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CHAPTER 4

Resilience and Capabilities Adopted
by Enterprises to Cope with Disruptive
Events

Lawra Villasana-Arveguin
and Maria del Pilar Pastor Pérez

4.1 INTRODUCTION

Businesses confront multiple risks and challenges throughout their life
cycle as a result of disruptive events such as financial crises, world wars,
and pandemics, which have a considerable impact on their economic
performance, leaving them vulnerable [1]. The current economic depres-
sion, which stems from the SARS-CoV-2 health epidemic that erupted
in 2019, has thrown businesses into disarray, revealing massive social and
economic costs at the local and macro levels around the world [2—4]. As a
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result, these types of disasters, as well as everyday problems like resource
constraint [5], the lack of resources optimization [6], little investment
in technology [7], market segments [8], low performance in innovation
[9-11], lack of expertise [12], or high taxes [13], have an impact on
businesses.

A significant term in the preceding context is resilience, which is
described as a company’s ability to dynamically reinvent its strategy
and business model in response to changes in the environment. A
resilient company can effectively change its strategy, business model,
management system, governance structure, and decision-making direc-
tion, recognize and adapt to changing risks, tolerate interference with
major revenue sources, and gain a competitive advantage by changing its
strategy, business model, management system, governance structure, and
decision-making direction [14].

The capability of an organization to deal with obstacles and find solu-
tions to problems determines if it is resilient or not [15]. Therefore,
the disruptive events in organizations’ daily lives make us rethink the
elements that allow companies to be resilient and survive. At the World
Economic Forum, the SARS-CoV-2 concern was brought up, empha-
sizing the need for businesses to review their plans, including aspects such
as 3R resilience, response capability, and the likelihood of reconfiguration
[16].

In general, firms must be aware of both internal and external changes.
The institutional theory states that an organization’s adaptive potential
is dependent not only on its internal capabilities but also on its external
environment (for example, the social, political, and economic) [17]. In
addition, the dynamic capabilities theory asserts that an organization’s
ability to respond to rapidly changing environments is based on its ability
to integrate, build, and reconfigure internal and external competencies
[18, 19].

Moreover, Nassim Taleb’s black swan theory, also known as the black
swan theory of events, indicates that unexpected occurrences, also known
as disruptive events, have a significant socioeconomic influence and three
characteristics: They are explainable and foreseeable because (i) they are
an atypical case, (i) they entail a severe impact, and (iii) they cause us to
rationalize their presence in retrospect [20]. These three theories are the
foundation of this research.
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4.1.1  Problem Statement

The most common management issue is that firms do not plan for and
implement the necessary capabilities to deal with disruptive events; that is,
unexpected conditions or events place them in a position where they are
unable to survive. For example, due to the terrorist attack on September
11, 2001, the United States government closed the country’s borders and
all incoming and outgoing flights. The impact it had on the supply lines
was disastrous, and Ford Motor Co. had to idle several assembly lines as
trucks loaded with components arrived late from Canada and Mexico [21,
22]. Although, there are studies such as the one developed by Giancontti
and Mauro [15], which notes the constant changes that force businesses
to seek effective survival strategies, and the one developed by Sanchi
et al. [21], which proposes a conceptual framework for improving orga-
nizational resilience. Both studies analyze the survival or failure of firms
under crisis, emphasizing that no universal principles exist to determine
whether capabilities are sufficient for organizational resilience in the face
of disruptive events.

It is worth mentioning that Mexico’s response to the SARS-CoV-2
crisis in terms of economic policy has not been enough, unlike other
countries in Europe or the American continent, such as Canada and the
United States, which have immediately and extensively strengthened their
economies in the face of the pandemic.! On the other hand, the World
Bank expects that the global GDP per capita will fall by 6.2% this year,

1 In Europe, from the European Parliament, the Commission, and the European Central
Bank, response funds have been created to deal with, corona bonds for financing, a Euro-
pean rescue fund, and others that have only been put on the table like the Marshall
Plan for public investments, European unemployment fund, minimum income, tax cut, to
name a few. Monetary policy and macro-prudential policies have been essential to facilitate
favorable financing conditions for all sectors of the economy. The cuts in monetary policy
rates, the easing of the conditions under which banks can obtain liquidity and the reduc-
tion of bank reserves of liquidity, and capital have helped guarantee the flow of credit,
especially towards small and medium-sized companies.

According to his minister, Justin Trudeau, Canada has authorized an emergency cash
injection package that addresses direct relief for residents and businesses, as well as tax
deferrals.

The United States Congress passed three stimulus packages to contain the impact
on households and businesses. New laws were passed in April and June to improve the
effectiveness of the programs included in the three fiscal packages. The Federal Reserve
slashed interest rates to zero percent, and used a variety of policy instruments—some
existing and some new—to keep financial markets running.
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more than double that recorded in the monetary crisis of 2008; this,
contraction puts the survival of companies even more at risk. The diffi-
culty arising from SARS-CoV-2 crisis is determining what competencies
companies acquired to survive.

4.1.2  Research Questions

What capabilities did companies take to face the impact of SARS-CoV-2?
How are companies surviving the economic crisis caused by SARS-
CoV-2?

4.1.3  Research Purpose

This research aims to review the literature on the resilience capabili-
ties adopted by companies to face disruptive events, using the current
economic crisis caused by SARS-CoV-2 as a case study.

4.14  Justification

Natural catastrophes, pandemics, and economic depression are examples
of sudden extreme events that pose a serious threat to a company’s
survival. Unexpected events in a firm’s economic environment can have
substantial effects and, in the long term, cause problems with an organi-
zation’s resilience capability [23].

Developing organizational resilience has become a major concern
for businesses, which have expressed a greater desire to improve their
capability to handle unexpected business interruptions and ensure their
long-term viability, which entails confronting risks and threats to protect
critical business assets, whether physical, intangible, environmental, or
human [24].

Enterprises that have a spread leadership structure and workforce, as
well as the ability to react to change, are better equipped to handle crises.
However, more research is needed to understand how to strengthen a
company’s resilience from a business strategy [14].

Organizations must examine the many stages of reaction involved in
a crisis, establish a crisis management strategy before, during, and after
the critical situation, and limit the negative effects of the disruptive event
to comprehend and handle a crisis, and be able to work for a controlled
recovery, evaluating the actions taken by the organization [15, 21].
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4.1.5  Study Limitations

Organizations must consider a variety of conditions and markets, as
well as their geographic breadth and economic sector (manufacturing,
commercial, services). It is also necessary to undertake a more in-depth
retrospective study in order to establish which competencies are most
suited to various business sizes.

4.2 LITERATURE REVIEW
4.2.1 Organizational Resilience

Organizations must be effective and produce the results for which they
were created. In addition, they need to achieve their goals effectively,
which means that decisions must be made in the proper sequence,
at the proper time, and with the right intensity. In the long term,
a well-managed organization must adapt to its external environment
[25-27].

On the other hand, there are different key economic indicators of
an industry’s prospects for expansion or contraction; market size and
growth rates often vary markedly by region and demographic segment.
Observing external conditions can support managers pinpoint the various
growth opportunities and their limits [28, 29]. Consequently, the chal-
lenges that an organization faces have ramifications in both its specific
(micro) and general (macro) external environments, as well as its internal
operations because it affects itself directly or indirectly [4, 30]. For this
reason, organizations have been subjected to numerous adjustments since
their inception in order to streamline operations and fulfill goals [31, 32].
Companies use a variety of strategies to achieve continuous improvement,
including ISO quality management and quality assurance standards, lean
manufacturing, SWOT analysis, balanced scorecard, and six sigma, among
others [33].

However, being resilient is the ability of a system to adapt to new risk
environments, which means the capability for continuous reconstruction,
keep up a positive adjustment under challenging conditions, and absorb
disruptions to capitalize on events that potentially threaten organizational
survival, transforming them into opportunities to maintain the positive
performance of the organization [29, 34—41].

The term resilience has increasingly been seen in the research literature.
Resilience is studied in various fields, with its earlier origins in the field
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of ecology. In management, the ability of a corporation to renew itself
through innovation, change, and reinvent itself by changing its reactions
to political, social, economic, and competitive influences or difficulties is
known as organizational resilience [29, 42]. A resilience vision focuses
on a company’s ability to withstand disruptions. Some researchers call
strategic resilience the ability of a company to dynamically reinvent its
business model and strategies as circumstances change [43, 44].

Resilient enterprises can effectively adjust their strategy, business,
management system, governance structure, and decision-making direc-
tion; identify and adapt to changing risks; tolerate interference in their
main revenue drivers; and create advantages [14].

4.2.2  Disruptive Events

Negative consequences caused by disruptive events emphasized the need
to address efficient management and promote resilience [40]. Studies
that have conducted literature on the topic of resilience caused by a
disruptive event provided a review in its widest context and later its appli-
cation within the organization [45—47]. Disruptive events are random
events that occur as a result of internal and external factors that have a
detrimental impact on a system’s operations [22]. Quantifying the cost
of a disruptive event means knowing how much it costs to implement
preventive and corrective actions to overcome this issue [22, 41].

The theory of the black swan understands a disruptive event like an
unexpected situation that has consequences on the company’s perfor-
mance. These events are called black swans and are unpredictable events
beyond what is normally expected of a situation and have potentially
severe consequences [48, 49]. In this review, disruptive events are assim-
ilated as black swan events. Black swan occurrences are distinguished by
their exceptional rarity, tremendous impact, and broad acceptance; they
were predictable in retrospect. Despite the last characteristic, it is observed
that even robust modeling cannot prevent a black swan event. As for
the consequences, black swan events can cause catastrophic damage to
an economy by negatively impacting markets and investments [50, 51].

The economic depression caused by SARS-CoV-2 is the disruptive
event used in this research to address the research problem. As orga-
nizations relate to different stakeholders, such as suppliers, manufac-
turers, customers, or sharcholders, any significant disruption event affects
company performance. Therefore, that increases the impact caused on the
economy and the likelihood of organizations facing risks [52].
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4.3 METHODOLOGY

The method applied is the systematic literature review. It is argued that
the systematic review provides the most efficient and high-quality method
for identifying and evaluating large literature. Consequently, it allows for
minimizing bias and subjectivity. The objective is to identify scientific
contributions to a field or question and present the results in a descriptive
way [53].

For a literature review to be effective has to (a) analyze and synthe-
size quality literature methodically, (b) be a good foundation for the
research topic, (c) provide the basis for the selection of a particular
research methodology, and (d) demonstrate that the research to be done
contributes to the body of knowledge or advances the knowledge base of
the research field [54].

The following criteria were used: be an article published in a journal.
Thus, other publication forms (conference proceedings, books, newspaper
articles, unpublished works) were not considered. Four databases were
consulted to identify studies allowing to achieve the aim of this research:
Science Citation Index (Web of Science), JSTOR, EBSCO, and Emerald.
The search was conducted from the start of the pandemic in 2019
through December 2021. Resilience, capabilities, enterprises, organiza-
tions, and firms have been used as keywords within the search function.
One hundred ninety-three relevant articles were retrieved for an in-depth
analysis of the main topic, entire articles were examined, and some did
not match the inclusion criteria. After that, there were 105 studies that
met these criteria.

4.4 RESULTS

So far, this literature study has looked at resilience from the standpoint of
a business. This research looks at the impact of the SARS-CoV-2 crisis in
the enterprise dimension to notice what capabilities companies adopted to
survive the crisis. The identification of resilience capabilities for companies
is shown in Table 4.1. When considering the general features of analyzed
studies, it was found that capabilities identified by researchers and the
most prevailed are adaptability, agility, collaboration, decreased vulnera-
bility, diversification, dynamic capabilities, flexibility, innovation, knowl-
edge and learning abilities, and reconfiguring organizational resources.
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There are three dominant capabilities found in the 105 selected arti-
cles: flexibility, innovation, and knowledge and learning abilities. They are
followed by the capabilities of adaptability, agility, collaboration, diversi-
fication, and reconfiguration of organizational resources found together
in 60% of the selected articles. Furthermore, the capabilities decreased
vulnerability, and the dynamic capabilities represented around 10% of the
total articles.

The organizations that have been analyzed in the selected studies
include companies from various sectors such as manufacturing [55-60],
financial market [14, 61-63], state enterprises [64, 65], sand service
companies, [66—69]. By the firm’s size, the sample covers small and
medium size enterprises [24, 58, 70-73] and large corporations [68, 74].
As well as in several geographical areas among which are China [14, 55,
57,59, 75, 76], Romania [24], Italy [61, 77-81], Turkey [69, 82-84],
Iraq [70], Vietnam [64, 85-89], Croatia [45], United States of America
[90-92], Spain [62, 66, 93-96], Jordan [58, 72, 97], Bangladesh [98,
991, Portugal [100, 101], Arab Emirates [68, 102], Israel [73, 103],
Norway [104, 105], and Pakistan [60, 106-108].

Two case studies were found, one in Asia [39] and the other
in Portugal [100]. The statistical model predominating is struc-
tural equation methods [45, 55, 60, 68, 98], but also researchers
use others such as least squares [57, 90], linear structural relations
[75], panel vector autoregression [59], and Pearson correlation [73].
Meanwhile, the use of qualitative methodologies is lower [93, 109-
112], compared to the use of quantitative ones which is greater
[14, 22, 24, 45, 55,57, 68, 71, 77,90, 98, 100, 113, 114].

As can be seen, the concept of resilience became an urgent term due to
disruptive events [172]. Although adaptability, agility, and flexibility are
typically classified as supporting traits of resilient businesses, they can help
organizations recover more quickly from this predicament and absorb the
impact of environmental shocks [14, 24, 41, 56, 75, 77].

Collaboration capability can enhance the resilience of organizations.
Being collaborative is an enhanced resilience strategy in which at least
two groups or individuals with different viewpoints investigate the others’
activations to evaluate accuracy or validity. Implementing collaboration
actions can be detected quickly enough to mitigate adverse consequences
[119, 121, 125, 126].

The concept of decreasing vulnerability [43, 45, 46, 90, 173] is
linked to the feeling of need, such as lack of financial resources, lack
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of provisions, lack of experience, competition, risk, and others, adopting
organizational capabilities could help to decrease vulnerability, acquiring
resilience capabilities the sentiment of needing something can be handled
in a better way.

Another way to deal with disruptive events is by adopting diver-
sification capability; influenced by the economic trajectories of local
economies. Organizations can adapt their vision, considering the shock
event as an opportunity to diversify their products and services. Diversity
is of great significance to social and economic stability and development,
and some studies [14, 57, 62] have concluded that diversification helps
enhance resilience. Considered that more diversified products and services
become resilient [14, 57, 62, 63, 127, 128].

The strength of the dynamic capabilities of a business determines the
degree of alignment of business resources, including its business model.
To achieve this, organizations must be able to continuously detect oppor-
tunities, periodically transform aspects of the organization, and reposition
themselves in a proactive way to deal with even newer threats and
opportunities as they arise [27, 136].

One of the most critical issues in the literature review is the capability
of innovation that helps to be more resilient [100, 147, 151]. Product
innovations entail technological innovation and market innovation, and
they are a major source of profit for businesses [174-176]. More flexibility
to adjust to disruptive occurrences can be acquired through innovation
[177].

Above all, people learn from a disruptive event, increasing firm knowl-
edge. As knowledge grows, its accumulation produces more knowledge,
which helps to improve processes or procedures, and applied knowledge,
which derives from diverse products. The growing importance of knowl-
edge as an economic resource has been reviewed from many angles, giving
rise to slightly different meanings, each of which tends to emphasize
different aspects, but learning from disruptive events [78, 92, 158, 162,
164] generates innovative ideas that help firms rethink on the capabilities
they can build to be resilient.

Also, companies need to reorganize themselves to adapt to disrup-
tive events. The reorganization has been proposed as a key dynamic
capability. Organizational restructuring and organizational reconfigura-
tion of resources are associated with positive performance, so in dynamic
environments, reconfiguration turns positive [166-168, 170, 171]. The
reallocation of resources can assist pay greater attention to what is vital
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in disruptive occurrences because the current structure of the firms is
related to the past. Through these detected resilience capabilities (Table
4.1), firms embraced the crisis to deal with the effects of the pandemic
event [14, 16, 35, 178].

4.4.1  Theovetical Implications

The extant literature provides some evidence on capabilities adopted by
the enterprises to be resilient and deal with disruptive events. The theoret-
ical mainstays are the institutional theory, the dynamic capabilities theory,
and the black swan theory. Although these theories emphasize the positive
aspects with which organizations can face adverse situations or maxi-
mize the use of their resources, it is recommended that more theories
be included to have a holistic perspective.

Also, it should be emphasized that the resilience capabilities detected
are not exclusive. A longitudinal study analyzing the events that put orga-
nizations at risk would help to understand what other capabilities have
helped organizations to survive to have better handling of the situa-
tion. In addition, there are capabilities highly dependent on each other.
Furthermore, it is necessary to find which of them are more appro-
priate depending on the company characteristics, such as size, sector, and
context.

4.4.2  Practical Implications

Managers or people in positions of leadership in businesses, as well as
other stakeholders, can use the study’s findings to better deal with disrup-
tive events and manage their recovery. Enterprises must be prepared to
plan for short- and long-term scenarios, recognize the scope of the situa-
tion, implement capabilities, determine the actions to be taken in response
to various scenarios that could be caused by disruptive events, adapt their
organizations, and promote a resilient attitude.

Furthermore, organizations must examine the numerous conditions
and markets in which they operate, as well as their geographical reach,
specifically the country and economic entity to which they belong.
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4.5 CONCLUSIONS

There are diverse ways of seeing resilience in the business world, but all
of them agree on the company’s survival and overcoming the circum-
stances of an unexpected event. Enterprises must develop and implement
capabilities to recover and maintain their organizational viability. Orga-
nizational capabilities, as indicated by Teece in his work 2018 Business
models, dynamic capabilities originate in part from learning, integrating
resources, and using complementary assets from a theoretical standpoint.
Many capabilities become routines, and some are only available to the top
management team.

Enterprises are exposed to a broad risk and an unpredictable future
characterized by both internal and external disruptive events due to
several causes such as financial crises, world wars, pandemics, and others
more common like scarcity of resources, lack of resources optimization,
little investment in technology, market segments, low performance in
innovation, lack of expertise, and high taxes. By developing resilience,
organizations can decrease the degree of risk they are exposed to and
increase their ability to adjust to uncertain events.

Finally, the research and capabilities used by enterprises to deal with the
impact of SARS-CoV-2 in this literature review are as follows: adaptability,
agility, collaboration, decreased vulnerability, diversification (products
or services), dynamic capabilities, flexibility, innovation, knowledge and
learning abilities, and the reconfiguration of organizational resources.
Therefore, resilient organizations can cultivate these capabilities under
challenging conditions to find subsistence opportunities.

Some of these capabilities are frequently identified as attributes (adapt-
ability, agility, collaboration, flexibility), others as skills to be acquired
(decreased vulnerability, reconfiguration of organizational resources), and
others that involve more complex processes to be implemented (dynamic
capabilities, innovation, diversification, knowledge and learning abilities).

It is also feasible to take a better approach to the problem and choose
the capability that best meets our organizational needs by classifying the
sorts of disruptive events. Furthermore, after the most vulnerable orga-
nizational areas have been recognized, measures must be made to relieve
the strain.

In the literature exploration, we cannot speak of a profitable sector
that has not been affected by the SARS-CoV-2 in extremity; all busi-
ness sectors on a global scale were affected. Enterprises need to identify
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the internal characteristics and external influences which make them
vulnerable to events.

To survive the economic depression caused by SARS-CoV-2, organiza-
tions studied here achieve desirable resilience through related opportuni-
ties with their products or services; they, also use internal collaboration to
form decision-making teams to deal with the emergency. Therefore, some
strong enterprises adopt strategic deviance, while weaker enterprises diver-
sify. Also, some organizations use operational flexibility to deal with the
disruption event, and some make changes in the reconfiguration of their
resources.

Moreover, suppliers’ payment conditions showed a direct relationship
with enterprise resilience capability, with lower use of debt capital, as well
as managers developed solutions for fulfilling and maintaining customer
relationships arising from the inability to resume production in the short
term.

On the other hand, enterprises should demonstrate, openness to
product innovation and adaptation to respond to the disruptive event.
This can be accomplished through investments in R+D, educational insti-
tution collaborations for the development of new products, and national
innovation systems, among other things.

Organizations face several difficulties, and resilience capabilities are a
critical tool for preparing for changes that may jeopardize their survival.
Connecting systems, people, processes, and information, allows an enter-
prise to become more responsive to the dynamics of its environment.

Finally, the application of organizational resilience, requires the
commitment of corporate governance, improving infrastructure, efficient
use of technology, and resources available to support its implementation.
Increasing resilience entails putting to use the resources and capabili-
ties that businesses already have or can develop in order to deal with a
disruptive event. Enterprises must design a plan to address the problem,
determine the priorities, assess the financial impact, and reclassify the
sources.

Future Work

Processes, systems, technology, and infrastructure should all be inves-
tigated further to make them more resilient. Analyze businesses in
various domains and conduct cross-comparisons to improve the proposed
framework.
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