lead-
ers in the hotel and restaurant industry have a concern about failing as
entrepreneurs to a much greater extent than in the other three industries.
We have also previously noted that the proportion of women as opera-
tional leaders for companies in the hotel and restaurant industry is sig-
nificantly higher than in the other industries, which is also the main
reason why women have a greater presence and thus a higher degree of
worry about failure in the future when all companies are included in the
analysis.



7 Experiences of Small Businesses Due to the COVID-19 Pandemic 155

Similarly, studies have found that financial crises, sharp economic
downturns and natural disasters can affect entrepreneurs’ motivation to
run companies. Our study shows that men in the role of operational
business leaders have a higher motivation than female leaders to run their
business after the ongoing coronavirus pandemic. It should be noted,
however, that the motivation of both men and women has decreased
rather than increased, and that the motivation of female business leaders
has decreased the most.

As can be seen, the workforce has decreased in companies led by both
women and men, by 299 and 657 people, respectively. Employment has
increased by almost 300 people in the industry category where compa-
nies have a close connection to higher technology. As expected, the reverse
is true for companies in the hotel and restaurant industry, which have
seen a reduction in employment corresponding to 877 people.

The number of employees in the smallest size class, 5-9 employees, has
decreased by 666 individuals and about half that number is among com-
panies with 10-19 employees. The largest companies included in the
study have increased marginally in size, measured by the number of
employees. The two regional categories, large cities and larger cities and
the surrounding area, have both been reduced in staff by up to 500 peo-
ple each. However, the regional grouping of smaller cities and towns and
the surrounding area has virtually maintained the same level of employ-
ment over the past nine months. It can also be seen that the group with
the oldest companies, established in 1990 or earlier, together has increased
its number of employees by 170 people, while the younger companies
have decreased by 5-600 employees.

7.11 Conclusions

The purpose of this chapter is to assess how the pandemic has affected
Swedish small businesses in four sub-industries. There is specific interest
in highlighting differences and similarities between women’s and men’s
entrepreneurship within different classification bases, based on responses
from 228 women and 972 men who had the role of operational business
leaders and/or owners. The shares regarding men and women depend on
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how many of each gender is represented in the various sub-sectors, of
which there are two in the manufacturing industry and two in the service
sector. In the various sub-sectors, women’s shares vary between 13% and
28%, with the lowest shares in manufacturing industries and the highest
share in the hotel and restaurant sub-sector. This report analyses the simi-
larities and differences between companies run by women and men, how
small businesses have taken advantage of possible government measures,
the significance of these measures and how these entrepreneurs perceived
the future prospects of the pandemic’s effects over six to seven months
from March to October 2020.

7.11.1 The Total Effects of the Pandemic Varied
Greatly between Sub-Sectors, but the Total
Effects on Employment Were Limited

The 1200 small businesses interviewed employed a total of about 15,000
people. Compared with 2019, the companies as a whole reduced employ-
ment in 2020 by approximately 6% or just over 950 people. The smallest
companies lost the most employees, while companies in the largest size
class saw a slight increase. On the one hand, there were fewer employees
in small companies with women as leaders, which relatively means a
greater effect than for men, because women relatively dominate in the
smallest small companies. Men in the role of business leaders, on the
other hand, dominate in, for example, the sub-industry of manufacturing
with high and medium-high technology, an industry that has increased
employees during the same period. In terms of sub-sectors, the largest
reductions have taken place in hotels and restaurants.

7.11.2 Small Businesses Stated that they Benefited
Greatly from State Support Programmes

Ranked by utilization rate, cost-cutting support was the most widely
used. Such support mainly comprised reduced employer contributions
(88%), compensation for sick pay costs (65%), short-term layoffs (47%)
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and adjustment support (18%). There were also deferrals of VAT and
employer contributions (17%), a programme that provided opportuni-
ties to postpone costs. The lowest utilization rate was found for the finan-
cial support with a government loan guarantee. For the latter, one reason
for the low rate is that eight out of ten small companies reported that
external financing was not relevant during the pandemic.

Proportions of companies stating that support was of great or decisive
importance varied between 58% and 87%. There were no differences
between women and men in terms of utilization rate, except that women
had a higher utilization rate for adjustment support and, to a greater
extent than men, believed that the programmes were of decisive impor-
tance to the company. It was mainly companies with poorer financial
development that requested state aid, which is natural.

7.11.3 In some Areas, there Were Significant
Differences between Women and Men

For our selected sub-industries, there were some significant differences
between women and men. This was the case in manufacturing, where
men in the role of business leaders are dominant; and in the hotel and
restaurant sub-industry, where women are overrepresented, men consid-
ered to a greater extent that their motivation was unaffected by the pan-
demic, while women believed that their motivation had decreased.
Similarly, women reported to a greater extent than men that their fear of
failure as an entrepreneur had increased. There is, of course, a connection
between entrepreneurs reporting reduced motivation and increased fear.
In addition, women-led companies have lower turnover and fewer
employees than companies with men as business leaders. Women are also
overrepresented in management roles for younger companies. The pro-
portion of women with a foreign background who are entrepreneurs is
lower than the corresponding proportion for men.
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7.11.4 For Most Comparisons between Women
and Men, there Were no
Significant Differences

There were a number of areas where comparisons between women’s and
men’s entrepreneurship showed no significant differences, such as between
different regions in the country; in terms of how small businesses perceive
that the state has helped them cope with the effects of the pandemic;
regarding the need for new skills, where both groups (80%) say that there
is no such need; and with regard to new business opportunities, with
both genders to the same extent (about 40%) stating that they see such
opportunities.

In previous research, there are summaries of similarities and differences
between men and women as small businesses, see, for example, Holmquist
and Sundin (2015). Our study used four sub-industries, two in the man-
ufacturing industry and two in the service sector. There were more female
than male small entrepreneurs in the two studied service industries and
more men than women in the manufacturing industry compared with
their relative share in the total sample. This was despite the fact that we
chose a lower limit of at least five employees when selecting companies
for the sample, but like the study above, we saw greater similarities
between women and men than differences. Some further examples of this
are the following,.

There were no differences between women and men regarding the pos-
itive or negative effect of the pandemic. The majority of both genders
feared a negative impact. The proportion of entrepreneurs who believed
that motivation had increased was equally large for both genders. Just
over four out of ten women and men had reduced or waived salaries or
other remuneration during the pandemic, and in the sub-sector hotels
and restaurants, this figure was seven out of ten for entrepreneurs of both
genders. There were no differences between regions, number of employ-
ees or age of the entrepreneurs.

Additional areas where we did not see differences between men and
women were in their perception of the pandemic’s effect on liquidity and
profitability, the ability to recruit staff and obtain external financing,
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assessment of the effects of government measures, the effect on sales and
order intake and how entrepreneurs viewed future uses of different digi-
tization possibilities.

Our conclusion from this is that there are more similarities than differ-
ences and that it is, therefore, exciting in the future to analyse in more
detail  similarities between effects for womens and men’s
entrepreneurship.

References

Brown, R., & Rocha, A. (2020). Entrepreneurial uncertainty during the
COVID-19 crisis: Mapping the temporal dynamics of entrepreneurial
finance. Journal of Business Venturing Insights, 14, €00174.

Cacciotti, G., Hayton, J. C., Mitchell, J. R., & Giazitzoglu, A. (2016). A recon-
ceptualization of fear of failure in entrepreneurship. journal of Business
Venturing, 31(3), 302-325.

Carstensen, L. L., Shavit, Y. Z., & Barnes, J. T. (2020). Age advantages in emo-
tional experience persist even under threat from the COVID-19 pandemic.
Psychological Science, 31(11), 1374-1385.

Cowling, M., Marlow, S., & Liu, W. (2019). Gender and bank lending after the
global financial crisis: are women entrepreneurs safer bets?. Small Business
Economics, 1-28.

Davidsson, P (2020). Guidepost: Look out! See change? Sea change ahead!
Academy of Management Discoveries, 6(3), 321-324.

Eurostat. (2016). Aggregation of manufacturing based on NACE Rev 2.
Aggregations on services based on NACE Rev 2.—https://ec.europa.cu/euro-
stat/cache/metadata/Annexes/htec_esms_an3.pdf.

Holmquist, C., & Sundin, E. (2015). 25 dr med kvinnors foretagande: Frin osyn-
ligt till drivkraft for tillvéixt. Stockholm: Tillvixtverket.

Kuckertz, A., Brindle, L., Gaudig, A., Hinderer, S., Morales Reyes, C. A.,
Prochotta, A., Steinbrink, K. M., & Berger, E. S. C. (2020). Startups in times
of crisis—A rapid response to the COVID-19 pandemic. Journal of Business
Venturing Insights, 1, ¢00169.

Lee, C. K., Cottle, G. W., Simmons, S. A., & Wiklund, J. (2020). Fear not,
want not: Untangling the effects of social cost of failure on high-growth
entrepreneurship. Small Business Economics.


https://ec.europa.eu/eurostat/cache/metadata/Annexes/htec_esms_an3.pdf
https://ec.europa.eu/eurostat/cache/metadata/Annexes/htec_esms_an3.pdf

160 H. Boter et al.

Malmstrom, M., & Wincent, J. (2018). Bank lending and financial discrimina-
tion from the formal economy: How women entrepreneurs get forced into
involuntary bootstrapping. Journal of Business Venturing Insights, 10, 1-8.

Manolova, T. S., Brush, C. G., Edelman, L. E, & Elam, A. (2020). Pivoting to
stay the course: How women entrepreneurs take advantage of opportunities
created by the COVID-19 pandemic. International Small Business Journal:
Researching Entrepreneurship, 38(6), 481-491.

McGrath, R. G. (2010). Business models: A discovery driven approach. Long
Range Planning, 43(2-3), 247-261.

Newman, A., Mole, K. E, Ucbasaran, D., Subramanian, N., & Lockett,
A. (2018). Can your network make you happy? Entrepreneurs’ business net-
work utilization and subjective well-being. British Journal of Management,
29(4), 613-633.

Reymen, M. M. J., Adries, P, Berends, H., Mauer, R., Stephan, U., & Van
Burg, E. (2015). Understanding dynamics of strategic decision making in
venture creation: A process study of effectuation and causation. Strategic
Entrepreneurship Journal, 9, 2351-2379.

Sarasvathy, S. D. (2001). Causation and effectuation: Toward a theoretical shift
from economic inevitability to entrepreneurial contingency. Academy of
Management Review, 26(2), 243-263.

Thorgren, S., & Williams, T. A. (2020). Staying alive during an unfolding crisis:
How SMEs ward off impending disaster. Journal of Business Venturing Insights,
14, e00187.

Wennberg, K., Pathak, S., & Autio, E. (2013). How culture moulds the effects
of self-efficacy and fear of failure on entrepreneurship. Entreprencurship &
Regional Development, 25(9-10), 756—780.

Wenzel, M., Stanske, S., & Lieberman, M. B. (2020). Strategic responses to
crisis. Strategic Management Journal, (March), 7-18.



Part lli

CSR, Large Companies and
COVID-19



®

Check for
updates

8

Corporate Sustainability and COVID-19
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for Sustained Linkages Between
Philanthropy and CSR Practices
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8.1 Introduction

The unprecedented pandemic of 2020 has triggered global responses
from companies and various charitable donations to government and
development agendas. This chapter examines such donations through the
lens of corporate sustainability. Corporate sustainability (CS) and
Corporate Social Responsibility (CSR) will be used in this chapter as
alternative themes on the same subject matter. The specific focus of the
work is to examine whether the recent type of corporate philanthropy
within CS bears any linkages to a more sustainable approach relevant for
African human development. This chapter is written during the
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pandemic so it takes an evaluative approach of actions carried out so far,
while making potential suggestions for the future.

Corporate sustainability and COVID-19 responses are best examined
in context. The context examined in this chapter is West Africa. West
Africa is a key region of Sub-Saharan Africa located towards the Western
end of the continent covering 8 million square kilometres of diverse eco-
systems and roughly % of the African continent. (USGS, EROS 2020) It
has a population of over 391 million (UN 2019) within 17 countries
(UN STATS 2020) including Benin, Burkina Faso, Cabo Verde, Cote
d’Ivoire, Gambia, Ghana, Guinea, Guinea-Bissau, Liberia, Mali,
Mauritania, Niger, Nigeria, Saint Helena, Senegal, Sierra Leone and Togo
(although the economic union, ECOWAS membership list does not have
Mauritania [left in 1999] or the British Overseas Territory of Saint
Helena). The World Bank in its overview of Western and Central Africa
notes, ‘With 12% of its population being under the age of 15, Western
and Central Africa has one of the youngest populations in the world’
(World Bank 2020).

A majority of these West African countries are resource-rich and rely
on the export of commodities and dominant industries in the commodi-
ties sector. This fuelled high growth in the mid-2000s before a downturn
recently following the fall in commodity prices (World Bank 2020). In
spite of this potential, there is a significant underperformance in human
development with significant gaps in education, health and skills. The
Human Capital Index evidenced that under current conditions, children
born in Sub-Saharan Africa today will only reach 40% of their productiv-
ity potential in adulthood due to deficits in human capital investment
(World Bank 2020).

Since the late 1990s, the conception of the state’s role in development
has changed, alongside privatization and liberalization policies came the
realization that with the changing context came changing responsibilities
for both states and businesses (World Bank 1997). This coincides with
the rise of CSR as a concept alongside complementary themes such as
corporate social performance, corporate citizenship and corporate sus-
tainability. This reflects the expectations that private enterprises would be
made to take into account the public interest, because they have gained
much more influence over hitherto public spheres, and thus re-evaluate
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their relationship with society (Lydenberg 2005). It has been stressed that
‘in Latin American and Africa, nations dismantled trade barriers and
adopted stringent controls on government spending in the hope of mak-
ing rapid strides to end poverty’ (Lydenberg 2005, p. 10). This aspiration
did not materialize, instead it has become evident that the multi-
stakeholder partnership approach targeted at development goals is neces-
sary. The UN SDG 17 focused on capacity building, and multi-stakeholder
partnership for achieving the sustainable development goals acknowl-
edges this new role.

There is evidence that corporate philanthropy is the dominant type of
CSR on the African continent (Benon-be-isan Nyuur et al. 2014)
(Idemudia 2014). This chapter seeks to re-evaluate the role of such cor-
porate philanthropy in the light of the COVID pandemic and suggest
potential ways in which such responses can be embodied in sustained
corporate responsibility practices geared towards sustainable human
development.

It will examine: CSR types with a focus on corporate philanthropy,
COVID private sector coalition platforms set up in two West African
countries, specific company philanthropy examples and any emerging
linkages with sustainable development agendas. The chapter will indicate
the potentials and limitations of existing corporate giving and how evolv-
ing post-COVID corporate practices may lead towards better
sustainability.

8.2 CSR Typology: Philanthropy to Sustained
CSR Strategy

CSR and Corporate Sustainability (CS) are not mutually exclusive,
instead they are two themes which refer to complementary aspects of the
business and society relationships. Deloitte (2020) points that
‘Sustainability is a comprehensive approach to management of organiza-
tions which is focused on creating and maximizing long-term economic,
social and environmental value. It is a response to the challenges of the
modern world facing organizations from the public and private sectors’
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(2020). There is a slightly different historical use of the paradigm with
CSR emerging more from the social concerns of companies and sustain-
ability from environmental and sustainable development concerns; how-
ever, recent research indicates that shared environmental and social
concerns mean that there is convergence. Montiel (2008) points out this
overlap: ‘In CSR, environmental issues are a subset of a broader social
performance dimensions. In the CS field, the social dimension has
become an increasingly important part of the sustainability paradigm’
(p. 260). Therefore, this chapter will use both terms interchangeably.
Within CSR, Carroll (1991) posits the four-level CSR pyramid with eco-
nomic responsibilities, legal responsibilities, ethical responsibilities and
finally philanthropic responsibilities. He makes the point that CSR
includes philanthropic responsibilities but it’s not limited to them.
Therefore, although philanthropy is the dominant aspect of CSR in
Africa, this is not the entire aspect of CSR. There are also legal, economic
and ethical responsibilities within CSR which do not overlap with phil-
anthropic responsibilities. These would also include both mandatory and
voluntary obligations. Carroll (1991) defines philanthropy as: ‘corporate
action that are in response to society’s expectations that businesses be
good corporate citizens (p. 42). Therefore, he accepts that philanthropy
is more discretionary or voluntary on the part of business, although soci-
ety has an expectation of such action.

This predominance of corporate philanthropy is not uncritically
accepted because the dominant use of the language and philanthropy can
co-mingle with generalized images of Africa as a charity case. Ahen and
Amankwah-Amoah (2018) point out: “That CSR in Africa must mostly
be represented as, or has the image of, charity is a false equivalence that
tricks students, stakeholders, and other practitioners into misdiagnosing
the real ethical and environmental responsibilities, and prevents them
from offering the real solutions’ (p. 12). Whilst this may not always be
the case, it is a worthwhile caution which implies that analysis of philan-
thropic action must take account of its part within a plethora of holistic
responsibilities which fall within other aspects of the four-level pyramid.
Therefore, philanthropy in its use can be used defensively, strategically or
positively. Chen et al. (2008) suggest that corporate philanthropy within
this CSR mix may act, on the one hand, as corporate social performance
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discretionary activity at the top of Carroll’s CSR pyramid reflecting posi-
tive corporate social performance, or on the other hand, ‘as a legitimiza-
tion tool’ where ‘firms with poor social performance in other areas,” make
a charitable contribution in order to offset negative impacts on their
legitimacy (p. 134).

Helly (2013) proposes three general archetypes of philanthropy in
Africa: (1) foreign philanthropy by non-African private givers applying
their own model, (2) African philanthropy on the model of Western
organizations and (3) African philanthropy based on African re-
distributive practices. He identifies complexity and trends which may
produce a more transformative model. This would include a closer con-
nection between philanthropy and an inclusive African growth agenda, as
well as technological innovations and their impact on practice (pp. 4-5).

In addition, Ahen and Amankwah-Amoah (2018) propose five arche-
types of corporate or organizational philanthropy: transformational phi-
lanthropy, boutique philanthropy, status quo philanthropy, soothing
philanthropy and natural philanthropy

Transformational philanthropy: eradicating unfavourable initial conditions by
targeting underdevelopment and establishing innovative changes, e.g., scholar-
ships, grants for research and innovation, seed funds for entrepreneurs, Marshall
Plans (massive amounts of money from the US to Germany after the WWII).

Boutique philanthropy: mainly a legitimating tactic to hide or divert atten-
tion from insidious acts or as a damage control.

Status quo philanthropy: aims at maintaining the original conditions that
necessitated help in the first place. For example, supporting projects that give
legitimacy for the continual presence of firms in controversial extractive deals or
military operations with a human face but maintain continued exploitation
(e.g., via lobbying powerful people and governments).

Soothing philanthropy: temporarily helping those that are affected by unpre-
dictable circumstances (e.g., hurricanes, floods, fires, earthquakes) in order to
gain PR points but also as a genuine act to support local communities. It does
not stop the hurricanes or possible weather modification programs, or in case of
city floods, it does not question constructions on water ways.

Natural philanthropy (intra-human duty of care): is the ‘Mother Theresa’
type of genuine charity by rich or less wealthy persons (sometimes even anony-
mous), churches or non-highly bureaucratic NGOs, or individuals with a call-



168 A. Okoye and I. Nwagwu

ing, assisting individuals, e.g., children, aged or physically challenged who may
not ever be able to fend for themselves. Notice that this is the genuine philan-
thropy that asks nothing back. (p. 17)

This typology characterizes some of the complexity that exists within
corporate philanthropy. Transformational philanthropy becomes an ideal
type, where there is the potential for targeting underdevelopment and
helping innovative change. In the face of the pandemic, many funds have
been set up and donations received. However, it is necessary to examine
these developments as one would seek to avoid a soothing philanthropy
which does not address the root causes of the issues, in this case the health
systems deficit, education gap and lack of infrastructure, rather it could
be a short term genuine act of support without a transformative potential.

8.3 COVID Responses: Country Level

Nigeria and Ghana have had some significant impact from COVID-19.
A UNICEF situational report of June 2020 states: ‘As of 15th June 2020,
Ghana remained the second most impacted country in the West and
Central African region after Nigeria, ranking third in the number of
cumulative cases in the WHO Africa region, following South Africa and
Nigeria. The number of people confirmed to have contracted the corona-
virus in Ghana now stands at 11,964’ (UNICEF 2020).

In Nigeria the Private Sector Coalition Against COVID-19
(CACOVID, Nigeria) and in Ghana COVID-19 Private Sector Fund
were set up in response to the unprecedented pandemic which affected
both countries in 2020. CACOVID Nigeria was formed on 26 March by
an initiative led by Aliko Dangote (reputed as Africa’s wealthiest man and
backed by Access Bank Group, Zenith Bank, Guaranty Trust Bank, and
several others, all part of Nigeria’s private sector; Africa Business Magazine
2020). CACOVID describes itself as “The Coalition Against Covid-19
(CACOVID) is a Private Sector task force in partnership with the Federal
Government, the Nigeria Centre for Disease Control (NCDC) and the
World Health Organisation (WHO) with the sole aim of combating
Coronavirus ~ (COVID-19) in  Nigeria (2020 CACOVID
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website CACOVID (2020b)). The total contribution as of 30 June 2020
stands at roughly USD 79 million (CACOVID list of contributors 30
June 2020). Although donations have come from a diverse range of orga-
nizations, the partnership appears driven by the wealthy dominant share-
holders of indigenous companies. The report notes that major private
players include ‘Segun Agbaje (Guaranty Trust Bank), Jim Ovia (Zenith
Bank), Herbert Wigwe (Access Bank), Tony Elumelu (United Bank for
Africa), Abdulsamad Rabiu of BUA Group, Folorunsho Alakija of Famfa
Oil Limited, Oba Otudeko (First Bank), Femi Otedola of Amperion
Power, billionaire businessman Mike Adenuga of Globacom and the
Nigeria Deposit Insurance Corporation have provided $2.59m each. The
Nigerian National Petroleum Corporation alongside some oil companies
has pledged $30m to the Nigeria Centre for Disease Control to improve
patient care, medical supplies and equipment (Africa Business
Magazine 2020).

The mission and focus are on health: ‘provide direct support to private
and public healthcare’s ability to respond to the crisis by providing funds
to set up several testing, isolation and treatment centres in all geo-political
zones; aggressively increasing general public’s awareness, education and
buy-in to prevent panic and resulting chaos’ (2020 CACOVID web-
site CACOVID (2020b)). The direct focus is on the provision of medical
facilities in the six geopolitical zones. These appear to be COVID-specific
treatment centres which will ‘involve the creation of testing, isolation and
treatment centres, and include the provision of Intensive Care Units
(ICUs) and molecular testing labs’ (CACOVID Press release 3,
2020 CACOVID (2020a)). The website contains pictures of isolation
centres built in Yaba, Lagos.

This coordinated and immediate response will provide immediate
short-term relief and enhancement of the capacity of the country to deal
with COVID-19; however, there is not yet any evidence of how this will
fit into a long-term capacity enhancement for Nigeria.

Nigeria with a population close to 200 million has approximately 5%
health insurance coverage (Awosusi et al. 2015). Nigeria is a federation of
36 states and a Federal Capital Territory by virtue of the 1999 Constitution,
having also 768 local governments and 6 area councils (Omar 2012).
Therefore, there are three tiers of health care—federal, state and local
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authority (Scott-Emuakpor 2010). The WHO observes that there is also
a human resources challenge in this area, because, while Nigeria has a
large stock of health care professionals, they are densely located in urban
areas (2020). Nigeria also recognizes three modes of health care delivery:
orthodox, alternative and traditional (WHO 2020). There is also a major
health care infrastructure deficit with very low bed per thousand popula-
tion—0.9 in 2015 (PWC 2016). On the one hand, the potential for
public-private partnerships to boost provision of health care infrastruc-
ture and provision had already been noted prior to the COVID pan-
demic; however, there is some doubt that the narrow scope of CACOVID
will ameliorate or impact heavily on this agenda.

On the other hand, Ghana is by virtue of its 1992 Constitution, a
unitary republic with features of decentralization (Antwi-Boasiako 2010).
The country has 16 Administrative regions, with the capital of the coun-
try as Accra city (Sarfo and Karuppannan 2020). Ghana has an estimated
population of about 30 million with a moderately successful health care
system. It has over 50% health insurance coverage (Drislane et al. 2014).
Nevertheless, there is also an urban concentration of facilities and provi-
sion of health care. The Ghana COVID Private Sector Fund was set up
by the business community in response to the anticipated shortfall and
missed targets in health by the government of Ghana (GoG). Specifically,
the rationale was ‘for the private sector to support the GoG effort to win
the C-19 War’ (Ghana COVID-19 Fund website 2020). Therefore, they
aim ‘to partly finance GoG’s interventions and equip select health service
and supply chain facilities and activities in the fight against Covid-19’
(Ghana COVID-19 Fund website 2020).

This is similar to the approach taken in Nigeria although it is more
explicit on the facilitative role it seeks to play in support of government
effort. The scope is still COVID-specific. The fund just completed
Ghana’s first infectious disease centre in July 2020, located within the Ga
East Municipal Hospital Accra and intends to construct similar facilities
in other regions such as Kumasi, Tamale and Takoradi (Aug 2020,
GhanaCovid19Fund News).

Overall, both country-level coalition responses represent emergency
responses to an unprecedented pandemic but they also highlight three
potential key developments which could have sustainable future
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implications. These are, firstly, the large-scale involvement of indigenous
small and medium-sized enterprises (SMEs) in the private sector
responses; secondly, the creation of a collaborative partnership based
platform; and thirdly the presence of long-term and short-term objectives.

8.4 COVID-19 Responses:
Institutional Practices

This next section of the chapter explores illustrative cases of large multi-
national enterprises’ (MNES) response—Lafarge in Nigeria and Unilever
in Nigeria and Ghana—in terms of their approach to and practice of
corporate social responsibility and sustainability, their response to the
COVID-19 crisis in a complex environment marked by deepening pov-
erty and climate change issues. These examples are chosen as indicative of
MNE:s active in the West African region.

With tens of thousands of employees and businesses that span diverse
supply chains across the globe, these companies have inevitably encoun-
tered setbacks and occasionally taken deliberate missteps leading to nega-
tive impacts on society. However, these large companies have a stated
intention of integrating sustainability into their core values, not only
from a sense of ethical correctness but also from a recognition that it
makes good business sense to do so in a competitive global environment.
In the competitive global marketplace, stakeholder value—based on the
economic, ecological and social impacts a company has on a range of
stakeholders—is increasingly recognized as a way to achieve competitive
advantage.

The COVID-19 crisis provides a perfect setting in which to consider
the corporate social responsibility tenets and practices of these companies
and what that might portend for the future. Moreover, what these giant
companies say and do with respect to their corporate social responsibility
is highly influential in the business landscape of emerging market econo-
mies such as Nigeria, where over 90% of the ecosystem is made up of
small and medium enterprises employing less than ten people. Many of
the latter companies are also at the early stages of formally
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institutionalizing corporate social responsibility and sustainability frame-
works and to some extent consider companies such as Lafarge and
Unilever as exemplars in the field of sustainability. In exploring Lafarge
Africa and Unilever as illustrative cases, we offer some initial examination
of how the COVID-19 pandemic has influenced CSR and
sustainability.

8.4.1 Lafarge Africa Plc.

Lafarge Africa Plc. is a leading building materials company, specializing
in building materials across Africa. The company is a member of the
LafargeHolcim Group, a global industry leader in the manufacture of
cement, aggregates and concrete. The company has been profitable over
much of its history, since 1833, with a third of its sales coming from
markets outside of Western Europe and North America. Over half of
these were in Africa and Asia Pacific countries such as Bangladesh,
Morocco, Zambia and China (Laszlo 2008). Lafarge’s presence in Nigeria
and similar emerging markets presents a unique set of social challenges
including land use and pollution issues in relation to poor local popula-
tions faced with new cement plants or quarries, avoiding corruption
practices and respecting labour standards, and modernizing old cement
plants with workforce reduction involving hundreds of employees. To
give an example: it was sued in the Federal High Court, Abeokuta Nigeria
in 2019 by the Ewekoro community of Ogun state, Nigeria, for alleged
pollution by cement dust (Ramon 2019).

Lafarge Africa Plc., sustainability practices are driven by the
LafargeHolcim Group’s Sustainability Strategy—(The 2030 Plan—
Building for Tomorrow) This encapsulates the company’s approach to
navigating these myriad challenges and making its operations more sus-
tainable in an industry perceived as being both dirty and energy inefh-
cient. The strategy revolves around four areas—Climate, Circular
Economy, Environment and Community. The strategy aligns with the
majority of the United Nations Sustainable Development Goals and
reports using the Global Reporting Initiative’s (GRI’s) G4 reporting stan-
dard. Lafarge in Nigeria participates actively with other businesses
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through the United Nations Global Compact, as well as the United
Nations Private Sector Advisory Group, to drive its sustainability frame-
work on a collective platform. The COVID-19 crisis would cause the
company to publicly restate its corporate social responsibility position.

Lafarge Africa would find itself at the centre of the Coronavirus crisis
when on 27 February 2020, Nigeria recorded its index case of the virus
in the person of an Italian man who had visited a Lafarge factory as a
vendor of one of the company’s suppliers (Reuters 2020). The company
was thrust into the arena of action against coronavirus as its public per-
ception weighed heavily against its corporate image and its share prices
fell on the Nigerian Stock Exchange. Lafarge Africa CEO contested
assumptions that the company’s tumbling share prices had anything to
do with the negative press associated with the coronavirus index case.
Faced with negative press, the company proceeded to make a targeted
and very visible response to the coronavirus pandemic. It leveraged its
vast resources to shut down facilities where employees had been exposed
to the virus through the index case, a process of shutdown that would
prove more painful to smaller companies in the region when the govern-
ment eventually enforced lockdowns.

Lafarge Africa went further to convert two of its facilities to isolation
centres, provided infrastructural support such as ambulances, generators,
personal protective equipment for health personnel to states where their
facilities are located. They also contributed an N500 million intervention
fund to provide medical infrastructure, food and essential medications to
its host communities. In the second phase of the intervention, Lafarge
distributed food and medical supplies to its host communities targeting
60,000 beneficiaries across 10,000 families.

Lafarge Africa CEO, El Dokani said:

“Lafarge’s intervention is built on the insight that a combination of interven-
tions is required to contain the spread of COVID-19”. He said that these criti-
cal interventions include providing personal protection equipment for the
medical staff who have to come into close contact with COVID-19 patients, the
provision of testing kits which enable the quick identification and isolation of
infected people, ambulances to safely transport infected people and the provision
of decent isolation centres to accommodate them. He further commented on
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Lafarges intervention, “The fight against COVID 19 will be won only if this
trio is effectively deployed -testing kits, protection equipment and isolation
facilities. Lafarge Africa is determined to work with Nigerians and the Nigerian
Government in the fight against COVID-19 in Nigeria.” (Thomas 2020)

In the wake of the coronavirus, Lafarge Africa was forced to ramp up
its social investments and target them for emergency food aid as well as
health and safety measures. At least momentarily, the broader focus of its
corporate social responsibility in the country would narrow, deprioritiz-
ing for the moment the company’s long-term commitment to education,
public health broadly, affordable housing, environment, climate and cir-
cular economy. The temporarily de-prioritized areas remain key parts of
Lafarge’s corporate social responsibility vision but were not focal points
of attention in the Coronavirus crisis. Below is a description of the other
areas Lafarge regularly acts within its corporate social responsibility
framework.

The strategy for social investments in Lafarge is informed by their sus-
tainability ambitions. Under the Communities’ pillar, localization of the
plan in Nigeria focuses the commitment to four sub-pillars: Shelter/
Infrastructure; Education; Health and Safety; and Economic
Empowerment.

In recent years, as concerns about the impact building materials can
have on the environment have grown, efforts have been made to make
firms in the sector address and reduce their emissions. According to a
2018 report by the think-tank Chatham House, over 4 billion metric
tons of cement are produced annually which accounts ‘for around 8% of
global CO, emissions.” Lafarge Africa attempts to reduce the CO, emis-
sions associated with its production of cement in Nigeria as well as the
impact of that process on the lives of local communities surrounding its
plants.! Lafarge continues with a focus on thermal substitution rates (use

'A chemical reaction occurs when the raw material (limestone—CaQj;) is converted into lime —
CaO, used for clinker in the kiln at an extremely high temperature. Lafarge uses the Clinker factor
management, which enhances assessments for improvement; partial substitution of clinker in final
cement products with alternative mineral components such as fly ash. This reduces the carbon
emissions from mining new resources and emissions from the chemical process of calcination.
Fossil fuel burning, Burning of fuels required to heat kilns to the high temperatures is needed for
the calcination process.
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of alternative fuels like biomass) within manufacturing processes. Lafarge
Africa has also been exploring alternative ‘zero waste’ fuel options, inject-
ing agricultural waste (biomass) into their cement kilns as an alternative
energy source.

Waste materials are co-processed as alternative energy and raw materi-
als for different aspects of the cement manufacturing process. The pur-
chase of biomass from local suppliers has created new streams of income
for local companies and impacted the livelihood of hundreds of Nigerians.
Beneficiaries include waste gatherers, collectors and transporters, amongst
others. Lafarge Africa Plc. works with local suppliers (SMEs) to ensure
that goods supplied—that is, raw materials and waste products—meet
international quality standards.”

Lafarge adopts a strategic approach to collecting, transporting, pro-
cessing, recycling and disposing of different types of waste within plants
and offices. Lafarge plants have waste management procedures that are in
line with national environmental (waste and sanitation) regulations.

Lafarge can demonstrate corporate investments in food aid and health
and have expanded dramatically in two states hosting Lafarge facilities,
and a comprehensive approach to the pandemic is shown in these areas
by the company. However, there is a need to (perhaps in collaboration
with other companies through PSAG and UNGC local network) geo-
graphically broaden what appears to be a model holistic approach to
addressing coronavirus impacts across the country. Furthermore, compa-
nies must also not lose sight, in focusing on the pandemic, in supporting
routine health services such as maternal and child health services. There
is evidence of drop in vaccinations, antenatal services and care for persons
suffering endemic diseases such as malaria, tuberculosis and HIV as the
focus of public health resources and attention moves to the coronavirus
(Hogan et al. 2020). Areas of corporate social responsibility related to the
environment and circular economy still need to be front and centre of
corporate social responsibility in African countries considering that Africa

*Nikoy Nigeria Limited and Al Bari Nigeria Limited are examples of such SMEs. Nikoy is a bio-
mass waste collection Company that generates income through the collection of waste (palm kernel
shells used in the Geocycle solution for heat production). Al Bari is a waste collection company that
sources various biomass types from communities across the Country and supplies to Lafarge
Africa Ple.
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is the continent most negatively impacted by climate change and that this
is more strategically linked to the company’s business objective and exper-
tise. Following the analogy above this may be classed as a soothing phi-
lanthropy which is not yet on the threshold of a transformational
philanthropy.

8.4.2 Unilever

Unilever is a consumer goods company whose products include house-
hold items, beauty, personal care products, pharmaceutical products,
food items, and many more. Unilever operates in over 100 countries
including Ghana and Nigeria.

Unilever has three big goals under its global Unilever Sustainable
Living Plan (2010) to achieve social, environmental and economic per-
formance across the value chain, underpinned by nine commitments and
targets. They are also focused on those areas that can drive the biggest
change and support the UN Sustainable Development Goals (SDGs).
The three big goals include the following:

(a) Improving health and well-being for more than 1 billion by 2020
(b) Reducing environmental impact by half by 2030 and
(c) Enhancing livelihoods for millions

Unilever is particularly well placed as its core products include soaps,
and this has allowed it to partner with UK Department for International
Development for a COVID-19 handwashing campaign (Unilever 2010).
This is tailored to specific countries across Africa including Ghana.
Unilever confirms: ‘the initiative — backed by £50 million [roughly USD
70 million) each from Unilever and UK aid—will support programmes
aimed at raising awareness and changing behaviour, to make sure people
are washing their hands with soaps regularly and disinfecting surfaces’
(Unilever 2010).

With the onset of COVID-19, the company also commenced dona-
tion of its food and hygiene products in Nigeria and Ghana (GhanaTimes
2020; Marketscreener 2020). The rationale for Unilever’s donations can
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be found in statements by the Director of Corporate Affairs and
Sustainable Business, Ghana and Nigeria. She states that ‘as a purpose
driven organization, we understand the need for proper hygiene during a
crisis of this nature. We are also aware that the restriction of movement
has affected the livelihood of many and that is why we are sending food
and hygiene products worth 200 million Naira [roughly USD 500,000]
to Nigerians who need them’ (Marketscreener 2020). The donations were
made in collaboration with Ministries of Health in Ogun and Lagos and
other states, as well as non-profit organizations with direct access to vul-
nerable populations.

Operationally, specific protocols were outlined for staff to ensure the
utmost safety of staff and the communities. They include the prohibition
of travel staying at home if experiencing flu-like symptoms, maintaining
hygiene and social distance with customers, office-based staff working
from home, using sanitizers and many more. Field sales employees were
required to connect with customers virtually wherever possible and mini-
mize the use of public transport, if a customer visit is necessary (Unilever,

COVID Disclosure 2020).

8.4.3 Lessons from the lllustrative Cases

Overall, Lafarge and Unilever advance a clearly defined formal sustain-
ability and corporate social responsibility agenda, tackling major chal-
lenges facing emerging markets that include health and well-being,
climate and energy, environment, communities. These organizations also
leverage global frameworks within their CSR scheme, such as the United
Nations SDGs, GRI and participate in global networks such as the
United Nations Global Compact (UNGC) and PSAG. Unilever focuses
on health and well-being, livelihood and environment. Lafarge deals with
manufacturing building products while Unilever produces mainly food,
personal and household items. However, in the face of COVID responses,
it is still an emerging picture which indicates cooperation with some rel-
evant stakeholders in areas of expertise developed pre-COVID.

There is an existing framework of corporate social responsibility incor-

porated into both companies, and, with the COVID outbreak, there has
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been a greater wave of philanthropic activities in both companies. They
have deployed corporate philanthropy in saving lives and livelihoods
through food aid, monetary and product donations, as well as health
provision in the current climate. As economic recession takes hold in the
region, the question is to what extent these companies can continue to
provide these interventions to support the social safety net for the poor
and vulnerable whilst advancing other aspects of their corporate social
responsibility portfolio, particularly commitments related to the climate.
Further, to what extent will the philosophy and forms of corporate sus-
tainability change in response to systemic human capital investment defi-
cits laid bare by the pandemic?

Alongside a health and educational crisis, the COVID-19 crisis has
sparked a food security crisis in Africa, as documented by the World
Bank, with agricultural production potentially contracting between 2.6%
in an optimistic scenario and up to 7% if there are trade blockages. Food
imports would decline substantially (as much as 25% or as little as 13%)
due to a combination of higher transaction costs and reduced domestic
demand (Zeufack et al. 2020). Already Nigeria reports growing food
insecurity and economic challenges resulting from food inflation
prompted by disruptions in the food value chain owing to COVID-19
lockdowns and import disruptions (PWC Nigeria 2020). These patterns
are manifest across the region and in varying forms globally, calling for a
deeper corporate commitment to transformational philanthropy within a
multisectoral framework.

8.5 Conclusion

There is a rise of soothing philanthropic giving, in the face of the unpre-
dictable circumstances of COVID-19. As Ahen and Amankwah-Amoah
(2018) propose, this will gain public relations kudos for the corporations
involved and also arises from a genuine response to the situation.
However, there is a deeper potential to elevate this to transformational
philanthropy, not only by linking with other aspects of CSR—ethical,
legal and economic—but also by linking with wider sustainable develop-
ment goals and seeking truly innovative ways of transforming the lives of
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communities and consumers beyond palliative responses. There are a
number of key observations which indicate prospective potential and fur-
ther scope for future research.

Firstly, the rise of national platforms of public-private partnerships to
tackle the insufficiency of government capacity such as that seen in
CACOVID and Ghana COVID-19 private sector fund can act as an
emerging template for private sector collective action to tackle issues of
public interest. The potential to demonstrate collective goodwill and
community interest and also deliver on government target need areas is
exemplary. This can also be seen in the dominance of indigenous SMEs
in these coalition platforms, and this could become a template for col-
laborative efforts that draw on local content as well as multinational
activity potentially leading to more sustainable Afro-centric practices.
Nevertheless, the actual funds derived and the ability—to maintain
momentum in acquiring such funds outside of the emergency situation
such as COVID—will be ascertained more adequately in future. The
CACOVID funding thermometer indicates approximately 35% achieve-
ment of the 120 billion naira target, with a list of contributors on the
website, as of 30 June 2020.

Secondly, Unilever in its handwashing campaign which brings together
home country development aid body (in this case, UK)—an ethical
aspect and its strategic product (soap)—allows the company to demon-
strate CSR and philanthropy from a basis of its own business capability
and expertise.

Thirdly, the CSR strategy of companies will not prevent legal respon-
sibilities which may arise as communities may still bring class actions on
cases of alleged pollution even where they are in receipt of corporate giv-
ing. This underlies Carroll’s typology of CSR which embodies the legal,
ethical, economic and philanthropic.

Finally, while the immediate short-term response of delivering pallia-
tive care remains important in such a complex environment, with the
immediate needs of communities, whose food security have been severely
affected by COVID-19 and the preventative policies adopted by their
governments. Nevertheless, the long-term sustainability of CSR action in
the face of COVID-19 is a key concern as human development on the
African continent is essential to global SDGs. The potential underlying
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themes of poverty, hunger and vulnerability of health systems exposed by
COVID in this context are long-term challenges. Therefore, the compre-
hensive yet targeted platforms, which the responses provide, could be
translated into wider post-COVID sustainable responses.
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Board Members’ Religious Affiliations
and Corporate Governance Practice:
An Exploratory Study

Rita Goyal, Nada Kakabadse, and Andrew Kakabadse

9.1 Introduction

Globally, the corporate sector is in the midst of an epidemic that shows
little signs of slowing down (Laing and Sigal 2020). Several organizations
have been forced to lay off or furlough their employees; their growth
prospects are significantly stunted; there is a considerable reputational
risk. Still, they need to meet shareholders” expectations (Paine 2020). To
survive such an existential crisis, companies need to reinvent themselves
by resetting their processes (McKinsey 2020). For the UK’s corporate sec-
tor, which was already ailing in the aftermath of the Brexit outcome, the
blow has been crippling (Mahmood 2019). In the post-COVID-19
world, only the companies which evolve with agility will remain
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sustainable (McKinsey 2020). Above all, the COVID-19 pandemic is
precipitating corporate governance rules to be rewritten (Kucera et al.
2020). Hence, corporate Boards need to evolve into eclectic and well-
informed entities in order to lead their companies to sustainability and
long-term success (Barker 2020).

The evolution of corporate governance systems is closely aligned with
their environments cultural settings (Volonté 2015). Institutionalized
religion is perceived as a subset of culture and a sociocultural construct
(Rost 2017; Kim and Daniel 2016). Haluza-DelLay (2014, p. 261) con-
ceptualizes religion as “beliefs, worldviews, practices, and institutions
that cross borders, time and scale from the level of individuals all the way
to transnational and trans-historical movements.” Historically, tenets of
institutionalized religion are claimed to have broadly influenced norms of
corporate governance. For example, rules that emerged in Catholic
orders, such as the distribution of decision-making, responsibilities and
rules, conventions for selection, and the election of leaders and the moni-
toring of their actions, inculcated learnings, innovation, and the ability to
survive in uncertain environments in organizations (Rost 2017).
Protestantism shaped corporate governance practices through the work
ethics of Protestants which led to capitalism, capitalist institutions, and
industrialization in Anglo-American, common law regimes (Weber 1930;
Volonté 2015). Fama and Jensen (1983) later compared Protestantism
with Catholicism and argued in favor of the former for a more positive
impact on corporate governance practices. A relationship between reli-
gion (e.g. Protestantism), as a sociocultural variable, and the level of
agency costs is claimed to lead to more robust corporate governance
regimes (Kim and Daniel 2016). The distinctness of Japanese, American,
and German managerial practices is also attributed to the cultural attri-
butes of religion followed in those regions (Volonté 2015).

The Upper Echelon (UE) perspective (Hambrick and Mason 1984)
recommends that demographic characteristics of corporate elites—such
as their religion and its impact on organizational outcomes—ought to be
explored by organizational researchers (Oppong 2014). Nevertheless,
organizational literature has generally refrained from conducting a
focused study of religion (Rost 2017; Melé and Fontrodona 2017). A

reluctance to pursue such an exploration can be on account of the
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perception that corporate objectives may be in conflict with the tenets of
religion (Harrison 2006) and that religion is too detached from the tra-
vails of corporate governance (Tracey 2012). A small body of recent aca-
demic literature identifies similarities and potential links between religion
and corporate governance practices and establishes the need to further
explore this relationship (Nakpodia et al. 2020). However, the role of
religious affiliations of the corporate elites on corporate outcomes has not
yet been explored. In the study, we answer the research question: “How
do board members’ religious affiliations shape their perspective and organiza-
tional outcomes?” We now explain the sample set data collection and anal-
ysis method adopted in the study.

In this qualitative study, we explore the impact of board members’
religious afhliations. We collect primary data through face-to-face, one-
to-one elite interviews with 42 corporate elites such as board Chairs,
Chief Executive Officers (CEOs), Executive Directors (EDs), and Non-
executive Directors (NEDs) of large companies in the UK. This chapter
discusses the existing knowledge of corporate elite experiences, back-
grounds, and corporate outcomes, as argued by the UE perspective.
Afterward, we describe the sample set and explain data collection and
analysis strategies in the study before reporting the findings. Finally, we
discuss the study’s contribution to theory, literature, and corporate praxis,
and conclude with a brief discussion of the limitations of the study and
suggestions for future research.

Our study findings suggest that directors’ religious afhiliations are one
of the experiences/filters used to interpret complex and uncertain situa-
tions. Amid high uncertainty posed by the COVID-19 pandemic, the
study’s findings may be valuable for boards in crafting suitable response
plans. The findings suggest that Directors’” value-set drawn from their
religious background assist boards in preserving organizations’ competi-
tive advantage and support the top management teams to lead through
the waves of uncertainty. The severity of this crisis’s disruption indicates
that the path out will be more of reconstruction rather than a recovery.
Thus, directors’ religious beliefs and clear value-sets can act as motivators,
principles, and standards. Effective governance requires setting priorities,
which involves value-led choices of two types—what should be done
(ends) and how should it be done (means). There is some suggestion in
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the extant literature that values serve as motivators, and they guide per-
ception, goals, attitudes, and behavior (Schwartz 2004; Roccas and Sagiv
2010). This study’s findings further indicate that values of what is ethical,
of what is efficient, honest, and fair, of what is the “right” thing to do.
The conventional norms of ethics, values, and beliefs are challenged dur-
ing this pandemic, as organizations’ financial viability is threatened. In
such a scenario, Directors with clear value-set and strong beliefs can
ensure the moral center continues to guide organizations’ responses to

COVID-19 crises.

9.2 Upper Echelon Perspective and Board
Diversity Research

The UE perspective asserts that if we want to understand organizational
performance, we need to “consider the biases and dispositions of their
most powerful actors—their top executives” (Hambrick 2007, 334). The
theory suggests that corporate decision-makers, while implementing cor-
porate governance norms, often face unforeseen and uncertain situations
which they construe/interpret through the filters of their experiences, val-
ues, and background (Eisenhardt and Bourgeois 1989; Finkelstein and
Hambrick 1990; Boal and Hooijberg 2001). The top managers’ diverse
experiences give them cognitive complexity which regulates their
information-processing tendencies and guides them in choosing alterna-
tives (Hambrick and Finkelstein 1987). A diverse top echelon also leads
to more creativity, including varied input in decision-making and consid-
ering more alternative solutions to problems (Wiersema and Bantel
1992). As a result, heterogeneous top teams may have improved knowl-
edge base, cognitive abilities, and problem-defining/solving skills
(Hambrick et al. 1996).

Boards are a crucial component of effective corporate governance
(Demb and Neubauer 1992). The UE perspective also marks a milestone
in academic thinking on leadership—as it claims that boards not only
function as a team, but their contribution is relevant to corporate perfor-
mance (e.g. Ferrero-Ferrero etal. 2015; Kipkirong Tarus and Aime 2014).
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The best performing corporate boards are known to benefit from their
members’ diverse experiences, such as their geographic familiarity, cul-
tural understanding, functional capabilities, and thinking styles (Magill
1992; Skroupa 2016). Board members’ competencies—such as their
qualifications, strategic expertise, knowledge of financial markets and
industries, and their ability to manage people—influence boards’
decision-making and corporate governance (Huse 2005; Adams and
Borsellino 2015; Westphal and Milton 2000). The UE perspective sup-
ports and strengthens the preliminary rationale of board diversity research
(Johnson et al. 2013) and argues that the impact of a range of corporate
leaders” experiences needs to be further explored to understand organiza-
tions and their actions (Finkelstein et al. 2009; Buyl et al. 2011).

However, existing board diversity research is overwhelmingly focused
on board members” gender (e.g. Harrison et al. 1998; Rao and Tilt 2016;
Konrad and Kramer 2006; Khanna et al. 2014; Nguyen et al. 2015;
Kakabadse et al. 2015) and ethnicity (e.g. Singh 2007; Miller and del
Carmen Triana 2009; Shin and Gulati 2010; and Broome et al. 2011).
Gender and ethnicity may not be the only experiences that impact board
members’ perspectives, and hence more substantive constructs of their
thinking need to be explored (Milliken and Martins 1996; Priem et al.
1999; Dhir 2009). A small body of board diversity research explores
other less well-explored attributes of board diversity such as board mem-
bers’ functional experience, nationality, and culture, and suggests their
role in boards’ effectiveness and decision-making (Goyal et al. 2019a, b;
Kakabadse et al. 2018). Existing academic knowledge, although limited,
seeks to redefine board diversity (e.g. Bassett-Jones 2005; Ararat et al.
2015). Building on the UE perspective, Carpenter et al. (2004) challenge
researchers to go beyond the observable attributes of top management
teams and explore the deeper constructs of their behaviors. Nevertheless,
other experiences of board members such as their religious afhliations—
which may also have a bearing on their perspective and hence a valid
aspect of board diversity (Ararat et al. 2015; Rao and Tilt 2016)—are not
adequately explored for their role in board or firm performance. In this
chapter, we aim to address this research gap.
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9.3 Participants and Data Collection

Hambrick (2007) argues that opening the black box of social processes
involved in corporate decision-making is not only a matter of academic
curiosity but also a requirement for scholars who wish to help decision-
makers in overcoming any potential biases. Listening to board members’
experiences and opinions is considered critical to understanding the
behavioral aspects of board processes (Huse 2005). Hambrick (2007)
suggests that, ideally, such research should be conducted with “intrusive
access” to the decision-makers who “are notoriously unwilling to submit
themselves to scholarly poking and probing” (2007, 337). Interviews are
widely used research tools to glean authentic information from individu-
als that cannot otherwise be obtained using secondary data or other
modes of primary data (Ritchie et al. 2003). This data collection method
has been adopted in a few seminal studies on boardrooms (McNulty et al.
2013; Terjesen et al. 2009; Seierstad 2016).

Therefore, in this inductive and exploratory study, we first collect cor-
porate elites’ data through elite interviews. We also believe that in order
to obtain authentic information on the subject—that is, their views about
religion and its potential role in their contribution—elite interviewing is
one of the most appropriate approaches for collecting data. This strategy
is also adopted to avoid potentially overlooking the context or critical
actors in research (Broome and Krawiec 2008; Broome et al. 2011).

Despite its authenticity and richness of the data procured using elite
interviews, it is formidably challenging to approach board members
(Broome et al. 2011). Consequently, the initial population of partici-
pants is selected from the primary researcher’s personal network, and
then those participants are asked to provide access to other board mem-
bers in their network. A purposive, non-probability, convenience sam-
pling and snowball approach is adopted in this research (Tansey 2007).
Interviews, which lasted 60-90 minutes, are first audio-recorded, with
the participants’ explicit consent, and then transcribed using InqScribe
software by the primary researcher. In order to assure the participants
that their views and identities remain confidential, the interviewees are
anonymized and given pseudonyms (participant number) in the study
data (Erakovic and Goel 2008). The primary researcher gathered
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information on participants through secondary sources, such as news
articles, interviews, and at times materials made available by participants
in advance (e.g. annual reports and other company-specific publications
that were not available online).

There are four main categories of questions explored in these inter-
views with board members. The first set of questions is on religious beliefs
and afhiliations of the participants’ parents/grandparents (three partici-
pants were brought up by their grandparents). The second set of ques-
tions pertains to the participants’ association with religious practices
during their impressionable years. The third main theme of questions is
around participants’ current afliliation with religious beliefs and prac-
tices. Finally, participants are probed on the role of religious beliefs and
practices in performance/contribution at their workplace (i.e. board-
rooms). Participants’ descriptions of their religious beliefs and practices
and their current association with them are presented in Annexure 1,

Table 9.1.

9.4 Findings

Analysis of our data presents three main themes: (1) the impact of reli-
gious beliefs/practices on forming board members value-set, (2) the
impact of board members’ value-set in shaping their actions/contribu-
tion, and (3) the role of board members’ value-sets in shaping organiza-
tions  strategic aspirations. Themes are explained in this section and
supported by quotes from participants and relevant extant literature on
the subject.

Participants acknowledge the influence of their religious beliefs and
practices on their perspective and, in particular, on their value-set.
Participants also indicate the role of those value-sets on their contribu-
tion in boardrooms. During these interviews, an interesting observation
is about the extent of the impact of board members’ religious beliefs even
when many of them either have reconsidered their religious affiliation or
renounced it altogether. Figure 9.1 shows a pictorial representation of the
findings describing the theoretical model which emerges from the
research data.
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Such
actions/decisions
shape
organizations'
strategic
aspirations

Value-sets
determine board
members' actions,
choice of
organisations

Religious
beliefs and
practices of
board
members

Fig. 9.1 Theoretical model—impact of board members’ religious beliefs and
practices. (Source: Conceptualized by the authors, based on the study findings)

9.4.1 Religious Beliefs/Practices Shaping Board
Members’ Values

The data findings indicate that the values instilled during their formative
years continue to shape their perspective deeply, even if board members,
as adults, renounce their faith or are no longer strongly associated with it.
However, quotations in this section are limited to the ones from the par-
ticipants who claim to have renounced their faith or have become athe-
ists, just to indicate the intensity of the experience on board members’
perspective.

Several participants (1) disclosed having had a religious upbringing
where institutionalized faith was an integral part of their daily lives or/
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and (2) acknowledged the role of their religious upbringing in forming
their thinking style. Yet, their association with religion varies: several par-
ticipants admit that they are “not religious,” while few others summed up
their association with the church to be limited to “weddings and funerals,”
and a few participants proclaimed themselves to be “lapsed” Catholics.
Participants contested the idea of composing boards with an explicit
agenda of maintaining religious diversity on boards and considered the
idea to be too prescriptive and counterproductive for board
effectiveness.

One participant, Respondent 5, who proclaims himself to be an athe-
ist (see Table 9.1 in Annexure 1) explains the role of religion in teaching
him humility and a down-to-earth approach to business:

Yeah, Religion definitely does have an impact, in the way that you look at life.
My [religious] upbringing does teach me to be fair and tolerant. I have picked
these up from the Sikh Religion. I measure everything. Am I fair? Is that person
Jair? There is a lack of ego. Our feet are firmly on the ground, because—and this
is where the religious side of me comes out—God can take everything away in

a flash. (Resp. 5)

Another participant, Respondent 8, who proclaims herself to be a
lapsed Catholic shares the significance of religious faith which her parents
practiced and which she was exposed to in her impressionable years, as
follows:

Even though 1 describe myself as a ‘lapsed Catholic’ now, when I look at my
Jformative years, my former religion was very much a part of that. There is a
sense of fairness that I try to bring to the workplace, which is probably, or cer-
tainly comes from upbringing. And quite possibly, there is a religious aspect to
that. There is the honesty of approach. (Resp. 8)

However, another participant, Respondent 12, who also claims to be a
lapsed Catholic, readily attributes his value-set to his religious upbringing:

The Christian values are actually good social values that I adopt, and I follow
very dearly. I was brought up with those values. So, I am not a religion fan per
se. But I certainly follow Christian practices. (Resp. 12)
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Participant 22 claims that his religious faith makes him reflective and
calm as a professional.

Religion, for me, is a great stabilizer and a grear leveler. Its something which
hopefully makes one stop and think about ones behavior. I gather it is the sim-
plicity of faith, having an inner calm to a degree as well. (Resp. 22)

And finally, a participant who adds another perspective to the argu-
ment, who claims that it is not only the religious beliefs and practices of
the immediate family but also of the significant external environment,
which may shape board members’ value-sets. The participant (Respondent
15) shares the impact of their religious school teachings on his thinking
style and value-set as follows:

1 was taught by nuns and monks. And I think the values that you get from that
stay with you. So, when you are brought up in strict Catholic or Buddpist val-
ues, even if you are not practicing, those values stay with you. (Resp. 15)

Participants who acknowledge religion’s role in forming their value-set
have diverse religious backgrounds but acknowledge having been influ-
enced by the religion they were exposed to in their formative years. As per
existing knowledge in social psychology, religion is known to have a sig-
nificant influence on an individual’s values (Saroglou et al. 2004; Schwartz
and Huismans 1995), which affect attitudes and behavior (Schwartz
1992). Allport and Ross (1967, 434) assert that the “extrinsically moti-
vated person uses his religion whereas the intrinsically motivated person
lives his religion.” Furthermore, religion influences individuals’ belief sys-
tem by reinforcing some specific values and downplaying others
(Rokeach 1969).

Corporate governance literature broadly concedes that religion might
be an important medium of expression of individuals” beliefs and values
(Volonté 2015). Religion provides society with rules of behavioral rela-
tionships and might even affect corporate decisions (La Porta et al. 1999;
Hilary and Hui 2009). Thus, religiosity can influence one’s intrinsic val-
ues or extrinsic values which may result in greater governance steward-
ship. Yet, in management-related literature and in contemporary
institutional scholarship, values are consigned to a marginal position. It is
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important that focus is brought back to values “in order to understand
institutions and their human inhabitants” (Kraatz et al. 2020, 474).
Theorists have also argued that corporate elites’ complex decisions are
largely a reflection of their behavioral factors (Cyert and March 1963).
March and Simon (1958) suggest that decision-makers might bring their
own values to an administrative situation. Our study findings suggest
that those values may be shaped by those corporate elites’ religious expe-
riences, which seem to leave a lasting imprint on their perspective.

9.4.2 Religious Beliefs/Practices and Values Guiding
Directors’ Actions

In this section, we argue that the impact of religious beliefs and practices
that board members were exposed to might not be limited to determin-
ing the value-set of board members but may further extend to guiding
their actions. Participants in this study narrate their experiences and
assert that their value-sets, drawn from their religious faith, influence
their actions at their workplace (i.e. boards).

One of the decisions that participants claim is guided by board mem-
bers’ value-sets is their decision to accept/reject a board position in an
organization and/or lead an organization. Several participants explain
with anecdotes that when their own value-set clashed with the organiza-
tions’, board members felt obliged to leave board positions in those orga-
nizations. One such instance is shared by Respondent 8 who, although
now a lapsed Catholic, still finds it challenging to cope with unethical
(“sinful”) corporate practices (even if those practices are not illegal). She
feels the urge to share the information with someone and “confess” her
“sin” for working for such an organization. The participant attributes such
a desire to the practice of “confessing one’s sins” which she was encouraged
to adopt as a follower/practitioner of the Catholic faith in her younger days.

Doing the right thing is ingrained in the Catholic faith. You actually go through
the procedure of saying ‘here are my sins.” And throughout my career, one of the
things that have stayed with me is about feeling uncomfortable when somebody
is doing something that is not ethically or morally right. And needing to fix it
or put it right. (Resp. 10)
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She further explains that on one occasion she had to quit her position
in an organization when she became aware of irresponsible resourcing of
material but could neither stop the practice nor report it to an external
agency because of her sense of collective responsibility.

Another participant (Respondent 30) echoes the views of Respondent
8. He argues that he has led organizations which have been a complete
contrast to how many companies are often perceived—that is, exploit-
ative, opaque, and unethical—a perception perpetuated by repeated
financial wrongdoings, corporate failures, and scandals. He posits that he
may have successfully stayed away from working for/leading such unethi-
cal organizations because of his value-set, which he derives from religious
beliefs and practices as passed on to him from his parents.

1 instinctively do what most people would consider to be the right thing. You see
a lot of the comments on excesses and bad practices in businesses. All the busi-
nesses that I have been involved in, they are layers away from that. Now that
may be because these are the businesses that I have chosen to work in. Because
of the values in me. Because of the values in my upbringing. (Resp. 30)

This study’s findings seem to be aligned with a limited body of extant
literature on the influence of board members’” value-set on their actions
(e.g. Johnson et al. 2013). When religion becomes intrinsic to one’s
being, it influences one’s values, attitudes, and behavior (Huffman 1988;
Magill 1992). Marcus et al. (2015) suggest that personal values of loyalty,
hard work and a sense of responsibility are desirable and vital to board
members’ decisions and, consequently, may determine corporate out-
comes. Moreover, religion is claimed to be a social norm (Kim and Daniel
2016), and the views expressed by participants in this study also seem to
be aligned with the social norm theory (Kohlberg 1967). Kohlberg
(1967) argues that social norms shape individuals’ behaviors because they
want to conform to the norms followed by their peers. Khavari and
Harmon (1982) suggest that more religious individuals may have an
inverse relationship with the tendency to use illicit substances. UE per-
spective claims that managers’ values determine their strategic choices
(Scott and Mitchell 1976; Hambrick and Mason 1984).

Our study substantiates these findings by suggesting a relationship
between board members’ value-sets (drawn from their association with
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religious beliefs and practices) and their actions/decisions in organiza-
tions (Carpenter et al. 2004). Carpenter et al. (2004) further urge
researchers to integrate other determinants of managerial cognition
which determine their strategic choices. Not relying on any proxies, in
this research we explore and find through first-hand interaction with cor-
porate elites the impact of yet another deeply influential experience, reli-
gion, which seems to shape corporate elites’ perspective (value-set) and
behavior (action). While our study’s findings appear to substantiate the
argument put forward in existing studies on individuals’ need to conform
to religious stipulations, we extend the theory to board research.

9.4.3 Directors’ Religious Affiliations
and Corporate Outcomes

In this section, we focus on the impact on organizations of board mem-
bers” value-sets, derived from religious beliefs and practices. We suggest
that corporate elites who adhere to such value-sets also shape their orga-
nizations’ vision, mission, and norms, and organizational behavior
accordingly. Hence, the impact of religion on board members might not
be limited only to their determining their value-set and actions, but tran-
scends to influence shaping organizations’ strategic aspirations.

Although a broad range of religions is represented in the sample set (as
can be seen in Table 9.1, Annexure 1), a significantly large sample popu-
lation is from the Christian faith. It is hardly surprising that Christian
values and their influence on participants’ perspectives are repeatedly
referred to during the study. A participant (Respondent 25) acknowl-
edges the role of values derived from his affiliations to religious faiths and
practices in setting organizations’ strategic aspirations:

We have five values that we work towards, that influence our behavior in the
organization—itreating the people like the way you would like to be treated
yourself, with respect, honesty, trustworthiness, and openness. One of the values
is caring. A lot of that comes back to those Christian values that I was brought
up on. (Resp. 25)

Another participant, Respondent 29, who has led organizations in the
UK, the USA, and Japan, argues that the corporate philosophy in a
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country is shaped by its corporate elites’ practiced religious faith. She
substantiates her argument with the example of the long-term corporate
vision set by organizations in Japan where, she claims, corporate leaders’
religious beliefs reflect in corporate philosophies.

In certain cultures, people place a very high value on the heritage of what they

have. Their [Japanese] approach to business is always long term. They are not
thinking about the next 20 years, [but] the next 100 years. There is a lot of
thoughtfulness, mindfulness about their decisions not only worrying about how
it will impact them or the next generation but the generation next to that.

Preservation of something that is more important for their cultural heritage is
often tied around religion. (Resp. 29)

Another interviewee, Respondent 16—who has led several multina-
tional companies based in the USA and has been a member of boards of
a few multinational companies of Indian origin—echoes these thoughts.
He states that corporate elites’ religious beliefs significantly influence
organizations’ vision, values, and culture. The participant substantiates his
claim with examples of several successful listed companies in India which
are family businesses, founded and run by businessmen of the Zoroastrian
faith, where the religion of board members shapes the corporate culture.

There are corporate cultures and traditions in which certain companies grew
and having people from that tradition helped them not only to conform to the
tradition but to continue that corporate culture. In some cases, those values are
[from] more than a hundred years ago. When people come to the board who still
have that tradition, it helps them to conform to who they are and to the values
they commit ro. (Resp. 16)

These findings further substantiate the argument of social norm theory
(Kohlberg 1967)—individuals seek to conform to their peers social
norms. We suggest that organizations’ conforming might be more pro-
nounced if corporate elites in those organizations set those social norms.
In the extant literature, Grullon et al. (2009) argue that organizations
with more religious employees have more effective monitoring of their
managers as compared to organizations with a lesser proportion of reli-
gious employees.
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Extant literature also informs us that discernible corporate outcomes
(such as economic indicators) are more closely associated with values
(such as trust) drawn from religious beliefs and practices, rather than
religion itself (La Porta et al. 1996). It is argued that several such values,
which primarily originated from institutionalized religions (e.g. the
Calvinist reformation leading to the creation of multiple churches),
might also have shaped best practices of corporate governance such as
decentralization of power (Stulz and Williamson 2003). The UE perspec-
tive claims that organizational outcomes can be viewed “as reflections of
the values of powerful actors in the organization,” and such a linkage is
no longer merely anecdotal but “can be detected empirically” (Hambrick
and Mason 1984, 193).

Our study’s findings are aligned with existing literature on the subject
but add a revelatory contribution to the theory and literature by indicat-
ing a link between board members’ religious affiliations and corporate
aspirations. Our study findings also suggest a more pronounced impact
of religious practices on board members’ value-sets, even though formal
association with the erstwhile institutionalized religion is loosely held
or ceased.

9.5 Discussion and Analysis of Findings

In the aftermath of corporate failure, accounting scandals, and crises of
the past few decades, there has been a widespread demand for reforming
corporate governance (Volonté 2015). Still, any attempt to associate
organizations with religious beliefs and practices has so far drawn incon-
clusive results. For example, some argue that principles of religiosity may
prevent unethical corporate behavior and that companies established in
religious environments are less likely to engage in poor corporate gover-
nance practices (Grullon et al. 2009; Vitell et al. 2016). Nonetheless,
Scandinavian countries are known for their low level of religiosity
(Zuckerman 2008) and yet are perceived to be global leaders in best prac-
tices of corporate governance, such as corporate social responsibility
(Strand et al. 2015). Similarly, a relationship is also projected between
preference for certain corporate governance regimes and religious faith of
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population in those regions. An example of the same is a prevalence of
single-tier boards in companies situated in Roman Catholic majority
areas of Switzerland and two-tier boards in Protestant-dominant areas
(Volonté 2015). Yet, if we broaden the context beyond Switzerland, then
we observe that single-tier boards are the norm in the UK and the USA—
countries with large Protestant populations. Additionally, two-tier boards
are the norm in several countries in continental Europe with large
Catholic populations. Additionally, even religious organizations have
been mired in unethical practices and scandals (Rost 2017).

It appears that an individuals’ religiosity may not always result in an
evolved corporate governance system, because religion, as presently under-
stood and practiced by individuals, might be inconsistent with the princi-
ples of good corporate governance (Nakpodia et al 2020). Accordingly, the
academic inquiry into seeking a relationship between religion and corporate
governance is inconclusive and equivocal, and there is no agreement among
scholars as to what is an ideal and universally applicable model of a good/
bad governance mechanism (Shleifer and Vishney 1997). This chapter pro-
vides a potential explanation for the inconclusiveness of these findings and
suggests that the relationship may be mediated/tempered through the
impact of religion on board members’ values, which in turn shape decisions
and impact corporate outcomes. We contend that successful and sustainable
organizations may be led by board members whose religion-based values are
aligned with corporate aspirations and/or who can shape those corporate
aspirations according to their value-set.

This chapter does not attempt to pontify or recommend the best cor-
porate governance practices inspired by institutionalized religions. We
agree with the contention that corporate governance reforms need to be
based on a close and rigorous examination, intellectual analysis, and
empirical evaluation, and not be based on articles of faith (Kempf 2008).
Prescription of religion-based best practices is also difficult because con-
temporary organizational research lacks the data on which canonical/
theological rules may have led to sustainable religious organizations (Rost
2017). Our study findings indicate a gradual process of religious beliefs
and practices influencing individuals' value-sets, which in turn guide
board members’ action and organizations’ strategic aspiration.

The global pandemic of COVID-19 has posed new challenges to orga-
nizations’ social responsibility agenda as their financial viability is under
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threat. Still, the COVID-19 crisis can be seen as an opportunity to rethink
corporate responsibility. Many organizations carry out “cosmetic” or “gre-
enwashing” Corporate Social Responsibility (CSR) initiatives, or perform
their social responsibility reluctantly. That approach may not be enough in
the current scenario. To cope with the pandemic crisis, increased resources
allocation may be required for CSR initiatives, especially for organiza-
tions’ core business, and critical stakeholders. Organizations need to pri-
oritize and redirect resources in the short and medium term to support
vulnerable communities. All these actions require clear values which act as
standards for organizational behavior (Schwartz 2004).

Reputation flows from corporate values and tone at the top. Directors
with clear value-set and regions beliefs are more likely to be sensitive to
community needs as all regions have clear value of charitable giving and
caring for others (Ives and Kidwell 2019). The religion, literally means to
“reconnect,” offers believers self-transcendence. That is uniting a lower,
protective self with a more generous, outward-focused, large self. All reli-
gions teach “self-transcendence” or pro-social values (Schwartz 2004).
Board members with more grounded and clear value-set, which are often
derived from their religious afhliation, seem to be facilitating such tran-
scendence toward pro-social values for their organizations.

9.6 Contribution of the Study Findings

Through this study, we make significant revelatory and incremental theo-
retical contributions (Nicholson et al. 2018). The main contribution of
this study is to the UE theory: we argue that board members’ (1) religious
afhiliations are one of the experiences/filters that they use to interpret
complex and uncertain situations and (2) value-sets drawn from their
religious beliefs and practices may have an intermediary role between
their religious affiliations and corporate outcomes. We suggest a process
of how the religious beliefs of corporate elites may shape organizational
outcome (strategic aspirations) through influencing board members’
value-sets and decisions in boardrooms. Additionally, we make an incre-
mental contribution to theory by successfully implementing the theory
on individual board members, as the unit of research.
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Another novel contribution of this study is regarding the identification
of a potential relationship between board members’ religious affiliation
and their actions/decisions. We attribute the lack of knowledge on the
topic in extant literature to well-recorded challenges of accessing board-
rooms for academic research (e.g. Hambrick 2007; Leblanc and Schwartz
2007; Zona and Zattoni 2007). Furthermore, while existing literature
exploring a relationship between religion and corporate governance is
largely focused on a comparison of Protestantism and Catholicism (e.g.
Weber 1930; Fama and Jensen 1983; La Porta et al. 1996; Kim and
Daniel 2016), our study incorporates perspectives of board members
with varied religious affiliations.

In conclusion, in extant literature, the focus is on the macro-constructs
of corporate governance such as board structure, the ownership structure
of organizations, and centralization of power. We drill down further to
cast a light on individual board members’ religious affiliations and explore
the impact on their perspective, actions, and organizational outcomes.

9.7 Limitation and Guidance
for Future Research

The study does not aim to find an all-encompassing definition of religion
that can then be prescribed to shape corporate governance. We acknowl-
edge that the definition of religion might vary considerably depending on
beliefs and values various religious faiths profess: other significant influ-
ences on board members such as geographic locations where such faiths are
practiced; the willingness of individual board members to be open to other
religious/spiritual influences; and their unique experience of association
with religious practices/beliefs. The study does not compare the impact of
religion/sects n other faiths and their impact on board members and their
actions. Instead, this study presents the journey of 42 board members’ rela-
tionships with their religious faith, and the impact of these relationships on
corporate outcomes. It remains to be seen as to how board members’ value-
sets shape board processes, board deliberations, and board effectiveness
outcomes. Future studies might look into those areas.
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Table 9.1 Religious affiliation and other attributes of board members in the study

Religious
Resp. Age in Position(s) affiliation Religious affiliation
No. Gender 2016 held (Family) (Personal)
1 M 47 ED Church of Church of England
England (CoE)
2 M 44 CEO Hindu Hindu
3 M 52 Chairman Hindu Hindu
4 M 55 CEO Hindu Hindu
5 M 63 Chairman Sikh Atheist
6 M 44 CEO Hindu Hindu
7 M 69 Chairman Sikh Sikh
8 F 47 ED CoE CoE
9 M 76 Chairman Sikh Sikh
10 F 59 NED/Partner CoE CoE
11 F 51 NED Catholic Catholic
12 M 49 ED Catholic Lapsed Catholic
13 F 55 CEO CoE CoE
14 F 63 Chairperson CoE Not religious
15 F 52 ED Catholic Lapsed Catholic
16 F 45 ED Catholic Catholic
17 M 63 NED/Partner/  Catholic Not religious
CEO
18 M 55 CEOQ/ Christian Christian
Board-
advisor
19 F 54 ED CoE CoE
20 F 57 NED/Partner  CoE Not religious
21 F 47 NED Christian Not religious
22 F 54 ED/NED/CEO CoE Not religious
23 M 64 NED/CEO Protestant Protestant
24 M 68 NED/CEO/CFO/ CoE CoE
Chair
25 M 55 CEO CoE CoE
26 M 68 ED Quaker Quaker
27 M 70 NED/CEO CoE Not religious
28 M 50 ED CoE Not religious
29 F 65 NED/Partner/  Buddhist Buddhist
CEO
30 M 65 CEO CoE CoE
31 F 48 CEO CoE CoE

(continued)
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Table 9.1 (continued)

Religious

Resp. Age in Position(s) affiliation Religious affiliation
No. Gender 2016 held (Family) (Personal)
32 M 69 Chairman/NED CoE CoE
33 M 55 CEO CoE Not religious
34 F 51 NED/CEO CoE Not religious
35 M 50 CEO CoS CoS
36 M 67 Chairman/ CoE CoE

NED/CEO
37 M 69 Chairman Jewish Jewish
38 M 60 CEO/Chairman CoE CoE
39 F 60 NED CoE CoE/Jewish
40 F 57 NED/Chair CoE CoE
41 M 68 NED/Chairman CoE CoE
42 M 68 Chairman/ CoE CoE

CEO/ED

Source: Compiled by authors
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Corporate Social Responsibility
and Corporate Reputation During
the COVID-19 Pandemic: The Case

of Kuwait’s Qil Sector

Fajer Al-Husaini

10.1 Introduction

The COVID-19 pandemic took the world by surprise and spread at an
alarming level. Unlike recent viruses, COVID-19 was found to be very
hard to manage. As a result, and due to the severity of COVID-19, global
concern put pressure on governments, corporations, and businesses across
the world to respond accordingly. Many of the areas concerning govern-
ments’ response included health, safety, security, and travel and coordina-
tion, and the State of Kuwait was amongst the first to start closing up
entry and exit points into the country, with daily meetings being sched-
uled by the Council of Ministers to discuss and implement crisis response
measures that would include the shutdown of businesses, shopping malls,
and even medical clinics. Discussions about the responsibilities of what
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each governmental authority needed to do to better combat the spread of
this disease were also taking place. Because of its vast organizational and
operational capabilities, Kuwait’s Oil Sector in particular was summoned
by the government to attend the Council of Ministers’ COVID-19 meet-
ings. As the country’s primary economic driver and most organized sector
in Kuwait in terms of crisis management, the Oil Sector was invited to
aid the government. No country was prepared for a health crisis of this
magnitude, and the Kuwaiti government in particular, although resource-
ful, realized desirability of support from industry. This was where the Oil
Sector’s expertise and flexibility of procedures came into play.

The purpose of this chapter is to highlight how CSR during global
crises can be implemented to offer significant support on a country-wide
level whilst positively impacting corporate reputation. The chapter will
indicate how the oil sector was able to identify and implement CSR proj-
ects of high visibility and impact on its reputation, highlight the multiple
and complex ways in which material support was given, and reputation
enhanced.

The rest of the chapter is organized as follows. Firstly, a brief overview
of the early responses to the pandemic in Kuwait are presented, then an
overview of the oil sector, then the three pillars of CSR in a global crisis
are presented, with an emphasis on the media work to connect the Kuwait
Oil Sector to the positive response to the pandemic, and finally, the chap-
ter discusses CSR best practice in a global crisis based on the three pillars

seen in the work of Kuwait’s Oil Sector during COVID-19.

10.1.1 How Kuwait Responded to the Pandemic
in the Early Months

The ofhicial response from the Kuwaiti Government regarding the
COVID-19 pandemic started on 24 February 2020, when all National
Celebrations and gatherings were cancelled (TIMES 2020). The State of
Kuwait commemorates its National and Liberation Days celebrations
annually on 25 and 26 February. These celebrations are regarded as
Kuwait’s main and most prominent festivities throughout the year, which

have been carried out regularly since the 1960s (KUNA 2018). Events
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normally take place across the country, where companies compete to pro-
vide the most elaborate and entertaining festivals as part of their CSR
contribution to the inhabitants of the country (Cinemagics 2019). These
dates resonate with the people of Kuwait as they recognize Kuwait’s inde-
pendence in 1960, as well as Kuwait’s liberation from the Iraqi invasion
in 1991 (KUNA 2018)—an event that will forever be engraved in the
heart of the Kuwaiti people. Hence contributing showcases corporate
citizenship as part of the Kuwaiti society. Families and children wait with
great anticipation for these celebrations, and their cancellation for the
first time in Kuwait’s history left children, in particular, very disappointed
(AlQabas 2020b). Suddenly, there was an understanding that the
COVID-19 pandemic was a serious social health crisis, which had the
power to effectively shut down the country (TIMES 2020). As an unprec-
edented phenomenon, the impact of the virus on commercial activity
was almost completely unheard of. Different business sectors had to deal
with a virus that was unpredictable and required a wide range of business
decisions to make within the course of a week. These decisions included
what needed to be shut down, what will happen to sales, the shift to
online business during a forced shutdown, the safety of workers, custom-
ers, and so forth. This has led to a call to document the significant shifts
in business activity.

The Coronavirus pandemic has created a sense of interconnectivity
that has not been experienced during this time and age (Bapuji et al.
2020). Businesses in Kuwait realized that they are part of the societies
they operate in, and in turn, societies have also begun to grasp the fact
that businesses are an integral part of their everyday lives and a resource
that must be called on in a global crisis. In Kuwait, this also means the
largest business sector: oil.

10.1.2 The Oil Sector in Kuwait

The Kuwait Oil Sector’s mission is to “optimize the value of Kuwaits
hydrocarbon resources through exploration, development and produc-
tion to ensure sustainability” (Kuwait Oil Company 2020f). Whilst the
focus is on hydrocarbon resources, the scale and scope of the industry in
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Kuwait means that the sector conducts significant CSR activities such as
public participation in health events, for example, breast cancer aware-
ness and participation in national day celebrations (Kuwait Oil Company
2020g). These CSR activities are used as part of the sector’s strategy to be
involved with the community it operates in and effectively maintain a
positive reputation for the sector. The Kuwait Oil Sector, in particular,
has changed its interaction with society since the outburst of COVID-19.
This was evident in its communication efforts which focused on extensive
media coverage, social media interaction, and CSR activities and projects
that became integral to the Sector’s communication. The Oil Sector took
a proactive approach to communicate about the safety and precaution
measures taken across all of its Companies. A major part of communica-
tion was also the development of informative safety awareness campaigns
geared towards the general public (Kuwait Oil Company Instagram
2020d), which were launched immediately after the announcement of
the COVID-19 pandemic reaching Kuwait in an alarming manner
(Kuwait Oil Company Instagram 2020d). The sector also took a proac-
tive approach to ensure the correct information was being shared with
the public, thus eliminating chances for the spread of rumours (Kuwait
Oil Company Instagram 2020d). These messages included all precau-
tionary measures done in the field, all COVID-19 preventative measures
being implemented across the Company, as well as a showcase via videos
and photos, about how employees are working under very safe conditions.
Oil sectors around the world are easy targets for negative media atten-
tion. They are perceived as money-making giants who are damaging the
planet (Theodori and Jackson-Smith 2010), despite the fact that this vital
sector plays a critical role in sustaining life as we know it. Oil provides the
energy that companies and households operate on, fuel for transport, and
for essential production of the food we eat, and almost all of our daily
necessities, including medicine (EIA 2020). Yet the public and media, in
general, find joy in pointing out the negatives of the sector and thus cre-
ate a difficult task for oil companies to maintain any positive image.
Kuwait’s oil sector consists of the mother company, Kuwait Petroleum

Corporation (KPC), which was established in 1980 (KPC 2020). Under
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KPC’s umbrella are eight different subsidiaries that are concerned with
upstream, midstream, and downstream operations. These operations are
valued at billions of US dollars and are major contributors to Kuwait’s
economy. The Kuwait Oil Sector is responsible for securing Kuwait’s
energy demand, as well as the production and export of oil to interna-
tional customers—making the State of Kuwait a “reliable supplier of
energy to the world” (Kuwait Oil Company 2020i). The sector is not
only concerned with the business of oil production, but also responsible
for the environment it operates in. The oil sector adheres to international
standards for air pollution and has contributed to the environment by
developing several natural preserves and oases. Kuwait Oil Company in
particular is taking the lead in the Kuwait Environment Remediation
Programme, which is the largest and most extensive remediation pro-
gramme in the world valued at 3 billion US dollars by the United Nations
Compensation Commission (UNCC) (Kuwait Oil Company 2020h).

The sector also realizes its corporate citizenship by participating in
CSR projects that range from the construction and operation of the
Ahmadi Hospital to serve residents of the Ahmadi Governorate, to the
implementation of several national-level campaigns such as blood dona-
tion campaigns, energy conservation, beach cleans, recycling, and so on
(Kuwait Oil Company 2020g). All of the above-mentioned contribu-
tions were initiated to generate a positive relationship between the sectors
with its various stakeholders. These CSR contributions were carried for-
ward during normal times, whilst, during the COVID-19 pandemic,
CSR contribution took new directions due to increased restrictions and
the urgent needs of the various stakeholders of the sector.

During the pandemic, the decrease in demand for oil hit the sector
hard in terms of the spiked reduction of the price of oil, which reached a
staggering percentage drop of 49.29% in March 2020 (Mubasher 2020).
This led to an alarming level of reduction in the production of oil, which
in turn led to more scrutiny from the public regarding what the sector
was going to do in terms of impact on the Kuwaiti economy. Despite
these challenges, the Kuwaiti Oil Sector aided the Kuwaiti government
during their critical time of need, despite short notice and heavy eco-
nomic impact on operations (Ktv 2020).
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10.2 Kuwait Oil Sector CSR in Response
to Government Concerns

The Kuwaiti Government Ministry of Health (MOH) was the govern-
mental body at the forefront of combating the disease. With the number
of cases rising substantially, the MOH found itself in the dilemma of
ensuring cases were diagnosed quickly, confirmed cases were isolated, and
availability of medical supplies were not relinquished (AlJarida 2020).
Based on analysis of the response to COVID-19 in Kuwait, three main
pillars emerged that required the attention and support from other sec-
tors within the country to help organize a crisis response plan that

addressed COVID-19 concerns. These pillars included the following:

(a) Major CSR initiatives
(b) Medium-level CSR initiatives
(c) Media coverage

The Kuwait Oil Sector was involved in all three pillars. Given the sec-
tor’s flexibility of procedures in crisis response (Oil News Agency 2020),
the Kuwaiti government chose to assign the oil sector with urgent pro-
curement of medical devices and requirements (Oil News Agency 2020).
The entire state of Kuwait follows the Kuwait Chapter-19 procedure for
crisis response, which provides more flexibility for the urgent procure-
ment of needs with less monetary restrictions from auditing. The prob-
lem with the Kuwait Chapter-19 is that the auditing system occurs prior
and post procurement, which hinders the urgent procurement procedure.
This section of Chapter-19 is less rigid for the Oil Sector where the sector
has more flexibility from auditing prior to procurement. The sector is
rather only audited after procurement, making it faster for the MOH to
obtain its required resources through the oil sector. This flexibility in cri-
sis response allowed the oil sector to participate heavily in assisting the
Kuwaiti government through the launch of several urgent CSR initiatives
to help aid the MOH in the best and fastest ways possible. Major CSR
projects that were launched included the following:
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10.2.1 Pillar 1: Major CSR Initiatives

Quarantine Facilities: Provision of isolated quarantine facilities with the
capacity of accommodating 7000 people (MOH 2020; AlQabas 2020a).
This included provision of several secluded locations across the sector’s
locations such as North Kuwait Ritga Field. The facility, which was con-
structed in a record time of two weeks, contains all of the health ameni-
ties and living requirements necessary for returning citizens during their
mandatory quarantine period.

Urgent Procurement of Medical Equipment for the Ministry of Health:
Kuwait Oil Company’s procurement department was put in charge of
purchasing medical equipment urgently for Kuwait’s Ministry of Health.
These included ventilators, hospital beds, personal protective equipment,
and so on. The purchasing department was able to secure all needs in a
record time of one week, which led to a major positive impact on the sec-
tor’s reputation with the Ministry of Health. Acting quickly and respon-
sibly led to the establishment of further trust in the Kuwait Oil Sector,
which essentially led to commissioning the construction of the Kuwait
Field Hospital by the Kuwait Council of Ministers in decision no (522)
(AlAnba 2020b) as explained further below.

Construction of the Kuwait Filed Hospital: The Kuwait Field Hospital
was constructed by Kuwait Oil Company (KOC) in collaboration with
Kuwait Integrated Petroleum Industries Company (KIPIC) in order to
reinforce Kuwait’s hospitals with additional facilities to house the rising
number of positive coronavirus cases. The building includes wards with a
capacity for 200 beds, as well as 40 Intensive Care Unit beds and 19
emergency beds (AlAnba 2020a; Kuwait Oil Company Instagram 2020a).
The Kuwait Field Hospital’s main objective is to free hospitals for general
patients being treated for different diseases who stopped going in for
treatment due to fear of exposing themselves to the virus. These included
regular patients who are sick from a general flu, to patients who are diag-
nosed with cancer. The hospitals’ bed capacities were quickly diminishing
as they were being completely occupied with COVID-19 patients, mak-
ing health staff very scarce as well. Therefore, moving COVID-19 patients
to a controlled setting was critical to stop the spread and free hospital
capacities to accommodate other patients.
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10.2.2 Pillar 2: Medium-Level CSR Projects

Being a proactive participant in the fight against COVID-19 in the
State of Kuwait, the Oil Sector helped the Council of Ministers in
providing existing resources that could address logistical needs.
Participating with existing resources by identifying capabilities pro-
vided grounds for immediate response and relief (AlAnba 2020b) and
generated quick-wins in terms of positive perception and reputation
amongst stakeholders. This is therefore considered one of the most
important elements for successful CSR during pandemics by Kuwait
Oil Company’s higher management. Kuwait Oil Company was able to
extend their immediate help by providing the following:

(a) Providing Kuwait Oil Company’s ambulances fleet for the escort of
Kuwaiti Nationals returning to the country from Kuwait International
Airport to designated quarantine facilities (Kuwait Oil Company
Instagram 2020c).

(b) Provision of Kuwait Oil Company’s Southwell Hospital to house
critical cases from the MOH’s Al-Adan Hospital that was already
tully occupied (AlAnba 2020c).

(c) Providing Medical Staff from Kuwait Oil Companys Ahmadi
Hospital to assist in MOH’s hospital Emergency Rooms across the
country where hospitals were experiencing shortages in medical staff
(AlAnba 2020b).

(d) KOC’s Medical Group developed an emergency plan for Ahmadi
Hospital, which is home to highly qualified and experienced med-
ical and nursing staff and utilizes the world’s latest, state-of-the-
art medical equipment. Ahmadi Hospital allocated a complete
ward with 31 beds to accommodate any additional patients in the
event that Jaber Hospital exceeds its capacity (Kuwait News
Agency 2020).
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10.2.3 Pillar 3: Media Coverage and Immediate
Positive Impact on Reputation

Media content analysis involves the “context of text is analyzed and con-
tent refers to words, meanings, pictures, symbols, ideas, themes, or any
message that can be communicated” (Neuman 1997: cited in Macnamara
2005). Content from the Kuwait media during the pandemic was anal-
ysed qualitatively using the researcher’s interpretation of texts (Macnamara
2005). A total of 40 news articles were examined, of which 16 are
included. In addition, TV, news, and social media accounts were exam-
ined to analyse the impact of oil sector CSR activities on reputation.
More than 50 posts were analysed, and a total of 13 were included in
here. The articles and social media posts were examined for a period of six
months (from February 2020 to September 2020), which was during the
period of critical decision-making within the State of Kuwait and its
period of consistent lockdowns.

In order to maximize its CSR impact on reputation, Kuwait Oil
Company developed targeted media campaigns that would encourage
community involvement on a national level. The increased amount of
social media use (Suzin Wold et al. 2020) was sought as an opportunity
to develop campaigns targeted towards the general public to help encour-
age a sense of patriotism and establish empathy. Whilst analysing con-
tent, the relationship between the media narrative and Individual Social
Responsibility theory (ISR) emerged as significant. ISR highlights how
individuals can have an impact on any social responsibility campaign and
suggests that individuals may be drivers of CSR, in which their contribu-
tion to social matters adds richness to the CSR initiative being launched
(Ebrahim and Buheji 2020). Something as simple as a positive comment
directed towards doctors and nurses to encourage and thank them for
their efforts may be categorized as ISR, which is what the oil sector has
achieved within the campaigns launched throughout the COVID-19
lockdown period.

Several initiatives took place, which could be split into two prominent
categories: the first being national communication campaigns (Kev
2020), and the second, construction projects for needed medical health

facilities (AlAnba 2020b). With both categories being highly visible, the
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amount of media coverage received for the two projects was evident in all
local newspapers and on TV channels and social media. The use of social
media, in particular, has allowed initial inferences to be derived in regard
to the general public’s feedback about these CSR projects from the instan-
taneous option to view comments. Comments on Instagram and Twitter
allow us to have a sense of what people think about these projects and
hence develop an initial feel of whether these projects have a positive or
negative impact on reputation.

The focus on social media during the pandemic showed great promise
for the development of national-level social media campaigns to influ-
ence the public’s perception about the Oil Sector. As people dedicated
more of their time on social media (Suzin Wold et al. 2020), a focus on
developing messages for this audience was believed to be critical. Kuwait
Oil Company’s Information Team, therefore, took on the responsibility
to develop campaigns with key messages to influence a positive reputa-
tion for the oil sector that would build positive momentum towards
media coverage of CSR projects at a later stage.

10.2.4 Stay at Home for Kuwait Campaign

The first campaign launched on 18 March 2020 was the “Stay at Home
for Kuwait” Campaign (Kuwait Oil Company Instagram 2020e). This
campaign was a message that highlighted staying at home as a patriotic
act to help prevent the spread of the virus. The campaign showed great
success as it caught on nationally, very quickly. All news outlets posted
the same message, including influencers on social media as well as partici-
pation from the public, allowing the message to go viral. For the entire
month of March, this hashtag was a major trend and constituted the
launch of several national campaigns as indicated below.

10.2.5 Together United Campaign

This video campaign was developed with the message of unity and patrio-
tism. The video showcased Kuwait’s unity during times of crisis, referenc-
ing how people from different backgrounds came together as one to do
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what they can, in order to get through the pandemic. This video also
focused on the importance of volunteering, which was very much needed
during the first couple of weeks when the pandemic started. People
started volunteering their time and effort to manage quarantine facilities,
grocery shopping management in consumer cooperatives, distribution of
food and amenities to people living in completely locked down areas,
and so on.

10.2.6 “May God Protect the White Army” Campaign

National campaigns by the Oil Sector in Kuwait were mainly focused on
‘frontliners—a term that emerged for people working at the forefront of
fighting the COVID-19 pandemic. Kuwait Oil Company initiated a
national campaign named “May God Protect the White Army” (white
being the uniforms worn by frontliners) on 26 April 2020 (Kuwait Oil
Company Instagram 2020b). The “White Army’ was a campaign term
developed to refer to all medical personnel at the forefront of providing
medical care and attention to COVID-19 patients. The campaign
included a video that showed how the virus was first reported on in
Kuwait, what major impacts it had on our everyday lives, and, in particu-
lar, how the virus has impacted the lives of doctors and nurses. The objec-
tive of the video was to highlight the fact that although everyone stayed
at home to refrain from the dangers of the virus, medical staff were forced
to be on duty—forced to face the virus on a daily basis to help people in
need. The video showed photos and footage of doctors who were
exhausted, working throughout the night and early hours of the morning
to secure the safety of Kuwait’s inhabitants. The choice of words for this
campaign was critical. The word ‘Army’ was used to make people think of
the virus as an enemy of war, in which doctors are ‘ighting’ against to
protect us; therefore, creating an element of seriousness accompanied by
emotions of empathy and responsibility. The video therefore paid tribute
to these soldiers who sacrificed their own safety to help save our lives. The
utilization of promotion on social media was found to be a powerful tool
to spread messages to the general public and the Kuwait Oil Company
used promoted ads, particularly on Instagram, Twitter, social media news
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accounts, and influencers. This ensured maximum reach of the required
message through social media where the number of reposts and com-
ments exceeded expectations.

In order to fully understand the impact of the national campaigns
launched during the COVID-19 pandemic, it is important to explain the
general negative feedback that the oil sector has previously received, such
as issues pertaining to employment, and concerns related to environmen-
tal pollution. Even when launching national campaigns, the KOC has
always received at least one negative comment pertaining to the above
issues such as:

When are you going ro hire us?
KOC burns flares in their facilities, causing air pollution
KOC spills oil into Kuwait Bay.

No matter what CSR, the oil sector posted these perceptions surface
on social media. The result is that CSR communication of any sort cre-
ated the same negative posts taking attention away from any positive
messages. In reference to the White Army Campaign, however, the
Company came to a realization, which marked an important turning
point. Once the Campaign was launched, comments posted on the
released video were positive and completely related to the campaign.
There was no evidence of negative feedback. This gave an indication that
a campaign during a national pandemic in fact unifies opinions and per-
ception of the general public. In a global crisis, the focus becomes dealing
with that crisis, with positive response to those that are seen to contrib-
ute, and in this case the Oil industry. The campaign was launched in
March 2020 and received 4462 views and comments. Below are some
samples of the comments received:

May God protect them

May God give them strength and protect them

May God give them strength, our heroes. (Source: Kuwait Oil Company
Instagram 2020b)
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Negativity towards the company posting content was ‘temporarily
silenced’ as the focus was on portraying Kuwait’s doctors and nurses as
heroes. Triggering empathy in an audience steered comments away from
a negative conversation allowing the company to present itself as a posi-
tive, active member of society. Although positive comments were
addressed to the doctors and nurses, the usual unrelated negative com-
ments were completely gone, making audiences forget about their nega-
tive perceptions momentarily by engaging the public in Individual Social
Responsibility (ISR) as described by (Ebrahim and Buheji 2020). ISR
means “citizens’ decisions, choices and acts to be supportive for social,
economic, social and environmental wellbeing.” This means that citizens
themselves make a decision to participate in CSR activities as evident
from the comments addressed to doctors and nurses in the campaign
above. In short, where an industry that usually attracts negative com-
ments supports communities in a global crisis, individuals focus on that
support and do not post the usual negative messages.

10.2.7 Thank You Kuwait Campaign

The humanitarian job of healthcare professionals went beyond their daily
responsibilities, with their resources and ability to treat the ever-increasing
amount of people diagnosed with COVID-19 being put to the test as
expressed by the late HH the Amir of Kuwait Sheikh Sabah Al-Ahmad
Al-Jaber Al-Sabah in his speech to the Kuwaiti people during the
COVID-19 Pandemic (Kuwait News Agency 2020).

Learning from the first experience, the sector launched a follow-up
campaign to thank medical staff. This voluntary campaign differed from
the first campaign as it was conducted without cost, where the campaign
required Kuwaiti citizens and residents to develop a message from the
heart. The message was in the form of a writing or video to be delivered
to medical staff in order to increase health professionals’ morale, high-
light their efforts, and reassure them that the Kuwaiti people are forever
grateful for their selflessness. The doctors were again praised for their
work, and beyond that, they became ‘heroes.” Whilst contacting employ-
ees, celebrities, and even the general public, comments received were
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“You are doing something really good and patriotic; this is what we want
to see in Kuwait and you are making us proud.” “It would be my honor
to participate with you and I hope more and more people appreciate the
work you are doing for our beloved Kuwait,” These were some comments
received by Kuwait Oil Company employees who were working tirelessly
to spread the campaign. During pandemics, when people feel a sense of
patriotism, even a company that is usually consistently criticized can
facilitate a national conversation of gratitude and support, associating
itself with that support and so disarming criticism.

A website  “ThankyouKuwait.com’ and Instagram account
“ThankuKuwait’ were created to upload and share all content received
from individuals. Content included text messages, photos, and videos
from the general public, including Kuwaiti celebrities who expressed
their gratitude and support for Kuwait’s medical staff.

The “Thankyoukuwait’ website platform hosted thank you messages
consisting of posts and videos from the general public that were directed
towards Kuwait’s healthcare professionals. The website served as a hub that
collects content from social media that included the following hashtags:

#Message_from_the_Heart
#Thankukuwait

In a matter of one week, 310 Instagram posts and 609 posts on the
website were uploaded and received. Examples of posts from the
Thankyoukuwait.com website and the @thankukuwait Instagram
Account are introduced below:

My sincere and heartfelt thanks to all doctors, nurses, para medical staffs and
housekeeping & cleaning workers in all the medical facilities in Kuwait.”
“Thank you from the heart, a word of gratitude does little for our heroes.”
“Thank you for doctors efforts and fatigue, thank you Kuwait from our hearts,
thank you for staying at home. We will win together.”

“Thank you very much for your hard work for Kuwait and the people.”

A video was developed by Dawood Hussain a famous Kuwaiti Actor
and was posted on the Thankukuwait Instagram account.


http://thankyoukuwait.com
http://thankyoukuwait.com
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A video was developed by Bashaar Abdullah, a famous Kuwaiti foot-
ball player, former captain of Kuwait’s national football team, and was
posted on the Thankukuwait Instagram account.

Response from medical professionals was outstanding. Some doctors
cried when they saw the posts, while others contributed to the campaign
by thanking their fellow doctors and nurses for all of their collaborative
efforts. The campaign provided doctors and nurses with a sense of com-
munity, where they became a unique family that was appreciated by all.
The posts below are examples that portray the doctors’ reactions to the
campaign:

“Happy doctors’ day. This portrait is made with the pics of doctors and nurses
who passed away in this pandemic. Thanks to all.”

“Fatigue and sleepiness hit our emergency response heroes after a long day under
the sun and during the first day of the holy month of Ramadan while fasting
and working for a continuous 18 hours. A thank you message from your
colleague....”

National campaigns during a pandemic which focused on the efforts
of others generated a positive impact on reputation by (at least temporar-
ily) silencing negative perceptions and related comments that were visible
in most of Kuwait Oil Company’s previous posts. By focusing on the
creation of empathy towards doctors and nurses and portraying them as
heroes, the campaigns launched by Kuwait Oil Company were able to
hinder negative comments that were lashed out onto the sector and posi-
tion themselves as a positive contributor to society, aligned with public
interest in dealing with the pandemic and supporting healthcare workers.
This was a very different position from the usual attempts to gain support
that resulted in the repetition of negative comments. Of course, this in
itself does not suggest that negativity towards KOC has permanently
receded, only that the organization has managed to align itself with a
national sentiment. The correct choice of words for the national media
campaigns and the selection of the right causes to support do, however,
show how even an organization with reputational problems can bring
people together in a crisis. This was evident throughout the entire lock-
down period where comments on posts were directly related to the
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information being posted and there was a clear decrease in the amount of
negative feedback on Kuwait Oil Company’s Instagram and Twitter
accounts. Significant is the move from being seen as doing good to sup-
porting others that are easily recognized as doing good.

Ensuring coverage of activities was also implemented using a proactive
approach and is the link between the deployment of corporate resources
and the work to develop corporate reputation. The Oil Sector media
departments united to control what was said in the media by providing
the media with exclusive access to corporate media platforms, so utilizing
social media platforms to post consistent progress of CSR activities as
well as developing press releases and distributing them to the media as
soon as information was gathered and available. Instead of waiting for the
press to express interest in covering the sector’s stories, the oil sector
turned into a media news provider and was rather ‘creating’ the news said
about the sector, therefore initiating and controlling the news being com-
municated in Kuwait’s local media outlets. Such activity sparked interest
from the media to cover positive rather than negative stories. Providing
the news actually helped the Oil Sector control the narrative being told
during the pandemic by showcasing the reality of its quick actions to help
the MOH when in need, which diverted the conversation from negative
stories associated with production. Below are some sample excerpts from
the Kuwaiti media highlighting the Sector’s CSR efforts during the
pandemic.

(a) Al-Anba Local Newspaper—Twitter Account: “Kuwait Oil Company
Announces its willingness and readiness to contribute against the
spread of the Coronavirus” (AlAnba 2020b).

(b) Al-Rai Local Newspaper: “Kuwait Oil Company Allocated Entire
Wing in its Hospital for the Use of the MOH” (AlRai 2020)

(c) Kuwait News Agency (KUNA) Press Release: “Kuwait Oil Company
Allocated Entire Wing in its Hospital for the Use of the MOH”
(Kuwait News Agency 2020).

(d) Al-Anba Local Newspaper: “Kuwait Oil Company Provides MOH
with its Southwell hospital as a specialized hospital for COVID-19
cases” (AlAnba 2020c¢).
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(e) Kuwait’s Ministry of Information—Instagram Account: “Kuwait Oil
Company Prepares to Provide MOH with Quarantine Facilities in
Ritga Field, North Kuwait Area” (MOInformation 2020).

(f) SNAA NEWS—Local Instagram News Account: “KOC in
Collaboration with KIPIC Complete the Construction of the
Housing Facilities in the Kuwait Field Hospital in Mishrif Area”
(SNAANEWS 2020).

(g) Al-Qabas Local Newspaper YouTube Channel: “KOC & KIPIC
Provide Latest Facilities in Kuwait Field Hospital” (Alqabastube 2020).

The above excerpts show that although the sector received extensive
media coverage across traditional and social media, the Oil Sector was the
actual supplier of news. Using the proactive approach to media coverage,
the sector was able to shift media focus into its positive contributions to
society.

10.3 CSR Implementation During Pandemics

There are numerous lessons learned from the COVID-19 experience in
terms of CSR implementation and its impact on reputation. CSR imple-
mentation is now viewed very differently and the realization of its impor-
tance to create or maintain a positive reputation is of great significance.
Especially within a sector that is frequently the subject of criticism, creat-
ing a positive image during a pandemic can be achieved. Strategies for
CSR implementation that focus on improving the reputation by imple-
menting CSR initiatives can be segmented into three pillars that directly
focused on stakeholder needs as explained below (Fig. 10.1):

Weekly meetings with stakeholders during the pandemic proved to be
beneficial for the successful identification and implementation of CSR
projects. While attending meetings with stakeholders, oil sector officials
were able to identify three major pillars for CSR initiatives. Major CSR
involves a high budget, while medium-level CSR involves using existing
resources with the least impact on budget, with the third pillar relating to
work with the media, including that related to corporate reputation.

Working on CSR  projects during a pandemic brought a new
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Identify Crisis CSR
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Stakeholders via regular
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v
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Major CSR Projects
Daily Executive Level Positive Stakeholder
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“Quick Wins” —
Immediately Available
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Financial Procedures for
fast implementation

Pillar 3: Emphasized National Media

Media Coverage of all Campaigns (Individual
CSR work under Social Responsibility)
progress

Fig. 10.1 CSR pillars and reputation impact. (Source: Author’s own work)

understanding of the term, especially to the Kuwaiti Oil Sector.
Companies can now develop stronger CSR programmes by identifying
CSR levels as opposed to focusing on a single, highly visual project that
would take years to implement and in turn take years to yield or actually
see returns on investment in terms of reputation.

Within the overall media strategy ‘quick wins—which are short-term
CSR projects that can be done at a low budget and with existing resources.
These ‘quick wins’ allow for immediate returns on investment in terms of
reputation and can help start the CSR momentum at the Company.
Media coverage and engagement with stakeholders also proved critical to
capture the efforts of the work being implemented and obtain a positive
influence on reputation. Oil Sector officials did not only attend weekly
meetings with the MOH, but rather MOH officials were also invited to
the construction site to see first-hand how the construction was progress-
ing. This also allowed for on-the-spot feedback from the CSR receivers,
which helped mitigate construction requirements and ensure
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implementation is directly according to pressing needs. Given that needs
were immediately addressed, this gave a positive influence on reputation
as the oil sector is now seen as a hero that came to immediate aid and was
heavily committed.

Creating CSR projects and programmes can be very expensive, with
the potential to quickly consume a large portion of a Company’s budget.
Implementing CSR projects during the pandemic allowed for the realiza-
tion that not all CSR projects need immediate cash contributions. The
Kuwaiti Oil Sector has an abundance of existing resources that allowed it
to act quickly by providing the MOH with immediate needs using avail-
able resources that were only reallocated. These available resources
included recently abandoned labour homes/chalets that were remodelled
to create quarantine facilities. Also available were running construction
contracts that helped the oil sector respond immediately to the MOH’s
need to build the Kuwait Field Hospital. Kuwait Oil Company’s Ahmadi
Hospital provided new ventilators to hospitals, in addition to lending the
services of doctors and nurses. Moreover, an entire wing was dedicated to
the purpose of supporting the MOH during the pandemic (AlAnba
2020c). Time is of the essence during a pandemic. Time for CSR imple-
mentation was seen as a critical factor for the success or failure of CSR
efforts. Through consistent meetings, swift allocation of resources, practi-
cal financial procedures in place and constant monitoring of progress, the
Oil Sector was able to successfully complete all required CSR projects on
such short notice. Therefore, through identifying existing resources, com-
panies can achieve quick-wins to help gain positive reputation.

The success of CSR projects goes hand in hand with media coverage
(Balog-Way and McComas 2020). Without coverage from the media,
CSR efforts go to waste. The most important element of CSR implemen-
tation, which is missed by many, is extensive media coverage. Media cov-
erage allows for companies to show the severity and intensity of the CSR
project at hand. Media can help showcase to the public the different lay-
ers of work put in by companies to achieve the end result. It shows regu-
lar meetings, time, and effort of different members of staff across
organizations, highlights collaborations, and can show the endless days
and nights where people are working around the clock to help achieve a
project that serves the public. The Kuwaiti Oil Sector was able to achieve
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a positive image literally in a matter of two weeks because of continuously
publishing the progress of its CSR projects during the pandemic and
becoming a media content provider, rather than wait for the media to
cover its stories.

10.3.1 CSR After the Pandemic?

The pandemic showed that regular stakeholder meetings allow for com-
panies to understand their stakeholder’s most pressing needs. Stakeholders
in return have a deeper understanding of the importance of CSR projects
and how companies can put everything in their power to come to their
aid. During regular progress meetings with the Council of Ministers, the
idea was brought to the table to include the Kuwaiti Oil Sector in the
implementation of other major governmental projects. The Kuwaiti
Government does not perceive the Oil Sector as a source for money but
is now more interested in the experience of its qualified personnel. The
future aim is to benefit from the experience and knowledge of Oil Sector
personnel in project management, especially in terms of the timely execu-
tion of state projects of the highest quality and calibre, in which the Oil
Sector showcased its best managerial skills. This in itself is a major posi-
tive implication on reputation.

Inviting stakeholders to the site during the construction phase proved
to be one of the most efficient means to deliver projects based on expecta-
tions and actual needs. On-site visits create a sense of reassurance, show
how tiresome and engaged management officials are in the project, and
provide instant feedback from the CSR receiver in terms of addressing
needs or requirements to change aspects of the project as it is being imple-
mented. On-the-spot feedback provided more satisfaction, as well as
eliminated needs for changing certain elements of the project, which
saves costs as opposed to the need to change things once construction is
completed. The greater benefit was a positive impact on reputation where
the stakeholder becomes involved in the project and now understands the
work and effort that is exerted to address their most pressing needs
through immediate action.
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10.4 Conclusion

During times of crisis, it is critical to devise a unified action plan of a col-
laborative nature. In addition to National Communication Campaigns,
the focus on three main pillars of CSR can be a useful tool for positive
influence on reputation, which are as follows:

(a) Identify major CSR initiatives to serve massive needs that target a
large stakeholder group.

(b) Identify existing resources that can be utilized for immediate action to
generate quick wins to generate positive perception with stakeholders.

(c) Utilize media coverage extensively to create a positive reputation.

Understanding the immediate needs of stakeholders can only be
achieved by actually meeting with them face-to-face, where consistent
meetings have been found to be more beneficial to uplifting the Oil
Sector’s reputation through showing immediate engagement. The key to
achieving a positive reputation from CSR implementation during a pan-
demic is to quickly identify existing resources that can immediately serve
CSR purposes. Translating existing resources into quick action leads to a
positive perception where stakeholders believe that their needs are being
attended to immediate ‘quick wins.” It is also important to identify
longer-term needs and establish a mechanism to address these needs,
such as more lenient financial procedures that can assist in the implemen-
tation of CSR initiatives during crises. A sense of unity is essential to
establish a strong relationship with stakeholders, leading by example of
patriotism and caring about the state as a whole, which established a very
positive relationship amongst stakeholders. As a final remark, the amount
of CSR projects being implemented during crises, no matter how exten-
sive, will not be of any use to a sector/company without media coverage
and promotion. Using media to make people aware of all the hard work
and efforts put forth in CSR is what makes a CSR project successful—
allowing it to reach its optimal positive impact on reputation. The ulti-
mate takeaway is: there is no point of CSR without exposure.
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