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Introduction

Crises are unexpected events that have the potential to cause high impacts on organisations,
putting them in a situation of risk. This type of events requires a quick response and sometimes
also the intervention of the government (Parker, 2024). Organisational crises are characterized
by high ambiguity and unknown causes and effects, sometimes come as a surprise and can

threaten the survival of an organisation and its stakeholders (Pearson and Clair, 1998).

Crises can be short-lived or prolonged based on the time horizon on which they occur (Skade
et al., 2025). Covid-19 pandemic was a prolonged crisis characterized by multiple waves with
different intensities of urgency to react. It can be considered as a systematic and social crisis
because of its impact on world’s economy and the health and life of the population. Exceptional
measures such as lockdowns were taken, increasing uncertainty for organisations in a

significant way.

In order to deal with this type of periods, companies need to develop what is called
organisational resilience, meaning the ability to cope and recover from a period of crisis.
Organisational resilience, however, does not consist only on reacting or rebounding from
difficult times but also learning from them and adapting by integrating systems that will help

the company in the future to navigate better during crises.

It is known that organisational resilience can be supported and developed by various factors
such as financial, structural, human and social resources (Raetze et al., 2021). However, it is
interesting to investigate if management controls practices, which are key mechanisms in the
functioning of companies, especially in the big ones, are able to support the development of
organisational resilience. Management control refers to the mechanisms used by managers with
the goal of aligning employees’ decisions and behaviours with the firm’s strategies and
objectives (Merchant and Van der Stede, 2017). Management control is fundamental to ensure
that employees know what is asked from them and have the necessary motivation and skills to

perform their job.

This thesis has two principal aims. The first one is to investigate Covid-19 impacts to some
Italian companies and their responses to manage this period, analysing what supported their
organisational resilience in terms of anticipatory and coping capacities of the Financial

Resilience framework of Barbera et al. (2017). The second aim is to investigate whether



management controls practices supported the development of organisational resilience during
the pandemic period, analysing the typologies of control referring to the Object of Control
framework of Merchant and Van der Stede (2017). The research is based on a qualitative
analysis of data collected through 10 interviews, involving a total of 11 companies, that were

done during September and October 2025.

The thesis is structured in four chapters. The first one explores the characteristics and functions
of management control, providing its definitions, its roles and the reasons why it is a key part
of an organisation. This chapter analyses also the concept of management control systems as a
package and the Object of Control framework of Merchant and Van der Stede (2017). The
second chapter is focused on the concepts of crises and resilience and explains the Financial
Resilience framework of Barbera et al. (2017). It ends with an analysis of the social and

economic impacts of Covid-19 pandemic.

The third chapter is about the research method utilised. It shows the structure of the interviews
and information about the companies interviewed. The fourth chapter provides the findings of
the qualitative analysis and is divided in two parts. The first part analyses the Covid-19 impacts
and the companies’ responses, assessing their anticipatory and coping capacities related to
resilience according to the Financial Resilience framework of Barbera et al. (2017). The second
part analyses how management control systems favoured organisational resilience, referring to
the typologies of control provided in the Object of Control framework of Merchant and Van der
Stede (2017). Finally, the conclusions chapter elaborates the findings of the analysis.



Characteristics and Functions of Management Control

The old and narrow view of management control considers it only as a loop that starts from
measuring performance, comparing it to pre-set standards and finally taking corrective actions
if necessary. Merchant and Van der Stede (2017) consider a broader view of management
control. The goal is no more only measuring performance, but encouraging employees and, in
some cases forcing them, to behave in order to achieve the goals of the company. For this
reason, management control can be defined as the mechanisms used by managers with the goal
of aligning employees’ decisions and behaviours with the firm’s strategies and objectives.
Controls can be proactive or reactive based on whether they are designed or not to prevent

problems before negative consequences arise.

Management control, due to its focus on execution and strategy implementation, can be
considered as the back end of the management process which involves objective setting,
formulation of strategy and management control. Management control aims to ensure that
employees know what is expected from them, work in line with the organisation's strategy and
they are capable to do it well. In cases in which this is not achieved, controls problems must be

addressed.

Three are the causes at the base of the need of control: lack of direction, motivational problems
and personal limitations. Lack of direction happens when employees do not know what 1s asked
from them and so do not perform well. Motivational problems arise because individuals are
self-interested and so their interests are not always in line with those of the organisation. Finally,
personal limitations, regard reasons, some of which person-specific, that lead to an undesired
performance. This can happen for example when employees are promoted to a role whose level
of competence is higher with respect to those that they possess. These three-control problem

can occur together.

Since having perfect control is impossible because of its inefficiency, control loss usually arises.
Control loss refers to the difference between the theoretically possible performance given a
certain strategy, and the performance expected adopting the selected management control
systems. The ultimate goal is to reach a situation of optimal control, so when control loss is less
with respect to the costs of implementing additional controls. Controls to be effective must be

both future oriented and objectives driven.



It is possible to limit the probability of controls problems to occur through avoidance strategies

such as activity elimination, centralization, automation and risk sharing.

Activity elimination refers to avoiding control problems through practices such as licensing,
subcontracting and divestments. This can be helpful especially when managers don’t have the
adequate resources and good understanding about the activities or there are structural or legal
limitations. The second strategy is automation and involves using robots, computers and other
systems to reduce control problems. Using computers solves the problems of inconsistency,
inaccuracy and lack of motivation but have the problems of cost and feasibility, since humans

may be still needed for some tasks.

Centralization happens when top management takes all the important decisions without
considering judgement of lower-level employees. This reduces control problems but
centralising all decisions is almost impossible. Finally, risk sharing reduces control problems
by for example buying insurance to protect the organisation, or by entering a joint venture
agreement. All these four strategies remain still a partial solution to control problems, since

avoiding all risks is impossible.

Management control involves the use of different instruments. Two of those are planning and
budgeting. Planning and budgeting are helpful because they allow to translate the vision of
managers into a set of tactics which are organised. They provide a standard to measure progress
and performance and have behavioural implications. There are costs associated with these two
systems, particularly in management time dedicated to negotiating targets, in fact these
processes usually are done infrequently, typically annually. Another problem is that if targets
are set too early in advance, they may become obsolete, especially in the case of environments
that change fast. Annual budgets are still very useful to motivate and coordinate actions and

behaviours of employees.

Strategic planning should be done in the correct way by avoiding it to be too much quantitative
or bureaucratic. Plans should assign accountability and responsibility for performance and
match the conditions the firm is facing. Budgets then turn plans into performance targets to

which are related performance evaluations and rewards.

A key role of management control refers to the measurement of performance. The primary goal
of for-profit firms is to maximize the value of shareholder in the long term. Measuring
performance based only on short term return measures and accounting profit is not the right
thing to do because it does not show the effective ability to create value in the long run.

Assessing performance based only on financial indicators can also lead to the problem of



suboptimization, which particularly happens in the case of using accounting-based ROI type

measurcs.

The use of financial results controls can lead managers to focus excessively on short term
accounting profits, a problem called myopia, which represents a negative side effect of
measuring performance based only on financial measures. Merchant and Van der Stede (2017)
suggest different ways to alleviate the problem of myopia. The first one is relaxing the pressure
for short-term profits. This can be done by reducing the weight that is given to quarterly or
annually profit targets and, instead, focusing more on longer term performance indicators,
which can be, for example, technical breakthroughs or market share. An alternative is to make
it easier to achieve short term results, in order to promote managers’ focus on long term
initiatives.

The second method to limit the problem of investment myopia is to assess only short-term
operating performance when rewarding managers through financial results controls. In this way
it is possible to not take into account costs of long-term investments, meaning that managers
will be discouraged to cut investments valuable in the long run to boost profit in the short term.
To implement this method, it is firstly necessary to make the distinction between operating and
developmental expenses to then focus on maximizing only operating income. This approach
has two limitations. The first is that it is not always possible to make a clear distinction between
developmental and operating expenses, and the other is that the final decision about which

developmental expenditures fund or not is moved to the corporate management.

The third approach to reduce the problems associated with myopia is extending the
measurement horizon, improving in this way congruence of the accounting measures of
performance with economic income. This can be done, for example, providing long-term
incentives based on performance targets such as EPS or ROE calculated over a three-to-five-
year period. Also short term incentives can be useful to promote long term performance by

deferring the payment of them through providing shares or performance bonds.

The fourth possible remedy to myopia is to estimate economic income through the calculation
of the present value of future cash flows. This method can be problematic because it is based
on estimations that could be biased by managers and so precision and objectivity may not be
possible. This although could be solved through revisions of estimates by independent third

parties.

The fifth approach involves improving the measures used to assess performance to achieve

better congruence with economic income. Examples can be using depreciable lives for fixed



assets that are close to the actual economic lives of them or better capitalizing investments. The
problem is that these improvements are costly because most of them deviate from the
accounting rules to be applied resulting in having performance reports used to control managers

that are different from those that need to be prepared for financial reporting.

The last method to counteract the problem of myopia is to include other performance measures
that are future-oriented, including, for example, some non-financial measures. Leading
indicators, including value drivers such as customer satisfaction, R&D, product quality and new
product development, can be used since they are connected to future performance. A useful
instrument that is increasingly being adopted recently is the Balanced Scorecard that measures
performance in financial, customer, internal and innovation and learning perspectives, including
about 23 to 25 measures that can be both financial and not financial. This makes measures of
performance more complete, congruent and flexible. In addition, it takes better in consideration
the view of all stakeholders and improves understandability making easier for managers to

understand what is requested to create value.

When defining measures of performance, it is important to not consider too many of them since
it may cause managers to give not enough importance to the ones which have low weight.
Giving weights to different measures is not easy since factors interact with each other and
changes must be made according to the strategy and organisational settings. Sometimes
managers apply their own implicit weights causing problems. In addition, costs must be

considered.

Another key role of management control is the design of incentive systems that connect rewards
or punishments to performance evaluations, motivating employees in acting towards
organisational objectives. Incentives provide three benefits. The first is informational, because
they contribute to informing and attracting attention of employees to the key results areas such

as customer service, growth and costs, to which effort should be directed.

The second benefit is motivational because incentives induce extra effort, which is necessary
to perform certain tasks well. Incentives might be needed also by already hard-working
employees, because of some tedious or difficult actions that need to be made such as training,
resolve customer complaints or making cold sales calls. Incentives are also used to attract and
retain personnel. Since compensation is usually tied to performance, this can help attracting the

desired employees if the offering is better than those of competitors.



Incentive systems are useful also for non-control purposes. If these systems are connected with
performance, compensation will vary according to it, allowing a reduction of expenses in

periods in which performance is low.

The most common type of rewards are monetary incentives which can be categorized in salary
increases based on performance, and short- and long-term incentive plans. Salary increases are
positive permanent improvements of an employees’ salary that usually are connected to cost-
of-living adjustments but can also be based on merit. They are seen as an incentive when are

connected to good performance or the acquisition of certain skills.

Short term incentives are for example commissions, bonuses or piece-rate payments. They
connect pay to performance but also share risk. They usually provide cash payments, can be
applied to individuals or groups, and can be connected both to financial and non-financial

measurcs.

Long-term incentives are connected to performance which is measured over a period greater
than one year to reward the ability to create value in the long run. They motivate employees but
also attract and retain talents through encouraging employee ownerships, making compensation
more attractive and connecting incentive payouts to service period requirements. Usually, this
type of incentive is restricted to higher levels of management. The period over which they are
applied depends on the situation, measures of performance used are various, and the targets can
be cumulative or end-of-period. Long term incentives can be consecutive or overlapping
depending on the timing of the performance cycle. Equity based plans are commonly used and

include stock option plans, restricted stock plans and performance stock or option plans.

There are different characteristics that characterize effective incentive systems. Rewards should
be valued otherwise they will not provide the necessary motivation. Designing valuable rewards
is not easy because of differences in tastes across individuals based on country, culture but also
position in the hierarchy of the company. Rewards should be also large enough to have an
impact and at the same be understandable by employees. Rewards should be timely, since a
delay could dilute the motivational effects, and be durable. They should be reversible in order

to correct possible mistakes and be cost efficient.

Incentives can be connected to group performance through group rewards. Group rewards do
not provide direct incentive effects unless individuals feel they are able to influence
performance connected to the rewards promised in a considerable extent. Even if there are

problems connected to group rewards such as free riding, benefits can arise through the



spontaneous generation of cultural controls in which team members monitor each other and

sanction undesired behaviours.

Chenhall (2003) investigates the links between management control systems and contextual
variables such as external environment, strategy, organisational structure, culture and
technology. Chenhall (2003) considers MCS as something broader than management
accounting systems since it includes also other types of controls such as personal or clan
controls. Management control systems moved from focusing only on formal financial
information to considering also external and non-financial information related to customers,
markets, competitors and processes. MCS shifted from being perceived as a passive tool whose
role was to provide information to assist managers, to an active tool that enables individuals to

achieve goals.

Controls are classified from mechanistic to organic controls. Mechanistic controls are based on
standardized operating procedure, formal rules and routines. On the contrary, organic controls
involve only few rules and standardized procedures, are richer in data, and for these reasons are
more responsive and flexible. Organic and mechanistic controls can be distinguished based on
manager’s discretion, coordination, power and interdependences within and between groups.
Organic controls are coordinated through mutual adjustment, show higher interdependences
between work groups and involve more power and discretion. Mechanistic controls can be
connected to hierarchy and goal setting and rely on programmes, rules and procedures. Instead,
organic controls are responsible of the creation of vertical information systems, slack resources,

self-contained tasks and lateral relations.

With respect to the relation with the external environment, management control systems tend
to be more open and externally focused the higher the uncertainty. Formal controls and
traditional budgets are emphasized when the external environment tends to be hostile and
turbulent. In conditions of uncertainty, tight financial controls are used together emphasizing

flexible interpersonal relationships.

Regarding generic concepts of technology, formal controls relying on traditional budget and
process control with less budgetary slack, are prevalent in presence of technologies
characterized by automated and standardized processes. Instead informal controls are
emphasized in presence of technologies that bring task uncertainty. This informal type of
controls can include for example behaviour controls, more personal and clan controls, and less

reliance on standard operating procedures. Informal controls, such as more interaction between



superiors and subordinates, less emphasis on budget and more informal coordination, are

promoted by technologies which are highly interdependent.

Organisational structure is another contextual variable capable of influencing MCS. A
decentralized structure with high diversity and sophisticated technologies promotes the use of
traditional and formal controls such as formal communication and budgets. Decentralization
promotes integration and aggregation. Different types of controls are adopted depending on the
department. Research and development department relies more on participative budgeting
because of a higher task uncertainty. The marketing department, instead, is associated with

open, informal controls because of uncertainty in the environment.

With respect to size, large organisations rely more on sophisticated controls and emphasize and
participate in budgets. Large organisations’ processes tend to be more formalized and operations
more diversified. Organisational structures tend to be more divisionalized. Culture is another
variable affecting MCS especially in multinational companies. This means that controls that are

effective in one country, might not be the most appropriate in another.

Finally, strategies related to cost leadership are associated to an increased reliance on formal
and traditional controls concentrated to monitoring costs and using rigid budgets. In the
presence of product differentiation, instead, broad scope control systems are preferred and in
case of strategies of customization, integrated and aggregated controls are promoted. Prospector

strategies rely more on informal organic controls that are also more subjective and interactive.



Management Control as a package

There is plenty of literature that analyse management control as a set of separate controls, such
as budgeting or performance measurement or also strategic planning. This approach has a
problem, according to Malmi and Brown (2008), because management control systems cannot
work in isolation because control systems interact with each other since they are part of a
broader organizational system. Secondly, the adoption of new tools such as the balanced
scorecard and activity-based costing has been studied focusing on the instruments individually,
but doing so, it doesn’t consider if the impact of these new tools is influenced by the already

existing control systems package.

The third problem is that considering management control as a set of separate controls makes
it difficult to understand which is the impact of controls which are not formal, so for example
cultural or administrative controls and to determine if and how they are able to substitute or
complement with each other. To solve these problems, Malmi and Brown (2008) develop the
concept of considering Management Control Systems as a package of coordinated mechanisms
that can influence behaviour. Controls are categorized in five different forms. These are:

planning, cybernetic, reward and compensation, administrative, and cultural controls.

Planning controls are used to set goals of the organization and the standards to obtain in relation
to the objectives that are set. To provide support to reach these goals, this type of controls
establishes also which are the effort and behaviours required from employees. There are two
approaches. The first one is action planning which regards more a short-term perspective since
the goals are set for a period of 12 months or less. The second approach has more a strategic
focus since it regards the establishment of medium- and long-term goals. Planning controls are
used also to align the goals between the different functional areas of the organisation, so that it
is possible to control the activities of groups and individuals. Planning can work independently

from financial controls and still be able to maintain its ability to guide behaviours.

The second category of the Management Control package includes cybernetic controls. Malmi
and Brown (2008) referring to Green and Welsh (1988) define them as a process which starts
from setting standards of performance, then measuring it, comparing it with the standards that
were established and finally making the necessary modifications. In a company, examples of
cybernetic controls can be information systems. If managers could identify by themselves

which modifications they have to make to their behaviours to better reach the goals of the



organisation without needing the involvement of other people, cybernetic systems could be
considered as a system of information and that supports decision making, but since this doesn’t
happen, they are used as management control systems. Budgets, financial and non-financial

measure and a mix of these two are considered to be the four basic cybernetic controls.

The third group is about reward and compensation controls. Their goal is to motivate employees
through extrinsic incentives in order to promote effort. Malmi and Brown (2008) suggest that
effort can generate good performance in three ways. The first is effort direction which happens
when workers focus on the right tasks. The second is effort duration, so the longer an employee
works for his tasks, the higher the performance should be. Finally, effort intensity means how
much intensity and attention is given to the tasks performed and also in this case this should
improve the results. Reward and compensation controls are used also to promote group
performance and cultural values. Usually, they are applied in conjunction with cybernetic

systems.

The fourth typology regards administrative controls that aim to influence the behaviour of
workers by deciding who employees are accountable to, so basically the lines of reporting and
of authority. In addition, they involve how the behaviours should be monitored and also
establishing the standards to follow when performing tasks and behaviours. Among this type of
controls, according to Malmi and Brown (2008), we can include organisational design which is
considered as something which can be changed by managers and so, for this reason, it can be
considered as an organisational control. Another administrative control is the governance
structure which regards the composition of the board of directors but also the systems that are
used from the directors to meet with each other to coordinate the activities. Finally, also policies

and procedures can be considered as administrative controls.

The final category is the one of cultural controls. The first type of cultural controls are value-
based controls, which aim to set the direction on which workers should act. This can be obtained
by for example recruiting individuals which are characterized by values that are those requested
by the organisation. The second way is that individuals, by working in the organisation, adapt
their values to those required or they are explained the right values, and they adopt them because
they are obliged and not because they believe in them personally. The second type of cultural
controls is symbol-based controls which consist in creating, for example, workspaces or dress
codes that are able to promote a certain type of culture. For instance, using an open office can
sustain a culture that promotes communication and for this reason this in turn influences the

behaviours of workers. Finally, also clan controls are part of cultural controls. Clans refer to



groups of individuals that being together they share certain skills, values and beliefs that can be

developed for example through rituals and ceremonies.

Malmi and Brown (2008) insist that controls are built through a process that involves different
actors and sources. They are part of a “package” since they are not homogeneous but especially
because they are linked and are able to influence each other. It is important that systems are

aligned because mismatches can have negative consequences on performance.

Bedford (2020) makes the distinction between considering management control as a system or
as a package. In the system approach, when there is a problem, management control practices
operate interdependently, and this is taken into account by the decision makers. Instead in the
package approach, it is investigated how control systems are used to solve control problems but
without considering if they operate independently or interdependently. For this reason, a MC
package can be considered both sets of practices that are independent from one another but also

sets of practices that operate depending on each other so in a interdependent way.

Bedford (2020) also suggests that the distinction between interdependence and independence
is not so obvious, because a practice can have at the same time independent or interdependent
effects based on the control problem for which they are used. Depending on the package there
can be different levels of interdependence, and if a practice is core to the package, the

effectiveness of the package considered as a whole, strongly depends on that practice.

Bedford (2020) considers the effects that are originated by the interdependence between
practices. At first are investigated the causal forms that are able to originate complementary
effects, which are three. Compensating effects are when a practice improves another practice
ability to address control problems by acting against and reducing the weaknesses associated
with that practice. The second way refers to reinforcing effects which, on the contrary with the
previous effect, focus on how a practices improves the strengths and attributes of another
practice. Finally, enabling effects happen when a practice favours the development of certain

conditions that helps another practice to solve a control problem.

The casual forms associated with substitute effects are examined too. There are inhibiting
effects which happen when a practice reduces the effectiveness of another practice.
Exacerbating effects happen when a practice increases the negative effects caused by another
practice. Finally, instigating effects are when a practice favours the development of certain

conditions that causes that another practice has a negative effect on an outcome.

All these casual forms cannot be considered mutually exclusive. The management control

practices, to be considered interdependent, need the relation of dependence to not be unilateral



but bilateral so that effects are for both parties. Control problems must be clearly specified, and

also casual mechanisms must be taken into consideration.

Bedford (2020) analyses also the causal forms related to the independent effects that can arise
from management control practices. The first form is supplementary effects and happen when
a practice is able to contribute to the resolution of a control problem when, at the same time,
other control practices independently contribute to the resolution of the same control problem.
In the case of conflicting effects one practice has a positive effect for one control problem, but
negative consequences for another one. Redundant effects happen when it unnecessary to use a
practice in order to solve a control problem because it does not provide a benefit to use it.
Finally, interchangeable effects are when you can change a practice with another one resulting

in the same outcome, so being able to solve the same control problem anyway.

Bedford (2020) points out that there are two methods that should be used to examine
management control packages. The first one is named fuzzy set qualitative comparative analysis
(fsQCA) and usually it is used to evaluate the combinations of attributes that are employed to
reach a result. The author suggests other ways in which this method can be used. The first is to
analyse which contextual factors are related to the adoption or not of control practices. An
example can be that clan and cultural controls are mainly used by companies when the outcomes

are difficult to measure and tasks are difficult to be programmed.

Fuzzy set qualitative comparative analysis, according to Bedford (2020) could be used also to
analyse temporality. For example, in certain contexts, if the belief systems are adopted before
using interactive controls, the overall effectiveness of management control will be higher.
Attributes can be used in fSQCA to establish if it is importance to adopt controls following a
sequence to obtain a more effective result. This method could also be used to assess which
contextual factors caused a significant change in management control packages by seeing if

companies that have a certain MC package, then moved to a different package.

Packages shouldn’t be analysed only quantitatively, but also in a qualitative view, since in this
way it is possible to detect the complex interconnections, and also the associated consequences.
The approach which should be considered is process tracing which considers that there is a
process that creates causal relationships between different variables and can be very useful to
analyse how people that make decisions adapt management control packages. Process tracing
helps also to evaluate the interdependencies that originate and which are not caused by

coordinated actions and decisions, because packages can be influenced by decisions that were



taken in previous moments. These two methods, fuzzy set qualitative comparative analysis and

process tracing can be also used together.

Demartini and Otley (2020) developed the idea of loose coupling performance management
system to try to solve the dichotomy that considers PMS could be designed as packages or
systems. Loose coupling means that a system has a degree of coupling which is at an
intermediate position between no coupling at all and tight coupling. This system is defined as a
set of controls mechanisms which are dynamic and related to each other considering them at
the overall level. These control mechanisms respond both to external and internal changes, but,
simultaneously, they are characterized by distinctiveness, meaning that they respond differently

based on the local control needs.

Demartini and Otley (2020) start by analysing the responsiveness of performance measurement
systems, which is the characteristic to respond to external or internal changes. Responsiveness
depends on strength, directness, consistency and dependence. Strength depends on the extent
to which one of the mechanisms of a performance measurement system influences other
mechanisms, in terms of change which is defined in four dimensions: intensity, frequency,

importance and probability.

Directness, instead, is high when two different mechanisms of a PMS have a direct impact on
the targets of each other. This increases internal consistency because, if there is change in a
target to which a mechanism of the PMS is connected, to ensure the effectiveness of the whole
system, it is needed also a change in the other mechanisms related to the first one. For example,
if the targets related to performance are not aligned with those regarding the rewarding system,
it would be a problem. Consistency is when two mechanisms of a PMS react similarly to
changes of the external environment. Finally, dependence occurs when mechanisms have the

same performance measures.

The other characteristic that can define the degree of coupling of performance measurement
systems, according to Demartini and Otley (2020), is distinctiveness. Distinctiveness refers to
the ability of some mechanisms to operate autonomously from the other mechanisms of the
system, allowing to develop more flexible and specific responses to local control needs.
Distinctiveness is characterized by emphasis on control, which depends on whether the PMS’s
approach is more ex-ante and based on planning, or more ex-post and based on control. Another
characteristic that impacts distinctiveness is use, which refers to the degree to which

mechanisms are used interactively. Finally, discretion depends on whether the performance



measurement systems mechanisms measure performance more based on objective or subjective

information.

Demartini and Otley (2020) built a PMS coupling index (PMSCI) based on the measures of the
different dimensions of responsiveness and distinctiveness. Two hypotheses were developed to
be then tested using a questionnaire-based study. The first one is that PMS whose mechanisms
are loosely coupled have a better impact on the perceived effectiveness of the system when
compared with the other two extremes of degrees of coupling, so tight coupling or no coupling
at all. The second hypothesis regards loose coupling mechanisms having a better impact on

process innovation.

The results suggest that no coupling is related to less effectiveness and innovation. Loose
coupling is associated to a better perceived effectiveness but without reaching the traditional
levels of statistical significance. It is shown that in the case of tight coupling, after reaching a
medium level of coupling, the effects on effectiveness were small. Loose coupling is also
associated with better process innovation but only with small differences with respect to tight

coupling.

Grabner and Moers (2013) argue that the reductionist approach, meaning the one that considers
that management control systems operate in isolation, has been criticized for valid reasons, but
the problem is that the opposite approach, so the systems approach, that considers
interdependencies between control systems, has not brought the necessary solutions. Their

study focuses on the internal consistency of control systems.

Grabner and Moers (2013) provided a formal analysis of management control design. They
assume there is a decision maker that faces a maximization problem based on different variables
including management control practices, contextual variables and others. The decision maker
can make choices about the control practices; the other variables are predetermined. They

consider two approaches: the reductionist and the systems approach.

The reductionist approach considers that the value of a control practice is not affected by the
adoption of other management control practices, but only by contextual factors. In the case of
the system approach, instead, control practices’ value is affected by both factors because it
requires internal consistency. Interdependencies, to be considered as that, must be symmetric,
so be part of a pairwise relationship. Management control practices are considered complements
when the benefits of the use of one practice increase with the use of other practices and vice

versa, instead, practices are considered substitutes if the benefits of doing so decrease.



Regarding empirical implications, Grabner and Moers (2013) suggest that if the control
practices are independent, there is a possibility of assuming in a wrong way that they are instead
interdependent using the systems approach, meaning to have a Type I error, so a false positive.
This can happen, for example, when the control practices taken in consideration are influenced
by the same external factor, that can be the company size or industry type. Instead, when using
a reductionist approach, there can be the opposite problem, so a false negative, called also Type
II error, that happens, for example, when one control studied singularly seems to be effective,

but in reality, it works well only because it is interdependent with another.

Instead, regarding empirical strategies, Grabner and Moers (2013) show there are two possible
strategies that can be used to assess if management control practices are interdependent. The
first approach focuses on the payoff function and the second one, instead, focuses on the choices
that are made to maximize the profit function. The first method assumes that if two control
practices are interdependent and so work well together, there will be a significant effect on
outcomes. To apply this method, performance should depend directly on the decision process,
and problems can arise when this method is used to analyse more than two practices, because
all the interactions should be considered. This method is the most effective when decision
makers don’t have a complete and good understanding of the interdependencies, or when they

have not incentives to take them into consideration.

Also in the second method, based on demand functions, having more than two relevant practices
can generate problems. The difference is that this method is the most effective when
interdependences are well understood and decision makers don’t have incentives to ignore

them.



The Object of Control Framework

The Object of Control Framework was developed by Merchant and Van der Stede (2017) and
it is a model that aims to align the behaviour of employees with the objectives of the
organisation. This can be difficult to obtain because employees have their own goals, interests
and information and so they might not work in the right direction. This problem increases when
the organisation expands, and work gets more interdependent and so for these reasons also

supervision becomes more difficult.

The object of control framework is able to identify specifically which aspects of behaviour can
or cannot be affected by control plans, in a direct or indirect way. The interesting part about it,
is that it doesn’t think in terms of tools such as budgeting systems or performance reviews, but
it asks what is being controlled. It considers four different categories of controls, which are
results controls, action controls, personnel controls and cultural controls, and focus on different

"objects" of employee behaviour.

The object of control framework recognises that different types of contexts need different types
of controls. For example, in the case of regulated industries, more strict controls may work
better, but in the opposite case of a company of creative and professional services, cultural
constraints and personnel controls may provide a better outcome. In the case in which
performance is observable, results controls may be the best choice, but when there is high
ambiguity and there is the need for discretion, behaviour should be aligned through trust,

internalization of beliefs and peer influence.

Results controls are the most common type of controls used to direct the behaviours of workers
at different levels of the organisation, especially for employees with decision authority, called
professional employees. Results controls are applied in organisations characterised by
decentralized forms constituted by autonomous entities or responsibility centres. In this way,
the various organisational entities can operate autonomously and be responsible for their
performance, but at the same time, using controls, corporate management is able to assess the
effectiveness of the different entity managers. Results controls do not necessarily regard only

management levels, since they can be driven also to lower levels.

Results controls provide information to employees about what is expected from them but also

motivate them to achieve the desired results. In this way, lack of direction and motivational



problems are addressed. Results controls are able to attract and retain people that are confident
about their abilities, and promote development of talent, alleviating the problem of personal
limitations. Performance measures can help to understand if changes in the processes, managers
or strategies are needed, leading to intervention which is at the base of a management by
exception approach. For these reasons, results controls contribute to controls of feedback

nature, which are not motivational and allow detection of deviations.

The first step for the implementation of results controls is defining performance dimensions.
This should be done taking into consideration the positions of all stakeholders including
shareholders, customers, suppliers, employees, creditors and society at large. It’s critical to
identify the appropriate performance measures, which should be aligned or congruent with the
performance dimensions, because what you measure is what you get. Choosing the right
measures is essential because employees focus more on measured performance since it is what
is considered and rewarded. For this reason, the choice of appropriate measures is essential to

make desired and measured performance closer.

When this choice is not done properly, multitasking problem can arise, meaning that employees
move their effort away from measures that are not easily measured, such as employee
development or long-term investments. Another undesired potential consequence of results
controls is the encouragement of excessive risk taking by, for example, setting too high results

targets, leading to an undermine of work ethic.

The second step in the implementation of results controls is measuring performance. Individual
or entity performance can be assessed. Both objective financial measures, such as financial
ratios, and objective nonfinancial measures, such as customer satisfaction or market shares, can

be used. Subjective judgements can be involved too.

The measures used depend on the organisational level. Higher levels are usually assessed based
on financial or market terms, instead lower levels are usually evaluated on operational
measures. This difference creates a hinge in the management hierarchy, leading to the necessity
for middle level managers to convert financial goals into operational targets to be able to

communicate to lower-level managers.

The third step of the implementation process of results controls involves setting performance
targets. These targets influence behaviours by providing motivation to employees since they are
given a clear direction to pursue, but also by allowing workers to evaluate their performance by

comparing it to the required standard.



The final step to implement results controls consists in providing rewards that can be monetary,
such as bonuses or salary increase, or non-monetary, as in the cases of recognition and power.
Punishments, such as demotions or dismissal, instead, are given in the case of poor
performance. Rewards can be extrinsic, when they motivate employees through results
measures, or intrinsic, when employees have an internal sense of gratification for reaching the
desired results. The motivational strength of rewards is determined by expectancy theory, which
states that the motivational force depends on the expectancy that the behaviours will lead to the

desired results, and on the valence attributed to the outcomes.

There are different conditions that determine if results controls are effective. The first one is
knowledge of desired results. Results must be clearly understood and communicated to
employees so that are unequivocally known by all levels of the organisation. It is also necessary
that objectives are disaggregated into specific targets, for all levels of the organisational
hierarchy, because there can be trade-offs and conflicts between different levels, since different

areas may have conflicting objectives.

The second condition for results controls to be effective is controllability, meaning the
employees’ ability to influence desired results. Uncontrollable factors or noise must be excluded
when measuring performance. In the case in which this is not possible, results controls will be
not effective. The last condition for having effective results controls is the ability to measure
controllable results effectively. The goal is to use measures that are congruent and controllable,
meaning that desired behaviours are evoked. Other characteristics that influence the
effectiveness of measures are precision, objectivity, timeliness, understandability and cost

efficiency.

Precision refers to the extent to which measures, that are done repeatedly under similar
conditions, display the same result and so can be considered reliable. Precision is essential to
not lose information value, but it is not always possible to obtain because some measurements

are systematically biased or contain random error.

Objective measures are those that are unbiased since they are not influenced by interpretations,
emotions or personal feelings. Low objectivity usually brings to systematic error caused by
leniency, selectivity or lack of self-criticalness. This can happen, for example, when
performance is self-reported. To improve objectivity, measures can be done or verified by

independent parties.

Timeliness refers to the time that passes from performance and the measurement of the results.

Timeliness improves motivation and the value of interventions since delayed responses might



not be effective. Understandability is important because employees must understand what they
are held accountable for, and what to do to influence the measure. Finally cost efficiency is

needed so that costs do not exceed the benefits.

Action controls are the most direct type of controls since the focus of control is directly the
actions performed by employees. The first basic form of action controls is behavioural
constraints. Behavioural constraints are a negative form of action controls since they pose
physical or administrative constraints on behaviours that employees should not adopt.
Examples of physical constraints can be passwords, locks on desks or restriction on access to
certain areas. Administrative controls can be, for example, separation of duties in which tasks

are broken up so that it is impossible for one person to do the entire task on his own.

The second form of action controls regards preaction reviews which involve the approval,
disapproval or modification requests of action plans. Action accountability is the third form of
action controls and means making employees responsible for their actions. The appropriate
actions are defined, then communicated, and finally rewards or punishments are provided based
on what is observed. Communication is very important, as it is tracking of action. Actions can
be tracked through direct supervision or monitoring by people or technological systems, or

through examination of activity reports or documentation.

Finally, redundancy is the last basic form of action controls and consists in assigning more than
one employee to a task to ensure that it will be completed in a reliable way. Redundancy is
rarely used because of being expensive and because it can lead to frustration, conflict or

boredom.

Action controls are helpful since they mitigate the control problems. Preaction reviews are able
to address all of them meaning lack of direction, motivational problems and personal
limitations. Redundancy solves all of them except lack of direction, and, instead, behavioural

constraints help only with motivational problems.

Action controls can be also classified based on whether they are used to prevent or detect
undesirable behaviours. Preventive controls are the most powerful since they allow to avoid all
potential costs associated with undesired behaviours. Detection controls are instead applied
after the behaviour was adopted, so they are effective only in the case in which they are timely
and provide the right corrections. Tempestive detection discourages workers to engage in
undesired behaviours because they know the consequences in advance, and, for this reason,

they have also a preventive function.



To implement action controls effectively it is firstly necessary to know the desired or undesired
actions. This type of knowledge is difficult to obtain especially in the case of highly uncertain
and complex tasks. The second condition necessary to implement action controls effectively is
the ability to ensure that desired actions are taken. The criteria that determine if action tracking
is effective or not, are objectivity, precision, understandability and timeliness, the same used

for results controls.

Action controls and results controls are not perfect, so to improve their effectiveness they should
be combined also with personnel and cultural controls. Personnel controls are based on the
assumption that workers have a natural tendency to motivate and control themselves, promoting
self-monitoring, which is driven by self-respect and satisfaction when doing a good job.
Personnel controls show employees what is expected from them, clarifying expectations. In
addition, they ensure that employees have the resources and capabilities necessary to perform

their job.

Personnel controls are implemented starting from the selection and placement of workers.
Selection aims to match job requirements to the skills of the job applicant, that can be assessed
based on different indicators such as experience, personality or education. Training is another
way to implement personnel controls since it provides information about requested actions and
results and increases motivation because of a greater sense of professionalism. Training can be
formal, such as in the case of in-company training, or informal, for example with mentoring.
The final way to implement personnel controls is through job design and provision of necessary

résources.

Cultural controls promote mutual monitoring through making pressures to individuals that do
not respect the norms or values of the group of which they are part. Culture is based on shared
values, norms, beliefs, attitudes, traditions and ways of behaving. Culture can be written or
unwritten, and changes slowly over time in an organisation, resisting sometimes also to changes

in the goals or strategies and, for this reason, possibly creating inertia or blind spots.

Organisational culture can be shaped through codes of conduct which are formal and written
documents that regard the values and commitments of the organisation, helping understand the
expected behaviours in cases in which there is not a specific rule. Group rewards are another
form of cultural control. They can have the form of profit sharing or bonuses based on the
performance of the group, and encourage teamwork, peer pressure and on-the-job training.

What matters in group rewards is mutual monitoring and communication of expectations.



Organisational culture can be shaped also by employee rotation that, through socialization,
transmits the culture of the organization to employees. Social arrangements such as habits,
vocabulary and dress codes, and physical arrangements such as architecture or office plans, are
another way to help the development of the organisational culture. Finally, the appropriate tone
at the top is significant to instil the culture in employees since managers are viewed as role

models.

Personnel and cultural controls combined can solve all the three control problems, but only
selection and placement, and group-based rewards are able to solve all the three together. A
benefit of cultural controls is being relatively unobtrusive, because they are not seen by
employees as part of the control system. In addition, cultural and personnel controls cost less,
can be applied in almost every situation, and have less side effects that action and results
controls. The disadvantages associated with personnel and cultural controls are that their
effectiveness depends on the situation, because individuals differ from each other and not all
communities are characterized by members who are strongly connected with each other. In
addition, a strong culture can obstacle and slow down change, requiring new role models and

reinforcements to make adaptations.



Crises and Resilience

The Concept of Crisis

Parker (2024) defines organisational crisis as an event characterized by having low probability
to happen and causing high impacts. These events are associated with conditions of extreme
ambiguity regarding the causes, consequences, but also resolutions. This puts organisations at
risk, since they are caught in an unexpected situation without having complete information, but

the must take timely decisions.

Parker (2024) suggests crisis are events that are characterized by strong surprise and cause
threats of significant importance and impact and so, for these reasons, there is the necessity to
make decision as fast as possible. The fact that a situation is more likely to be recognized as a
crisis depends on if it is immediate, important and uncertain. Another characteristic of crises is
that they bring to significant negative consequences for stakeholders and communities and, for

this reason, it is necessary the intervention of other organisations such, as the government.

Parker (2024) argues that crises can be characterized on the basis of different dimensions which
are the significance, the frequency, probability and finally the degree of the impact to
stakeholders. Some crises, such as the Covid-19 pandemic, develop slowly in the time but have
a very extensive reach. In other cases, such as earthquakes and terrorist attacks, they happen
suddenly and so they require an immediate intervention, even if they usually are more local and

isolated compared, for example, with a pandemic that can be world-wide.

Managing this type of events is very difficult also for not-for-profit firms because they have to
take into account the power of certain groups of stakeholders, but also the legitimacy and the
urgency of their requests. A mechanistic response is not enough to deal with a crisis because it
is necessary to respond to the demands and the perceptions of multiple stakeholders, who can

be both external and internal to the organisation.

Both individual and collective sensemaking are important for how the organisation responds to
the crisis. This sensemaking process can lead to meanings that can be differential or shared, and
the responses induced can be bottom-up or top-down. Listening to the views of different

stakeholders can bring to better outcomes since it stimulates more innovative responses to the



crises that usually lead to more robust solutions and allow to reach an outcome which may be

improved compared to the situation that was present before the advent of the crisis.

There can be different problems related to the implementation of the responses to the crisis
which are for example communication channels that are noisy, the lack of motivation or of
understanding in employees about the actions required to deal with the situation, and also the
presence of procedures that are not flexible. It is impossible for a response to be perfect and
there will be in all cases room for improvement, since the outcome of the response involves
usually both failures and successes. Involving the initiatives of individuals and teams can be
helpful since it provides divergent thinking and can generate multiple possible responses to the
crisis situation, leading to more creative problem-solving and an opportunity for the company
to transform itself. The problem is that, in some cases, leaders of the organisation don’t want to

take into consideration the initiatives of lower-level employees.

Parker (2024) suggests that to respond to a crisis effectively, it is needed a reaction which is
both behavioural and cognitive. The cognitive part consists in first identify, then interpret and
analyse the environmental changes, in order to prepare the response. Regarding, instead the
behavioural part, involves promoting certain actions and solutions that lead to the organisational
response. The response to the crisis can be categorized also in two dimensions which are
consequence management and recovery management. Consequence management aims to

minimize damage and threat.

Parker (2024) highlights the importance of information since inaccurate information and
contradictions slow down the responses. There is importance about the availability and quality

of information but also how it is communicated.

Hallgren et al. (2018) define “extreme contexts” as a situation in which an organisation has
been impacted, or there is the possibility of being impacted, by an event, or a series of events ,
that are considered usually unanticipated and happen suddenly. Extreme events are
characterized by three conditions. The first one is that the event must have the potential to cause
strong material, physical or psychological consequences, that happen in proximity to the
members of the organisation both in a psychosocial or physical way. The second condition is
that the consequences are considered as unsustainable, and, finally, the third condition is that

these events exceed the capacity of the organisation to prevent them to happen.

Extreme contexts are categorized by Héllgren et al. (2018) in three categories based on two
dimensions, which are “contexts activities”, that can be related or unrelated, and “events

occurrence”, that can be actual or potential. The first category includes “risky contexts” and



refers to situations in which there is a constant and proximate exposure to events that are
potentially extreme and, for this reason, there is the necessity that the processes, routines and
materials involved are reliable. When these events happen, they create danger for the larger
population and significantly disrupt the operations. Examples of risky contexts are nascar

racings, oil drilling and firefighting.

With respect to organizing around risk in risky contexts, Hallgren et al. (2018) suggest reliable
organisations have the capacity to deal with situation of high interdependence between
environmental uncertainty, activities and goals, thanks to structural mechanisms, cognition
management methods and constrained improvisation. In managing risk, using centralized and
programmed responses don’t bring to a situation of better safety, instead, distributing
knowledge and leveraging the responsibility of individuals lead to better outcomes. This is
facilitated if it is complemented by a strong organisational culture that is able to provide

continuous improvisation.

In risky contexts, organisations respond better if are based on different and fluid forms of
teamwork, in which groups and individuals can be replaced and interchanged, based on the fact
of having multifaceted and common technical competencies. In addition, trying to put effort to
manage both internal and external stakeholders, reduces risks. This can happen, for example,
by using public hearings or media to legitimate activities, also in the case in which these
activities are risky. Organisations that operate in risky contexts can still learn effectively. This
happens when it is possible to obtain an environment which is psychologically safe, so that the
analysis of errors is able to promote the ability to identify and report problems. In this way,
people can learn collectively and individually from errors and so make also the appropriate

adjustments.

In “emergency contexts” which are part of the second category of extreme events, the exposure
to the extreme and catastrophe is actual and not only potential. These actual extreme events in
emergency contexts are related to the core operations of the organisation such as in the case of
a toxic spill from a chemical plant, or in the cases of hospitals, space exploration, police and
wildland firefighters. Since these possible events are related to the core operations, preparation
is possible. Catastrophes and accidents can be caused by human errors, technological failures,

but also problems of communication within and between organisations.

Regarding how individuals respond to emergency contexts, Hillgren et al. (2018) points out
that negative motions increase misinterpretations and errors and also have a negative impact on

adaptive capacities. In these contexts, it is very important the sensemaking role of middle



managers and to support employees. Finally, resilience can be supported by compassionate and
courageous behaviours, that are applied in these risky situations and are also related to positive

emotions.

The role of stakeholders of the organisations in emergency contexts is mainly political and aims
to protect the company’s legitimacy through public discourses. Some external stakeholders in
accordance with the public opinion, ask the organisation to act more responsibly and safely,
others instead act through public hearings to negotiate an acceptable view of the crisis. The
stakeholders that have the most dominant position are the ones that impose their interpretations

on the extreme event independently from whether they contributed or not to the causes of it.

In emergency contexts learning is complex. With respect to organisations, they learn more in
cases of emergencies rather than when they operate in normal conditions, but regarding teams

and individuals, it is shown to be difficult to learn from emergencies.

Finally, disrupted contexts are caused by extreme events that are unrelated with the core
activities of an organization and are considered unprecedented, unique and sometimes even
uncategorizable. They don’t allow for preparation and so companies are caught off guard. The
capabilities that organisations use to cope with these unprepared situations remain hidden until

an event makes them necessary.

In disrupted contexts there is the positive potential to create new profitable relations between
people and organisations that didn’t exist before. In this type of contexts, the role of
stakeholders is to protect institutions and groups who are dealing with the impact of the extreme
event. The introduction of new legislation, public hearings and other macro institutional

processes are used to make the disrupted contexts feel normal again.

Skade et al. (2025) make the distinction between short-lived and prolonged crises and reason
about the concept of urgency, which is needed when there is a restricted amount of time to make
a response. Short-lived crises are events that happen with low probability in a short period of
time, and lead to high consequences that can put in danger critical goals of an organisation.
These events are usually singular and occur in hours or days. They start, then peak and finally
reach an end phase. This type of crises is usually analysed through an event perspective and

needs to be addressed as soon as possible.

To react to these urgent disasters, it is necessary to coordinate expertise in order to develop a
group response. In these circumstances, urgency is high since there is huge time pressure to
decide which response to take. There is a collective understanding that urgency is needed since

consequences, such as financial and legitimacy losses, must be addressed. Short-lived crises



can be in some way prevented through crisis management and through learning from this type

of situations.

Prolonged crises are instead analysed through the perspective of a process view since they are
processes happening with low probability. Prolonged crises happen over multiple phases
characterized by different intensities of consequences. They can last years and not have a clear
beginning and/or end. As short-lived crises, prolonged crises have the potential to threaten
fundamental goals of organisations. With respect to temporal progression, prolonged crises are
characterized by a wave-like development, constituted by multiple phases that evolve over time.
These phases often have a slow onset and have not a clear beginning and end. For example, the
COVID-19 pandemic’ progress was characterized by multiple waves with different intensities

of urgency until the advent of the vaccination campaign, that directed the pandemic to the end.

Urgency in prolonged crises varies over time because of the unclarity of the consequences of
the situation, due to the long extension in time of this type of crisis. Prolonged crises have the
potential to constitute permanent shocks since resolution is not always possible, leading to the
persistence of the crisis. Since prolonged crises are complex, urgency can be contested, and, for

this reason, it should be (re)negotiated among the social actors that are involved.

In prolonged crises, it is very problematic to distinguish a pre-, during-, and post-crisis phase
because it is difficult to determine the exact beginning or end of each phase. The situation
becomes even more complex in case of a slow onset and more latent cues. These crises are
irregular and there are not historical data or past experience that can help understand how to
handle them. For these reasons, determining a collective understanding of urgency is difficult
and may bring to a fragmented result. Then, as time passes, the sense of urgency diminishes
over time and the political attention moves towards other problems. This can constitute a strong
risk because also the attention of society and organisations towards prolonged crises can fade

away over time.

Skade et al. (2025) propose a process model that explain how urgency is constructed and
modulated during prolonged crises. The process is based on three modes: no construction of
urgency, increasing urgency and decreasing urgency. The first mode concerns recognizing
temporal cues of the crisis and then translate them into numerical values to evaluate the

potential impact. In this first mode there is not any change of urgency.

In the second mode, instead, there is an increase in urgency. The process involves speeding up
of activities, starting from the recognition of temporal cues which are then translated into

materialized temporality, which in turn pushes escalation re-feeding the ongoing process. The



escalation happens by exploiting windows of opportunity emphasizing that the time to act is
limited. The third mode involves a decrease in urgency and is characterized by a slowing down
of the activities. Also in this mode, the process starts from recognizing temporal cues that are
then translated by the organisation into materialized temporality. What is different in this mode
is that materialized temporality activates the practice of pausing. In this mode, the organisation
uses inceptive urgency, engaging in activities that reduce the possibility of the crisis to become

more urgent.

Temporal cues, crisis cues and weak signals are analysed through expectancy frameworks and
help organisations give a sense to the crisis. Skade et al. (2025) add the concept of materialized
temporality which refer to the temporal aspect of cues after they are translated by the
organisation. This materialization helps social actors to make the temporal dynamic
understandable and visible, and also to make the cues comparable with each other. Translation
supports organisations also in understanding when temporal cues are no longer helpful, and so
there is the need to move to other cues to be able to build urgency. In this way, new values can

be introduced, allowing organisations to modulate and construct urgency.

Pearson and Clair (1998) suggest that organisational crises share some common feature.
Organisational crises are situations of high ambiguity in which the effects and the causes are
unknown. They are events that have low probability to happen but at the same time they put in
danger the survival of an organisation and its stakeholders. Organisational crises offer only a

limited time to respond and, in some cases, come as a surprise to organisational members.

Regarding crisis management, Pearson and Clair (1998) note that it is effective when the core
activities of the organisation are maintained or resumed, being still able to satisfy the needs of
key customers. At the same time, the losses for the organisation and stakeholders should be
minimized and the organisation must learn from the crisis experience in order to transfer the
lessons learned to potential future incidents. Organisational crisis management is defined as the
systematic effort carried by the stakeholders and organisational members to avoid crises or

manage them effectively.

Pearson and Clair (1998) analyse crisis based on multiple perspective, including psychological,
technological-structural and social-political. The analysis is done applying the “4Cs”
framework which considers four aspects of crisis. Causes include the antecedents and failures
that brought to the crisis. Consequences comprehend the short-term and long-term impacts.
Caution includes all the measure that were taken to limit the impacts of potential crisis. Finally,

coping regards the measures implemented to respond to a crisis which is occurring.



Crises present “wicked problems” because they have the potential to put interests of multiple
parties against each other since they are complex emotional events characterized by high
uncertainty. During crisis the capability of people to process information is limited and situation
can go out of control if managers respond irrationally. Mental health and the unconscious have
an important impact in the creation of an organisational crisis. Individuals who work in “crisis-
prone organisation” are more likely to engage in defensive behaviours such as denial, projection

and grandiosity.

From a psychological point of view, organisational crises can undermine three assumptions.
First, the belief that bad things cannot happen is challenged. Second, the assumption that doing
the right thing will lead to good results is challenged. Finally, victims of the crisis may lose
their sense of control and worth, feeling helpless. The collapse of these assumptions leads to
the need of psychic reorganisation. As a result, employees can start to question assumptions
about organisational culture, role definitions and structural relationships. To rebuild these

assumptions, social, therapeutic or emotional support may be needed.

From a social-political point of view, crises can emerge due to breakdowns in shared meaning,
institutionalization of relationships that are socially constructed and legitimization. “Rationality
crisis” happens when economic growth is no more successfully managed by decision makers.
If this type of crisis persists, the situation can reach a “legitimacy crisis”, when decision makers
lose support and loyalty, and the current institutions and social structures are questioned. If the
situation worsens, there can be a motivational crisis in which individualism prevails, and values
and beliefs are lost. All crises have in common the breakdown of how reality is socially
constructed, and the crisis of leadership and cultural norms. To solve the situation, a reformation

of organisational culture and leadership is necessary.

With respect to the technological-structural view of crisis, high-risk technologies, such as
chemical refineries and nuclear power plants, have high potential to generate a crisis because
of their characteristics. These technologies are characterized by “tight coupling” and

“Interactive complexity”.

Pearson and Clair (1998) developed a crisis management process with a multidimensional
perspective that considers objective, subjective and perceptual components. Regarding the
outcomes of crisis management, all crises bring to both successes and failures. It is impossible
for an organisation to respond completely effectively or ineffectively to a situation of crisis

because of its novelty and the amount and intensity of actions necessary. Organisational failure,



such as damage of reputation and depletion of resources, is more easily visible with respect to

success of crisis management, which, instead, is considered invisible.

Crisis management success or failure can regard multiple elements such as signal detection,
incident containment, business resumption, effects on learning or reputation, resource
availability and decision making. Outcomes of these elements may not be considered only as a
total success or as a total failure, because there is also the possibility to have midground

outcomes.

Crisis management success or failure is influenced by multiple factors such as risk taking and
perception about risk, because, for example, not enough resources would be involved if the
executives perceive that their organisation is not vulnerable to crises. An executive’s cognitive
structure is essential to appropriately perceive the vulnerability of the company to the crisis. If
this perception is accurate, the company will be more likely prepared to deal with the situation.
Inadequate beliefs about vulnerability can be supported also repeated success experiences

which raise the expectation of having only successes in the future.

Organisations can build agility in terms of crisis management by practicing and thinking about
responses. Regarding the psychological point of view, there is the need for a type of training
aimed to overcome the cognitive limitations and personality orientations that interfere
negatively with crisis management. Also, methods that cope with mental and physical trauma

are crucial.

Even if crisis preparations are demonstrated to be effective, organisations implement no or few
of them. This can be linked to a false sense of security of managers to prevent dangers
effectively which can be supported by a pattern of repeated success achieved in situation
characterize by limited crisis management preparation. The result could be that even a modest
amount of preparation might make managers believe that their organisation is no more

vulnerable to crises.

There are four aspects of organisational responses that are able to influence crisis management
success. The first is team versus individual response. A team of senior-level experts for crisis
management is suggested to increase the probability of success, through accelerating the flow
of resources and information that in turn facilitate actions and decision making. Team response
increases the variety of skills and perspectives to adopt, makes easier to access to essential

resources and promote synergies.

The second aspect regards alliance and coordination of stakeholders. The information needed

to respond to a crisis may be dispersed among different external and internal stakeholders.



Effective interactions with stakeholders in crisis situations increase the likelihood of a
successful crisis management. These interactions may become more complex during crises
because of intensified publicity and time limitations, that can limit access to stakeholders.
Already existing assumptions about information, resources and impacts of stakeholders,
combined with strong links with stakeholders can be helpful to deal with these limitations.
Building alliances with stakeholders and sharing plans and information to external stakeholders

before the advent of crises, will improve the effectiveness of crisis management.

The third aspect of organisational response regards information dissemination. It is necessary
for companies to share critical information with key stakeholders, to impede that rumours may
fill the void in information, worsening the situation. From the psychological point of view,
sharing information about the crisis helps individual to rebuild their destroyed assumptions,
reducing helplessness and self-blame. For these reasons, communicating information to critical

stakeholders in an accurate, quick and direct way, will be necessary during crises.

The last aspect regarding crisis response is organisation and industry visibility. Media and
public attention have a role in influencing the perspectives and responses of a company during
crisis. Organisations that are already viewed in disfavour will be judged with more scrutiny,

instead those that developed positive visibility, will increase their crisis management success.

Bundy et al. (2017) investigate crises in three stages: precrisis prevention, crisis management
and postcrisis outcomes stages. From an internal perspective, precrisis prevention is related to
two specific topics which are organizing for reliability and the roles of organisational structure
and culture. High-reliability organisations developed, through a behavioural and cognitive
process, the ability to manage unexpected events. High-reliability organisations share some
characteristics: their leaders support improvisation, and they have mechanisms and methods

that allow them to alter formal structures and to enhance sensemaking.

There are several factors that can limit a company’s ability of organizing for reliability, which
are the number of organisational disruptions, the roles of structures and practices that are used
to sustain reliability, cognitive and emotional limitations of managers and finally the use and
availability of organisational resources. Certain governance structures, such as having clear
communication and policies, and certain arrangements of executive compensation, such as out

of the money stock options, may impact a company’s ability to prevent crises.

With respect to the external perspective, precrisis prevention is positively influenced by positive
stakeholder relationships. Crisis prevention is promoted by a “total responsibility management”

which aims to identify the responsibilities of an organisation to its stakeholders. Stakeholders



can in turn help organisations in the process of detection and mitigation of risks. Open
communication and cohesion between external and internal stakeholders support crisis

prevention.

Stakeholder relationships can have also a negative impact on organisations’ ability to prevent
crises. For example, a positive performance can increase the expectations of stakeholders, and
this can force organisations to utilise illegal behaviours to meet these targets. This is supported
by “strain theory” which suggests that when actors are not able to achieve their goals in a
legitimate way, they start to misconduct to meet the targets. For this reason, too much pressure
from stakeholders, may bring the organisation to take behaviours that can lead ultimately to a
crisis. Negative relationships can lead to a crisis also in terms of protests, lawsuits and

retaliatory action.

Both the internal and external perspectives involve being mindful. In the first case, being
mindful about the internal operational environment. Instead, in the external perspective, being
mindful of relational obligations and expectations. Both perspectives identify social and
behavioural constraints such as limitations, biases and expectations that can negatively impact
the building of good relationships with stakeholders and the ability to organizing mindfully.
Since core responsibilities and flexibility are crucial both for organizing for reliability and for

building positive stakeholder relationships, these two enhance one another.

The second stage analysed by Bundy et al. (2017) is crisis management. Regarding the internal
perspective, the “fix-the-problem” approach is the one most emphasized. It concerns identifying
and then fixing the problems related to operations and inputs that are responsible to lead to
ineffective outputs. The role of leaders is important, in fact leaders react with limited effort and
emotionally when they consider crises as threats. Instead, when crises are considered by leaders
by opportunities, response is usually more flexible and open-minded. Leaders’ ability to adapt

mental models promotes effective communication and coordination in cases of emergency.

A quality board is able to improve efforts of leaders and also to mitigate the potential impacts
of a crisis. Characteristics of the board such as smaller size and independence are demonstrated
to promote dynamic change and crisis management. Powerful CEOs that make rapid decisions,
in addition to engaging employees during crisis, with the possibility of them to become

defenders of the organisation, support crisis management.

Regarding the external perspective, crisis response strategies are analysed based on attribution
theory, which suggests that individuals attribute responsibilities regarding the causes of

negative and unexpected events. Based on “situational crisis communication theory (SCCT)”,



stakeholders’ negative perceptions increase with the degree of responsibility that they attribute

to an organisation for a crisis.

Organisations’ responses to crises can range from being defensive to accommodative.
Defensive responses reduce the perception of the organisation being associated with a crisis,
instead, accommodative responses accept more responsibility and consider the causal role of
an organisation in a crisis. Examples of defensive strategies can be scapegoating, defiance and
denial, instead, examples of accommodative strategies can be promises of making corrective
actions or apologies. Finally, example of strategies that are in between these two extremes can

be reducing offensiveness and decoupling through excuses and justifications.

With respect to timing, it is demonstrated that to mitigate negative perceptions and reactions,
organisations should be the first to release crisis information, or engage in anticipatory response
strategies, such as provide negative news together with positive information as a bundle. Crisis
response strategies involve also communication with stakeholders, in order to provide them
information to avoid harm and manage public image. Stakeholders’ perceptions are influenced
also by crisis type. According to the situational crisis communication theory (SCCT), crises can
be classified in victim crises, accidental crises and preventable crises, based on the perceived

crisis responsibility.

Stakeholders’ perceptions are influenced also by the organisation’s endowment of positive
evaluations such as legitimacy, social approval and reputation. It is demonstrated that positive
evaluation can have an opposite effect on negative perceptions, acting as a “buffer” or as a
“burden”. Organisations with high celebrity and reputation suffered less market penalties, but
in some cases social evaluations are demonstrated to act as a burden, with organisation being

punished more.

Stakeholders’ level of identification influences their perception of a crisis, with benefits
associated with high dentification and with the limit that they reduce when a crisis becomes
more intense. Stakeholders’ perceptions are influenced also by the presence of powerful
stakeholders, for example through protests and boycotts that drive public opinion an through

regulatory agencies. Also, media play a key role driving public perception.

Crisis spillovers should be taken in consideration. They refer to when an innocent organisation
is still subject to the negative consequences of a crisis due to shared characteristics, such as
director interlocks or geographic overlaps, or being part of the same industry of companies that
went through a crisis. The spillover effects can be limited by self-regulatory institutions, strong

governance and ceremonial or defensive actions. Internal and external perspectives on crisis



management share the idea that, in a crisis, stakeholders’ and managers’ cognitive capabilities
are negatively impacted. Emotional reactions can lead to pessimism, ignorance or
defensiveness, making crisis management more complex and increasing effort necessary for

coordination.

The third stage analysed by Bundy et al. (2017) refers to postcrisis outcomes. A critical outcome
is organisational learning. Crises can require the building of new knowledge and promote the
search for solutions improving individuals’ ability to learn absorptive capacity. Conversely,
because crises tend to be rare and unexpected, they can lead to resistance in learning, reducing
creativity and innovation, due to reliance on prior beliefs. Another positive negative side of

crisis learning is that it may focus only on certain aspects at the expense of others.

Regarding the external perspective, social evaluations of organisations are considered as an
important outcome of crisis. Stakeholders’ perceptions are improved if there is a match between
the response strategy and the attribution of responsibility of the organisation provided by
stakeholders. So, in the case of high responsibility perceived by stakeholders, accommodative
responses may be the most appropriate. With respect to social evaluations such as trust,
accommodative strategies seem to be more effective in the case of competence-based
violations, instead defensive strategies, are more effective in the case of integrity-based
violations. The response strategy of the organisation is crucial in managing social evaluations

and the potential damage is higher, the higher the responsibility attributed to the organisation.



Organisational Resilience: characteristics and models

In recent years, organisations suffered from various external shocks and crises. The
characteristic that allows them to react properly to these situations is called resilience. This
chapter reviews different contribution to the literature of what is resilience and how it is
characterized. The common trait about the contributions reviewed is that resilience is not seen
only as reacting or rebounding from a crisis but learning from it and adapting in order to
integrate systems that will help the company in the future to navigate better during difficult

periods.

Vogus and Sutcliffe (2007) define resilience as the ability to maintain positive adjustments in
difficult and challenging situations, in a way that the organisation comes out from this condition
with more resources and stronger than before. The challenging conditions to which they refer
include different types of situations, such as crises, disruptions of routines and so on. To be able
to cope with ongoing strain, organisations need some latent resources that, in face of the crisis,

can be activated and organised, meaning that resilience refers to different ways of adapting.

If in a period a company shows competences to deal with difficulties, this doesn’t mean that in
a future period the competences will be present for sure, but only that there will be an increase
of probability of them to be present. Being resilient means improving overall capabilities in
order to be able to learn from past and act without knowing in advance what will happen in the

future.

Vogus and Sutcliffe (2007) idea of resilience differs from the resilience engineering perspective
since they believe that organisation can make mistakes, and it is impossible for them to perfectly
anticipate future events. What is considered is how fast deviations are recognized once they
emerge within the organisation’s limits. To try to improve their ability to anticipate events,
organisations use ongoing monitoring of the environment and make possible simulations of

unexpected events.

Resilient organisations are characterized by two main beliefs. The first is that they are sceptical
about success and are always aware of the fact that there is the possibility for the unexpected to
happen, so the way in which they manage risks should be continuously updated. In contrast,
brittle organisations consider that their measures are adequate and effective in the periods in

which they don’t face failure, since in the absence of difficulties these measures work well and



so they have no reasons to doubt about them. Brittle organisations view discrepancies as
something to not consider unless there is proof these discrepancies could be an issue. Instead,
on the contrary, resilient organisation view deviations as important information to assess their
effectiveness of risk management, in fact they stimulate employees to speak up about errors or

conditions that can lead to errors.

The second belief characterizing resilient organisations is that they know they are prepared to
cope with anomalies, but at the same time they try continuously to improve their capabilities to
do so. They know they are imperfect systems that can be improved over time by learning from
events. Being able to resist to a challenge creates a positive feedback loop because capabilities
are improved and this in turn strengthens resilience. Resilient organisations are better and
quicker in giving sense to weak signals because they constantly update the picture of ongoing

operations and make it more refined.

Organisational resilience means also seeing disruptive events as opportunities because of a
better ability to process information and of the tempestive management of even small deviations
when they emerge. Resilient companies act as mindful organisations meaning that frontline
workers develop and update constantly their shared understanding of the situation in which they
are. This leads to five behavioural processes which are related with each other, and which are
preoccupation with failure, being reluctant to simplify interpretations, being sensitive to
operations, commitment to resilience and finally deference to expertise. All these kinds of
behaviours allow frontline workers to be better able to identify and adjust errors in order to

minimize possible adverse consequences.

A resilient organisation is considered by Vogus and Sutcliffe (2007) as a hopeful system,
because of being realistic, but at the same time believing that the organisation has the ability to
use its knowledge to manage effectively the unexpected and also believing that there is value
in trying to update and refine constantly. Another key characteristic of resilience is emotional
attunement, so the capacity to sense that something is not OK even if in the surface it seems to

be. This allows for appropriate action and a strong response.

Lengnick-Hall and Beck (2009) define resilience as an organisation’s capacity to bounce back
from a difficult situation and often be able to develop new ways to cope with disruptive events.
Organisational resilience is built upon resilience capacity which in turn depends on the
interaction between cognitive, behavioural and contextual factors. These three dimensions of

resilience have distinct roles but act together as complements, working both independently and



interactively creating synergies and reinforcements, when the organisation faces a disruption

situation.

The first dimension regards cognitive resilience which means the capacity, in a context of
uncertainty that has the potential to harm the long-term survival of a company, to notice changes
and unfamiliar situations, then analyse the possible options and finally develop a response.
Cognitive resilience is strongly affected by organisational identity and constructive

sensemaking.

Regarding organisational identity, labelling environmental issues as problems or opportunities
influence responses in terms of risk and commitment. If a company is characterized by strong
core values and a sense of purpose and identity, problem solving and action are encouraged,
instead of being rigid. Instead sensemaking is the ability to give meaning to situations that are
unprecedented, creating a language of the organisation. If the vocabulary used is based
primarily on a clear sense of direction accompanied by core values and competence, the
sensemaking will be constructive. The correct mindset for a company to come out from a
difficult situation involves the capacity to question fundamental assumptions but at the same
time remain tied to reality to avoid arriving to infeasible solutions, that instead should be novel

and appropriate.

The second dimension is behavioural resilience which regards those behaviours and routines
that allow a company to learn, implement new routines, but also be able to exploit in the best
way possible the available resources, in an uncertain and potentially danger situation. The
actions promoted allow employees to act collaboratively when facing threats and challenges.
These routines and activities are developed combining behaviours that are unconventional and
promote creativity, with actions that are familiar and routines that are already well established
in the organisation, so that the firm is able to remain tied to its foundations but at the same time

promote innovation of behaviours.

Behavioural resilience is influenced by different factors which are resourcefulness,
counterintuitive moves, useful habits and preparedness. Resourcefulness originates from the
accumulation of practiced behaviours that lead to inventiveness, because behaviours can be
combined such as in a bricolage to reach purposes that firstly were considered unintended. This
accumulation of ideas and routines allows better creativity, and so the development of new

robust and unconventional responses to unprecedented challenges.



Organisations develop expertise and confidence by attempting and succeeding in innovative
moves, helping to build the behavioural repertoire and cognitive resilience. Practice and

experience have a positive effect to resourcefulness.

Counterintuitive moves support resilience, because challenging the underlying assumptions of
the organisation helps becoming more adaptive and builds a repertoire of possible actions to
cope with uncertainty. By contrast, behavioural resilience depends also on useful habits which
are repetitive and well reproduced routines, and emerge from organisational values, that are the
foundation, allowing the development of daily behaviours that permit to transform strategy into

actions.

The gap between counterintuitive actions, characterized by divergent forces, and useful habits,
characterized by convergent forces, is balanced by behavioural preparedness, which consists in
taking actions and making investments before they are actually needed, in order to possibly
benefit from situations that can happen. Behavioural preparedness allows organisations to catch
opportunities and is based on informed opportunism. Developing behaviours before they are

needed is very important to support behavioural resilience.

Behavioural resilience’s role is to convert into actions and responses the perceptions and ideas
that are generated by cognitive resilience. The result is achieving a pool of possible strategies
that can be adopted in situations of uncertainties, based on a combination of both

counterintuitive actions and repetitive habits.

The third dimension of resilience is contextual, so creating an environment in which the right
attitudes and behaviours are promoted, in order to have a collective response to complexity. It
is based on a combination of resources, interpersonal connections and supply lines, that allow
for action in disruptive and potentially harmful situations. Contextual resilience depends on

factors such as social capital, deference to expertise and resource networks.

Deep social capital is when the interactions within the organisational community are
characterized by trust, self-respect and honesty. Since people in this condition are more prone
to share tacit information, there is a growth in intellectual capital. Cross-functional

collaboration is also promoted because different perspectives are appreciated.

Broad resource networks strongly contribute to the development of contextual resilience. For
example, strong relationships with suppliers, customers or partners, allow the access to
resources that can be needed to support adaptation. This continuous slack of resources supports
resilience. In addition, having access to external resources increases the range of possible

actions to respond to uncertainties stimulating innovation.



Finally, deference to expertise means that resilient organisations are not hierarchical but are
characterized by self-organisation, dispersed accountability and decision making is shared
widely, so that each member has discretion and responsibility. Their structure can be referred

as holographic.

Duchek (2020) considers resilience as a process developing a conceptual framework that
describes the main stages of this process and shows which are the underlying capabilities that
constitute organisational resilience. Resilience involves the ability to respond to adverse events
in an effective way in all moments, so before, during and after the event occurs, meaning that

the process of resilience is a three-stage process.

The first stage of the process is the anticipation stage; it regards prevention and is related to the
ability to identify critical signals. Prediction of every failure or crisis would be impossible so
what matters is to notice the unexpected faster than the others. This stage is based on three
capabilities which are the ability to observe and identify internal, external changes and potential

threats, and the ability to prepare for unexpected events.

To be able to respond quickly, organisations need to detect early signals of crisis. This process
is called environmental scanning and aims to acquire information through exposure and
perception. Data can be obtained in different ways that can range from market research
programs to conversations during breakfast. Methods that can be useful are for example
scenario planning practices that can bring different perspectives on how to manage possible

future events, even if they are considered unthinkable or unrealistic.

Another important capability for the anticipation stage is preparation. A prepared organisation
means that it is ready to deal with adversities and exploit opportunities. To be able to do so it is
necessary to develop certain resources, such as effective relationships and recovery plans, that
help companies in time of crisis. Business continuity management (BCM), combined with
training and simulation practices, can prepare organisations for critical events by promoting
learning of complex procedures and developing action repertories. The role of intuitive acting,
developing mutual understanding and expanding general knowledge and technical facility

should be considered too.

The second stage of the resilience process regards coping with the problems once they occur.
This firstly depends on being able to accept the problem. If organisations deny certain critical
events, there is the possibility of a delay in the intervention, and so for this reason acceptance

of reality is the first step to allow a quick response. Acceptance is related to three elements



which are understanding the environment, define state of reference for the system, and be aware

and at the same time accept system failures.

The second important feature of coping capabilities regards the development and
implementation of solutions. This involves both sensemaking and acting. The situation must be
understood and there must be continuous feedback between understanding and action.
Improvisation and creativity play a major role because what is firstly seen as counterintuitive,
can still be recognized as helpful to manage chaotic situations. To be able to develop solutions,

also coordination, both formal and informal, is required.

Formal structures and clear responsibilities are required to have quick responses and decision
making. On the other hand, also flexible and creative systems are needed. Both expertise and
dialogic coordination practices are needed. After developing the solutions, it is necessary to
implement them and, to do so, there is the necessity for the support of the whole organisation,

which can be favoured by using coordination mechanisms.

The third stage of the resilience process involves adaptation, which consists in making
adjustments and advancements, leading to a long-term learning that increases the knowledge
base of the company. The first capability related to adaptation is reflection and learning.
Reflection means analysing the situation enriching the existing knowledge base, developing
inferences, learning, instead, means creating meaning that in turn will influence behaviour.
Reflection involves four stages which start from articulating and analysing the problem, and
finish with the formulation of a theory and action. Learning can happen both in situations of
danger and in daily situation, and it is possible to learn also from other organisations. Interaction
and collaboration play an important role in learning from failures, in fact the exchange of
knowledge between units within an organisation is a strong predictor of the perceived ability to

learn from failures.

Organisational change is the other capability related to adaptation. This change can be achieved
through higher-level learning that implies a cultural readjustment, or through deutero learning,
which leads to the development of new practices, values and norms. Organisations have to both
question and believe in past experience to be able to adapt. Organisations should act on
knowledge that was previously generated in order to develop new solutions based on change
management capabilities. A difficult obstacle to overcome is resistance to change, that can be
rooted at team, individual or organizational level. The management practices that can be helpful
to overcome resistance are, for example, effective communication and relationships and the

presence of “change agents”.



The three resilience stages are not separated; they depend and overlap on each other. For
example, organisations which show good coping capabilities are also willing to attempt to
identify potential threats. Coping capabilities support also adaptation through learning from
successful or not coping strategies, and learning, in turn, is able to sustain companies in coping
with crises. To form the meta-capability of organisational, companies need to develop the
capabilities associated with each of the three stages, which comprehend both behavioural and

cognitive dimensions that must operate in conjunction to be effective.

There are various antecedents of organisational resilience. The first is knowledge base, which
is at the foundation of the capacities connected to all the three stages of the process, and that,
in turn, can be enhanced by the accomplishment of the three stages. Organisational resilience
is also influenced positively by resource availability, social resources, shared responsibilities

and power based on expertise.

Schaffer (2020) suggests there are four levers of resilience. The first is strategic risk
management. To be prepared for the uncertainties, companies cannot only rely on attempting to
anticipate internal and external shocks. Current risk management practices tend to focus too
much on compliance with regulations and controls, viewing them more as a bureaucratic and
costly exercise, instead of an opportunity to learn. To deal with the unknown, it is necessary a
proactive dialogue, helped through interactive discussions and risk maps. Practices that can be

helpful are for example wargaming, scenario analysis and stress testing.

The second lever of resilience is adaptive management, which aims to act quickly and is
promoted by flexible and lean management processes. Redesigning of steering process and
organisational structure and culture, moving to open communication, transparency and
accountability, are necessary to become more adaptive. Values such as optimism and self-

confidence, in addition to purpose, can guide employees’ behaviours during difficult times.

The third lever of resilience consists in the actual or potential of resources that can be used as
a buffer during crises. It is considered not only financial slack, but also operational, human,
conceptual and social slack. The problem associate with slack is that it is costly and so it reduces
efficiency, but at the same time it promotes innovation and change which are fundamental in

times of crisis.

The last lever of resilience is constituted by robust and flexible operations. Autonomy, which
can be supported by vertical integration and de-globalization, reduces vulnerability since allows

to quicker responses and also limits the impacts of a unit of the organisation to the others.



Diversification across businesses and regions supports resilience, and redundancy in

communication channels and along the supply chain, helps navigate in difficult times.

Resilience requires the development of a wide array of capabilities that are part of different
corporate functions and so require time to emerge. In addition, strategic change is required,
meaning that scope and time frame can constitute barriers to resilience, considering also that
most of public companies are focused more on short term efficiency rather than on moving to

a long-term mindset.

Linnenluecke and Griffiths (2010) define resilience as the ability of an organisation to recover
after a continuous exposure to significant disturbances. Resilience comes from the Latin word
“resilio” which means to jump back and involves survival in the face of the accumulation of
multiple minor adverse conditions or in the face of large-scale disturbances which are

characterized by being unexpected.

Linnenluecke and Griffiths (2010) reviewed the concept of resilience in ecological and
socioecological systems. In this case, resilience has three properties. The first one is how much
change a system can tolerate maintaining the same function and structure. The second refers to

the ability of the system to self-organize and the third is about the ability to learn and adapt.

Resilience is connected with the idea of adaptive cycles, according to which dynamic systems,
such as societies and economies do not move in the direction of a stable equilibrium. Instead,
these dynamic systems move continuously across four phases which start from growth and
exploitation, then move to the conservation phase, then collapse or release and, finally, reach
the phase of renewal and reorganisation, that in turn brings back to the beginning of the cycle.
This cycle brings both to gradual changes, which usually occur during the phases of

conservation and exploitation, and rapid changes promoted by endogenous disturbances.

Adaptive cycles do not happen in isolation because usually they are interconnected with other
adaptive cycles that are operating in other temporal and spatial dimensions. There is
interconnection between smaller, faster moving and larger slower moving cycles with the latter
that promote stability, helping smaller processes to reestablish in cases of collapse. If many

cycles collapse together, there can be a major transformation in the overall system.

Linnenluecke and Griffiths (2010) apply the idea of adaptive cycles to organisations developing
a resilience framework. The framework can be visualized through a graph in which the vertical
axis refers to the organisational performance, and the horizontal axis is related to time. The
performance is calculated based on a performance indicator or a measure that depends on the

organisation that is examined. An example can be the number of customers served. The first



two phases of the adaptive cycles, meaning the growth and exploitation, and the conservation
phases, represent the initial stage in time in which the organisation finds itself. In this stage the
organisation grows and accumulates resources reaching its optimal level of performance. This

is possible because in these two phases the environment is relatively stable.

At a certain point in time, an environmental disturbance can bring the organisation into the
collapse phase. At this stage organisational performance drops down reaching its minimum
level. After that, there is the recovery and reorganisation phase that aims to restore performance
to the optimal level through growth and exploitation. According to this framework, resilience
is explained in two dimensions. The first one is the maximum disturbance that an organisation
can tolerate without losing functions and control. The second one, instead, regards the velocity

of the recover and restoration from the collapse phase.

Both impact resistance and speed of recovery can be improved by appropriate organisational
responses. There are three possible responses to major perturbations. The first one consists in
no or inappropriate actions that worsen the situation, meaning an ineffective response. The
second is a response which is not based on experience and tested knowledge, so for this reason
can still be ineffective. Usually, this type of response without experience rarely occurs. The last
type refers to a response with experience based on already tested knowledge. Even having
experience has its limitations, since possible outcomes of organisational actions cannot be
known ex ante. In addition, these actions can be limited by the availability of resources or by

organisational inertia.

Raetze et al. (2021) developed a multilevel framework for resilience in organisations that
analyses resilience at individual, team and organisational level. For each level, antecedents,
conceptualisations and outcomes are analysed. In organisational resilience research, the
individual level of analysis is the most adopted approach. Helping professions such as education
and health care, and blue-light services such as firefighting and police, were the most studied
regarding individual resilience, although research is increasingly considering also individuals

that operate in normal business organisations.

The first perspective regarding individual resilience sees it as a personality trait, meaning that
is a static characteristic that you were born with. The second perspective views resilience as set
of attributes or resources which increase the capacity to deal with adversities effectively. These
qualities can be for example self-efficacy, self-esteem, hope and optimism. Resilience is seen
as an ability for the individual to maintain normal functioning in the face of challenges and

recover quickly from obstacles. In this view resilience can be reduced or developed over time



but remains relatively stable. The third perspective of individual resilience views it as a process

of dealing with adversities, that involves cognitive, affective and behavioural dimensions.

Individual-level resilience is linked with some stable attributes, such as optimism, self-
evaluations, self-monitoring and the Big 5 personality traits. Also, competences and
developmental skills act as antecedents of individual resilience. Job expertise, work experience,
technical and time management skills, emotional and social competences promote it. Positive
attitudes and emotions are antecedents of individual resilience too. Experiencing positive
emotions expands individual resources that can be used for action. Positive attitudes are for

example sense of purpose, career orientation and belongingness to workplace.

Positive relationships such as collaborative and trustful connections help building individual
resilience. Leaders and managers have an influence in developing resilient employees through
promoting positive work climate and implementing supportive strategies. Among the leadership
dimensions that promote resilience of subordinates there is charisma, individualized
consideration and intellectual stimulation. The last antecedent of individual-level resilience is
organisational context factors. A human resource management which is employee-oriented,
combined with jobs that are designed based on empowerment and autonomy, promote

resilience.

Individual resilience is associated with health-related outcomes such as lower stress, anxiety,
depression and sleep disorders. This helps reducing the negative effects associated with job
stress, job insecurity and workplace bullying. Individual resilience influences employee
attitudes and behaviours, positively correlating with job satisfaction commitment and
engagement. In addition, it has an impact on performance and effectiveness, improving overall

and task performance, and creative behaviour.

Team-level resilience is defined as a collective property which is developed thanks to the
interactions between team members over time. The state-like capability or ability views team
resilience as the capacity to come back from failure, conflicts and other possible threats. Team
resilience can be considered also as a shared belief based on a cognitive or motivational state
that offers the confidence to react to difficulties. Team resilience can be conceptualized also as
an emergent outcome or a process that protects groups of individuals from the potential negative

consequences of stressors.

The first antecedent of team resilience is constituted by team characteristics. Team diversity,
through broader knowledge and experience, as well as team interdependencies and tenure,

promote resilience. Team resources and process are considered as another antecedent. Positive



emotions, resources, connectivity between members and an emotional culture of joy are able to
sustain resilience. Team leadership plays an important role by providing training, tools and a
positive team culture. Positive leadership styles, especially if they are shared and

transformational, contribute to the development of resilience.

Organisational factors comprising tools such as guidebooks and checklists, and support
structures, such as management control, rewards and information systems, are demonstrated to
support team-level resilience. Team-level resilience is connected with positive team attitudes
and behaviours such as team cohesion, cooperation, coordination, satisfaction and viability.
Resilience promotes both in-role and extra-role team performance through creative problem

solving and by mediating mindful infrastructure with positive outcomes.

Organizational-level resilience is conceptualized by most of the scholars such as an
organisational capacity or ability to handle effectively situations of crisis. This can include also
the ability to anticipate such situations and improving and learning existing capabilities after
coping with the crisis. Organisational resilience has been defined either as an outcome and as a
process. In the process conceptualization, resilience builds on multiple interactions and is

developed from crises to crises, promoting growth, efficacy and competence.

Financial and material resources are considered as a potential input for organisational-level
resilience, supporting faster recovery from difficult situations. Structural resources, such as
structural flexibility, organic structures, structural empowerment, and adaptive information and
communication technologies promote the development of organisational resilience. Human and
social resources, such as emotional, cognitive, relational resources and employee involvement
support adaptation in situations of adversity. The last antecedent of organisational-level
resilience concerns strategies and practices. Innovation strategies, change management, robust

strategic planning and scenario planning are useful to build resilient organisations.

Firm performance and effectiveness are positively impacted by organisational resilience. For
example, resilient capabilities are able to mediate partly the connection between technological
capabilities and the effectiveness of the organisation, especially in competitive and dynamic
environments. Firm creativity and innovation are supported by organisational resilience.
Capacities such as original agility and competence orientation, improve product innovation.
Instead, creativity is enhanced by resilience capacities such as structural, emotional and

cognitive resources.

Raetze et al. (2021) suggest that multilevel resilience is developed through organisational level

buffering processes and assets. Processes and assets that improve resilience at the level of



leaders, in turn promotes employee resilience. This happens also in the opposite direction,
meaning that individual resilience can enable organisational resilience. Leaders, management
principles, job crafting and humour are some of the antecedents that are demonstrated to support

multilevel resilience.

Hillmann and Guenther (2021) suggest there are certain challenges in the conceptualisation of
organisational resilience. First, there are several definitions of organisational resilience
considering it as a capacity, outcome, process and many others. The second challenge is that
resilience is studied in relation to several events. It has been analysed based on different change
phenomena including unexpected events, surprises, general types of change and disruptive
events. The third challenge refers to determine if resilience can be considered as a single or
multi-level concept. There are different analyses considering it at different levels including

individual, collective and organisational levels.

The fourth challenge in the conceptualisation of resilience refers to if there are common
pathways to resilience, if resilience is equifinal to the organisation, or both. Resilience is
considered different for every company and industry based on the organisation’s resources and
capabilities. Organisational resilience is considered both idiosyncratic and path dependent. The
last challenge regards defining if resilience can be considered as an operational-level or a

strategic aspect. Several studies analysed it in both of the aspects.

Based on these challenges, Hillmann and Guenther (2021 reviewed existing organisational
resilience literature, through the lens of construct development and measurement, analysing
definitions, conceptualisations and measurement scales. With respect to conceptualization of
resilience, ten groups of thought are identified. The first group focused on the behaviour that is
shown by resilient organisations, the second group integrated behaviour with resources, the
third is influenced by resilience engineering. The fourth group built its thought on a capability-
based view of resilience and the fifth suggested to conceptualize organisational resilience as

typologies. The last group is based on conceptualisations referred to ecology.

Regarding the definition of organisational resilience, the attributes that are used the most are
ability to adapt, to cope and to reconfigure/reinvent. The first conceptual domain highlighted
about organisational resilience is the awareness and sensemaking domain. This includes the
ability to anticipate risks and future scenarios in order to reduce vulnerability and improve
awareness. Another crucial thing in this domain is the ability to make sense. This ability is
essential and precedes any kind of actions or problem solving. Changes should be recognized

and interpreted to be able to take the appropriate responses.



The second conceptual domain is the stability domain. It includes the ability to maintain the
configuration of the organisation which can comprise the above-average returns and the critical
business functions, in addition to maintain a positive mindset in critical moments. Other
abilities included in this domain comprehend the ability to bounce back or recover, the ability

to resist and the ability to cope.

The change domain includes the ability and capacity to adapt, called in some cases as
adaptation. This refers to adapting processes, resources and routines in the face of adversity.
The change domain regards also the ability to renew, meaning a proactive change, constant

innovations and continuous improving of skills and capabilities.

With reference to the behavioural domain, there are different specific behaviours that suggest
that an organisation can be considered as resilient. This includes the ability to make meaning
during crises, the ability to catch denial, the acceptance of reality and uncertainty, the ability to
see opportunities and to have a sense of purpose and identity. Resilience is connected also with
the growth domain, meaning that resilient organisations come out strengthened from crisis
situations, and learn, developing new capabilities. The performance domain refers to the
abilities of resilient companies to realign resources faster, excel in chaotic situations, be able to

meet the market demands in the face of adversity and turn threats into opportunities.

Hillmann and Guenther (2021) suggest that the most important domain is the stability domain,
because it is the one that is most related to the original idea of resilience to rebound and spring
back. Other domains are more referred to organisational evolvability rather than to
organisational resilience. Hillmann and Guenther (2021) propose a conceptual integrative
model to understand organisational resilience which is defined as the ability to maintain
functions and at the same time be able to recover quickly from adversities. Therefore, resilient
response is characterized by time of recovery, maintaining of functions, meaning resistance,
and resource access. Resilient response is determined by resilient behaviour, resources and

capabilities.

Resilient behaviour includes conquering denial, embracing paradox, avoidance, and acceptance
or facing down reality. Resilience resources comprehend emotional, structural, cognitive and
relational resources. Finally, resilience capabilities include sensemaking and anticipation. These
three elements determine resilient response, that in turn can lead to organisational growth which
is considered as something outside from the concept of organisational resilience. Organisational

growth includes adaptation, renewal and learning.



The Financial Resilience Framework

A framework that can be useful to analyse the resilience of an organisation is the Financial
Resilience Framework developed by Barbera et al. (2017). Resilience is considered more than
simply surviving in a period of crisis, in fact it includes the anticipation and preparation for
possible future troubles in order to manage them effectively and come out stronger than before.
Resilience is not considered as something fixed because it develops over time and continually
evolves based on what organisations can do internally and the external conditions. The
framework was mainly developed to investigate the concept of financial resilience as a
consequence of the global financial crisis of 2008 that caused a period of economic stress and

austerity measures taken by governments.

According to Barbera et al. (2017), financial resilience is based on two capacities which are
anticipatory and coping capacities. Anticipatory capacities regard the ability to foresee the
possibility of having to face difficulties in the future. For this reason, it involves also the
capability of forward thinking. Examples of mechanisms that support this type of capacity are
planning finances, methods of confronting the threat of risks, and identifying warning signs that

are able to predict troubles.

It is also very important how the leaders of the organisation are perceiving the crisis situation,
so a high level of consciousness is required to notice and understand the difficulties and to be
able to act in time. Barbera et al. (2017) suggest that anticipatory capacities are useful not only
in avoiding shocks to happen but also to help the organisation to limit the damage when the

shock occurs.

Coping capacities, instead, are used when the shock has already happened and so the
organisation needs to act to cope with it. Barbera et al. (2017) classifies coping capacities in
three different types. The first type regards buffering capacities which consist in the absorption
of a shock on finances without implementing significant changes. The methods that involve
these capacities are for example the use of finances that are already available in the reserves or
a reduction in the expenses for a short period. This can help the company survive but in the

long term it does not strengthen it.

The second type is about adaptive capacities which involve making changes that last more in

the long term but can still be considered as only gradual and incremental changes. Examples



can be changing how money in the organisation is spent or how services are delivered. The third
type, transformative capacities, is the one that brings structural changes in the organisation.
They involve the redesign of purposes and priorities and are helpful when organisation face
deep challenges. They bring changes in the long term and for this reason are able to make the

company more resilient.

Barbera et al. (2017) suggest also that financial resilience doesn’t depend only on the internal
aspects of an organisation but also on external forces such as the state of the economy, the
legislation, regulations and politics. For example, if a local government strongly depends on
the funds provided by the central government, the risk is higher when these funds become

uncertain.

Another factor that is able to influence resilience, according to Barbera et al. (2017), is the
perception of exposure to financial vulnerability perceived by the leaders of the organisation.
The first case is when the problems they are facing are endogenous, so they are internal, and
the organisation has the capacity to manage them. In this situation, leaders take initiative and

put their effort to solve the difficulties. This helps the organisation to become more resilient.

Instead, if the problems are perceived as exogenous, so external and which are not under their
control, leaders feel in a situation of helplessness and for this reason they tend to act in a passive

way not promoting resilience.

Barbera et al. (2017) financial resilience framework was built upon existing research which will

be now analysed.

Lengnick-Hall and Beck (2005) suggest adaptive fit happens when a firm is able to sustain the
level of complexity that characterizes the environment. Adaptive fit includes three stages which
are unstable, stable and neutral fit and each of them is specific for certain environmental
conditions. Unstable fit is characterized by a mechanistic organisational design and a defensive
strategy based on reducing the interaction with the environment. This type of organisations is
very vulnerable to external forces and in case of environmental changes, they protect
themselves using buffers. For these reasons, unstable fit works well in environments that are

predictable and change slowly.

Stable fit, instead, is characterized by a bureaucratic organisational structure and a reactive
strategy. This type of organisations tries to identify and react to changes in environments since
they have adequate resources to do it, but at the same time, resources are conserved due to
constraints posed by administrative arrangements. Stable fit is the most appropriate in case of

moderate levels of environment complexity and when it is clear what is expected.



Neutral fit is characterized by an organic organisational design combined with a proactive
strategy. This type of organisations has adequate responses to develop innovative actions in
response to changes and for this reason they are the most appropriate in highly complex

environments where both anticipation and reaction are necessary.

Adaptive fit has been put under pressure in recent years because environmental complexity and
uncertainty are increased so, it is no more possible for organisations to reach a level of
“immunity” from environmental turbulences. These new characteristics of hyper
competitiveness combined with the possibility of significant and unexpected shocks in the

environment, have posed limitations on the view of adaptation based on adaptive fit.

First, the environment may not always reach a state of equilibrium that the company is able to
match. Environment is becoming unpredictable so it is almost impossible to restructure the firm
in anticipation and erecting barriers would block the flow of information necessary to respond
effectively. Finally, in unexpected contexts, unfamiliar actions, which are in contrast with

current organisational choices, might be the most effective.

To address the limitations of the adaptive fit approach, Lengnick-Hall and Beck (2005) propose
an alternative which is called robust transformation. Robust transformation is considered as a
situation in which an organisation is able to deal with the complexities of the environment and
differs from adaptive fit, because it does not assume that environments conditions will move to
a new equilibrium. Robust transformation allows organisations to create new options and
capabilities exploiting the opportunity of environmental change through episodic and transient

responses.

The first assumption on which robust transformation relies is that it exploits interactions and
turbulences to develop new capabilities. This happens by focusing on a transition condition
which is intentionally temporary, meaning that it solves an episodic condition only in a

provisional way, instead of concentrating on reaching a new equilibrium.

Secondly, robust transformation is characterized by a dynamic tension between creativity and
productivity, meaning that organisations try both to develop on existing expertise, but at the
same time also try new things. Robust transformation may require also the coexistence of
discordant strategic postures and organisational arrangements, such as replacing informality
with formality in times of crisis. Robust transformation involves also the use of slack resources

to develop flexibility, responsiveness and expand the action repertoire.

The responses that organisations adopt with respect to environmental change start from

implementing routines which can be classified in those disregarding complexity, reducing



complexity and absorbing complexity. The implementation leads to a state of adaptive fit, a
reinforcement of already existing practices, or a robust transformation. The state reached has
different performance consequences depending on the duration and the nature of the
environmental change. When the change is from an equilibrium condition to another
equilibrium condition, the most appropriate approach to use is adaptive fit, instead, in the case

of continuous or temporary change, robust transformation is needed.

Barbera et al. (2017) categorization of coping capacities into buffering, adaptive and

transformative capacities can be connected to Béné et al. (2012) 3-D resilience framework.

Béné et al. (2012) define resilience as the capacity to respond to the impacts of shocks and
adverse changes. This does not include only “engineering resilience”, meaning the ability to
bounce back returning to a condition of equilibrium after being impacted by disturbances. It

includes also the capacity to bounce forward, adapting and transforming.

Adapting means adjusting to limit damages, coping with consequences and being able to exploit
opportunities. Transforming, instead, means creating new systems and is needed when current
systems are made untenable by economic, ecological and social structures. In addition,
persistence or absorptive capacity, refers to the coping strategies that are used to buffer or

reduce the impacts of shocks to individuals and households.

These three components strengthen resilience and are at the foundations of the 3D resilience
framework. The framework leads to different outcomes based on the intensity of change and
transaction costs that characterize the situation. The higher the uncertainty, the higher the
resilience required and the higher the risks and the transaction costs associated with the
responses adopted. In the case of shocks that are low in intensity, impacts are easier to be
absorbed effectively without having significant consequences. Absorptive capacities are
enough, and persistence is the outcome. The ideal result to obtain in this case is resistance,
which means that the available resources were able to block successfully the stressors. An
example of a resistance strategy in a system is the human immune systems when ,for example,

a virus tries to enter the body.

Instead, in situations where absorptive capacities are not enough, adaptive resilience is required
in order to bring flexibility. This involves incremental adjustments to be able to continue
functioning, without making significant qualitative changes in structural identity or function.
Adaptation can be multi-level and be individual or collective. This means that adaptation at one
level can influence or decrease adaptation at another level, and also that is difficult to measure

or track since it is a continuous and incremental process.



Finally, when adaption becomes not enough, change through transformative capacities is
needed, resulting in transformational responses. This brings to alterations in the primary
structures and functions of individuals and communities, introducing new state variables or
removing some old ones. The process can be deliberate when it is initiated by the people
involved, or forced by socioeconomic or environmental conditions including institutional

reforms, technological innovations and cultural changes.

Somers (2009) suggests the need to develop planning methods that favour certain organisational
structures and internal processes that are able to build latent resilience, so that organisations
will be able to use positive adaptive behaviours in times of crisis. Somers (2009) analysed
different ways through which managers can positively and directly impact the level of resilience

potential in an organisation.

The first variable analysed is level of perceived risk which positively impacts potential
resilience, but in a statistically insignificant way. This is explained by the fact that the perception
of risk is subjective and by the fact that an increase in planning, decreases management
perception of risk. Managerial information seeking influence positively and significantly
resilience potential, especially when using between four to six or seven to nine sources. Using
multiple sources means that managers where involved in research, rather than merely
information gathering. Research involves also interpreting and extract meaning from data,

building knowledge and building on itself.

Continuity (COOP) planning is positively and significantly connected to resilience potential,
instead department accreditation, meaning a third-party certification of the quality of the
services and programs provided by the department, is positively connected to resilience

potential but in a way that is lightly statistically insignificant.



COVID-19 as a Systematic and Social Crisis

The pandemic of Covid-19 had a huge impact not only on the health of the population, but also
on many other dimensions of society and altered significantly the world economy. The very fast
spread of the virus throughout the entire world obliged government to implement very strict
measures to protect the health of people, especially the more fragile ones. These measures were
for example lockdowns, when people were forced to remain closed at home, but also limited
movements that in Italy in some cases prohibited people to move outside of their city. There
was also the obligation of social distancing in all public places, and most of the times masks

were required to wear.

Nicola et al. (2020) examine the effects of Covid-19 pandemic to the world’s economy,
considering primary, secondary and tertiary sectors. With respect to the agricultural sector, its
resilience was tested by a drop of the prices of the agricultural commodities of about 20% which
was cause by the significant reduction in demand from restaurants and hotels. This drop in
demand was an effect of the protective measures imposed by the various countries worldwide
which included a ban on congregations, avoiding travel when it was unnecessary and social

distancing.

Floor trading was shut down impacting the possibility to exchange commodities. In addition,
the situation was worsened by the phenomenon of “panic buying” which caused shortages in
the supermarkets. In the petroleum and oil industry, companies such as those present in Saudi
Arabia, increased offer by increasing production volume, leading to a crash in the price of Brent

Crude.

In the manufacturing industry, in UK, over than 80% of the businesses anticipated to have a
decline in their turnover, and almost all of them evidenced that the pandemic had a negative
impact on their businesses’ operations. These problems were caused by staffing deficiencies
and importation issues which in turn were caused by self-isolation policies and disruption to
supply chains. In addition, manufacturing industry suffered a lot from the fact that in many roles
smart working was not possible to implement. The chemical industry suffered a reduction in its
production similar to that of the financial crash of 2008. Large chemical companies, such as
BASF, had to delay their plans of increasing in scale their production in China, leading to a

stoppage of growth.



Education system was significantly affected by the Covid-19’s pandemic. For example, in
Germany and Italy, schools were completely closed temporarily. About 900 million students
worldwide were estimated to be affected by these closures. The pandemic impacted negatively
social mobility causing school dropout, social isolation and the impossibility to give free school
meals to low-income families’ children. Childcare costs rose and disparities between higher and
lower income families increased due to costs to access to technology needed for online school.
With children at home, some families were forced to not going to work. This had harmful effects
especially in the case of children of healthcare workers, leading to a reduction of personnel in

hospital, worsening the effects of the pandemic.

Postgraduate research was impacted since all the effort was put on research related to Covid,
giving less importance to other topics. Funding directed to non-Covid research was reduced to
allow clinically trained staff to return to work in hospitals in the frontline. Some laboratories of
research not related to Covid were closed and some scientific conferences were postponed or

cancelled, reducing the opportunities of networking and communication in this field.

Covid-19 pandemic affected also the capital market sector, causing a dramatic fall to some
indexes such as the Nasdaq, Dow Jones and S&P 500. United States and Europe’s bond yield
declined, reaching low levels. All this brought to critical liquidity levels in a volatile
environment, requiring Central banks to intervene to mitigate the shocks ad ensure appropriate

liquidity levels.

To cope with this crisis, Europe provided a 1.7 trillion rescue package and a 750 billion asset
purchase. National states such as, Italy, Spain and France provided billions to help businesses.
UK provided a 330 billion package of emergency loan guarantees and 20 billion of fiscal
support. The Fed purchased 125 billion in bonds and offered a 300 billion lending programme.
In addition, the US government provided the CARES Act to support the economy. Bank of
China and of Japan provided a total of 283 billion combined.

Healthcare systems worldwide were put in a stressful condition, with healthcare workers put
under risk of contagion. Main problems regarded low number of ICU beds, ventilators, and
shortages of protective equipment including face masks. Travel and hospitality industries were
probably the mostly hit with decreases in revenues and occupancy rates. Tourism sector was
hardly hit too. 50 million jobs in the tourism sector were put at risk due to the pandemic’s
impacts on travel demand and supply. 50 European private and public organisations in the
tourism sector asked for help with urgent measures such as easy and fast access to loans and

temporary state aids.



The travel industry faced massive cancellations and drops in demand mainly because of
measures taken by the governments to impede non-essential travels. Airlines in America needed
to ask help from the government in the form of loans, tax reliefs and grants. UK airlines asked
for a emergency bailout to avoid shutdowns. The real estate sector faced uncertainties during
the Covid-19 period. House views by individual reduced due to precautions regarding social
distancing. In response to this, some brokers started to offer house tours with FaceTime or
Skype. Due to temporary loss of income, many individuals started to have problems to pay the

rent, household expenditures and mortgages.

Many companies started a race to develop an effective vaccine, supported by different
foundations and institutions. New technological solutions were developed to minimise the risk
of contagion and to care for patients: tele-response robots were utilised to monitor patients’
health and provide the medical supplies. Drones were also utilised and new apps allowing

working from home were adopted.

The food sector was put under in a stressful situation by Covid-19 pandemic, especially because
of people stockpiling food and panic-buying due to the fear of not having food at home. This
increased the probability of having shortages of essential food products such as pasta, milk and
rice. Low-income families were at risk of not be able to find food, because of other families’
habit to stockpile. Online food delivery faced a massive increase in demand, putting companies
in difficulty to be able to fulfil the requests. Cafes and restaurants had been forced to close,

causing many employees to lose their jobs and many stores risking to permanently close.

The COVID-19 pandemic highlighted the need for more resilient economic institutions, better
health care but also improved social protection. The effects were not negative for all companies
since some of them experienced significant growth based on the opportunities that this period

gave



Research Method

The thesis is based on a qualitative analysis of data collected through 10 interviews conducted
in September and October 2025. The number of interviews was considered enough since, in the
last ones, no more, or next to nothing new themes or different information emerged, and so data
saturation was reached (Guest et al., 2006). The research involved a total of 11 medium-large
companies with the prevalence of large ones with more than 50 million in revenues in 2024 and
more than 100 employees. Medium-large size was preferred because having a larger number of
employees increases the possibility that the company has more developed and articulated
management control structures. This increases the relevance of the responses since part of the
research aim is to understand how management controls practices supported organisational
resilience during the Covid-19 period. The general characteristics of the interviewed companies
are shown in Table I. Each company was given a pseudonym corresponding to a letter of the
alphabet to ensure anonymity. Interviewee’s position was provided directly by the person
interviewed and the other information about revenues, number employees and sector were got

from the AIDA database.

Table I: General Characteristics of the Interviewed Companies

Company Interviewee’s position Sector Size Revenues | Number of
2024 employees
A Head of personnel Manufacturing | Medium >40M >150
B Sales Director Manufacturing Large >50M >300
C Personnel Manager Retail Large >70M >100
D Sales Manager Wholesale Trade | Medium >50M >30
E Operations Director Manufacturing Large >80M >300
F Administrative Manager Agriculture Large >80M >150
G National Account Wholesale Trade | Large >130M >250
Manager
H Human Resources Office Manufacturing Large >160M >200
Secretary
&) Human Resources Wholesale Trade | Large IT: I >70
Manager & Retail ~130M J:>150
Global:
9B
K Head of Personnel Manufacturing | Medium >25M >90
Administration




Five interviews were done remotely using Microsoft Teams (Companies D, E, I and J) or by
phone call (Companies B, K ). Two interviews were done in presence in the headquarters of the
Companies C and F. Three firms (Companies A, G and H) answered directly in written form to
the questions because of the preference of not being recorded or the impossibility to do an oral
interview. All interviews involved medium-high level managers that oversaw the management

of personnel during the Covid period, or that had the necessary information to respond.

All the interviews were recorded and carried out in Italian language to ensure a better clarity
for both the interviewer and the interviewee. The length of most of them was about 15-20
minutes. The recordings were then transcribed using the transcribe function of Microsoft Word

and, after being controlled, the transcription was translated in English and then analysed.

Interviews were based on a protocol that was created based on the Object of Control framework
of Merchant and Van der Stede (2017) and the Financial Resilience framework of Barbera et al.
(2017). Companies were provided in advance with the questions to have the possibility to read

them and prepare for the interview. The protocol utilized is the following:

INTERVIEW PROTOCOL
l. How has Covid-19 impacted your company’s operations?
2. What were the responses put in place to manage this period and maintain the

company's operations?

3. Were the implemented responses focused only on the short term, or were there
changes that were maintained for the long term within the company, even after the
pandemic?

4. What restrictions or rules were imposed on employees during the pandemic to
prevent the spread of the virus? How was it monitored that these rules were
followed? How were they communicated to staff?

5. In the case of smart working, how was employees' work monitored? How was their
work performance monitored? Were any rules or procedures introduced? Were

training activities provided to give guidance regarding remote work?

6. How were estimates made regarding sales, possible investments, and costs to be
incurred?
7. Given the uncertainty and difficulty in planning during the pandemic period, how

were the outcomes (e.g., sales, customer satisfaction, profit) required from directors



and employees redefined and measured? Was it necessary to change the parameters
and indicators on which their performance was assessed?

8. Have specific goals or targets been set regarding employee safety (such as reducing
covid positives or keeping absence-to-work rates within a certain limit)? How has
the company monitored the achievement of these goals?

9. Before the pandemic, did the company have long-term planning that took into
account possible crisis scenarios? How often was the budget reviewed before the
pandemic?

10. What has the company also learned from the pandemic crisis in relation to the
function of the tools covered in this interview?

11.  If so, what changes introduced during the crisis have become structural and

integrated into post-crisis management/period?

The protocol starts with a general question that aims to investigate which was the impact of
Covid-19 pandemic to the company interviewed. Then the goal is to understand which
responses were implemented in order to manage this period. The information about these
responses can be connected to the coping capacities of the Financial Resilience framework of
Barbera et al. (2017), to understand the company’s resilience in relation to the coping phase

during the pandemic.

The next question aims to categorize the responses adopted by the company in buffering,
adaptive and transformative capacities, which are the three categories of coping capacities
explained in the financial resilience framework. To do this, the question tries to understand if
the responses implemented were focused only on the short-term or if there were more structural

and long-term changes in the company.

The following questions focus on getting information about which management control
practices were mobilised to cope with the pandemic. These management control practices are
analysed according to the categories provided by the Object of Control framework of Merchant
and Van der Stede (2017). The fourth question is related to the action controls implemented to
prevent the spread of the virus, meaning the rules and procedures imposed to employees to

control their behaviour.

Question number five is related to smart working, specifically to how employees were

monitored in that type of working mode. It focuses on action controls, such as procedures, but



also includes a question on training activities to provide guidance to remote working, in order

to investigate the possible use of personnel controls.

The sixth question is useful to introduce the following questions which focus on results controls.
This question tries to understand how the company managed to make estimations about targets
of sales, costs and investments, in order to understand on which assumptions the company
developed the objectives for its employees. Question number seven has a clear focus on results
controls asking how were redefined the targets asked to employees and directors during the
pandemic, and how their performance was measured. The eighth question tries to investigate if
the company set specific results controls regarding targets of employees’ safety such as reducing

covid positives or absence to work.

The following question is related to the anticipatory capacities of the Financial Resilience
framework of Barbera et al. (2017) and is focused on understanding if the interviewed company
had a well-developed planning and budgeting before the pandemic. Since planning and
budgeting are both instruments of management control, the information obtained with this
question is useful to understand also how management control practices supported

organisational resilience in terms of anticipatory capacities.

The last two questions aim to investigate what the company learnt from the pandemic in relation
to the tools analysed in the interview, and if there where changes that became structural and

integrated into the post-crisis management period.

After being transcribed and translated, the interview transcriptions’ most significant passages
and quotes were highlighted and followed by a coding process. Sentences extrapolated from
the interviews were connected to codes and themes such as anticipatory and coping capacities
of resilience or to the four typologies of control of the object of control framework. For each
company a similar scheme in the analysis was applied. At first, the parts of the interviews related
to the impact of Covid to the firm were identified, with a focus on the first question of the
protocol. Secondly, companies’ responses implemented to manage the Covid period were
identified in the transcriptions, connecting them to the three types of coping capacities of the
financial resilience framework (buffering, adaptive and transformative), based on what the
interviewees said about the integration or not of those responses in the post-Covid period.
Finally, passages regarding anticipatory capacities were highlighted, searching them especially
in the responses to question number nine. All this information about organisational resilience,

that used to be present in most of the answers to the questions of the protocol, especially the



first and last three, was then analysed through the financial resilience framework following this

scheme, creating a report for each company interviewed.

After this, most significant passages related to management control practices were highlighted.
The scheme followed in the analysis started from the identification of action controls utilized
in coping with the pandemic, that were primarily provided in the answers to questions four and
five. Then data about results controls was highlighted, focusing on questions from five to eight.
If the coding process of the answers from question four to eight showed some passages related
to cultural and personnel controls, they were included and analysed in relation to the other
typologies of control. This process of work was applied for each company interviewed and was

followed by the creation of a report for each firm.



Empirical Analysis

Impact of Covid-19 and Companies’ Responses

Company A is a medium Italian enterprise operating in the manufacturing sector. Covid- 19
pandemic had a significant impact on this company, leading to a complete stop of their

production that brought to an important drop in the revenues:

It stopped completely the production, resulting in a significant drop in turnover in

the period of March and April 2020 (Company A).

To cope with this situation of crisis, the company implemented various responses including
both short-term and long-term ones. These responses supported the organisation’s coping
capacities, strengthening its resilience. To deal with the lockdown, buffering capacities were
employed through the extensive use of the Covid redundancy fund, and reducing costs as much

as possible by resorting to social safety nets:
...made extensive use of the Covid redundancy fund (Company A).

To tell the truth, sales estimates have not been revised, but attempts have been made

to reduce costs as much as possible by resorting to social safety nets (Company A).

Despite that, responses were not only limited to a short-term implementation, since adaptive
capacities were employed through the activation of the virtual clocking, that was maintained
also after the pandemic, and smart working, that was applied also afterwards in certain cases.

In addition to this, there was also an acceleration in the implementation of the e-commerce:

During the lockdown period, we equipped ourselves to enable smart working for

those employees who had deadlines that could not be postponed ... (Company A).

We activated virtual clocking in and maintained it even afterwards, as we did, in

certain cases, with smart working, and implemented e-commerce (Company A).

With respect to anticipatory capacities, in the period preceding the Covid-19 pandemic,

Company A used to prepare a budget on annual term, which was based on both historical data



and scenario planning. The budget used to be revised in the case of exceptional events occurring
during the year. Having well developed planning and budgeting activities strengthened the

firm’s resilience and helped it to cope with the pandemic crisis:

The budget is drawn up every year in September/October with forecasts and data
based on historical data and events that are expected to occur, both positive and
negative. The budget is revised if exceptional negative events occur during the year

(Company A).

Company B is a large Italian enterprise operating in the manufacturing sector. The effects of
Covid-19 pandemic on this company were tremendous since it was obliged to close and stop

the production:

Covid had a very, very heavy impact on our company to the extent that it made us
stop completely.... we were stopped both from an industrial point of view, therefore
production, and from a commercial point of view, therefore distribution, both direct

so our stores and indirect, so our customers (Company B).

To cope with this difficult situation the company opted only for short-term responses,
supporting only buffering capacities related to resilience. They stopped their operations and
when the government started to change its directives, they managed to restart operating in a
limited way with the online distribution. The short-term response that allowed the company to

support its financial position and to try to reduce losses was the reliance on redundancy funds:

The answers were closure. Consequently, even the company could not maintain the
operation of the company, with very few exceptions, that is, when we then say that
the government understood what the problem was and therefore gave further
directives, we managed in a very, very limited way to return to operation only with

online distribution, so on online sales (Company B)

We were able to take advantage of social safety nets such as the redundancy fund

and however they have impacted a minimum (Company B).

Smart working was not adopted by Company B as a response neither to the period immediately
after the pandemic nor currently because this enterprise is an industrial company with a strong

in-person exchange and for this reason smart working was not considered as a possibility.

Company B showed a medium level of anticipatory capacities related to resilience. In the period
before the pandemic, it was not present a scenario planning that took into consideration of

possible scenarios of crisis. Budget used to be reviewed twice a year and planning regarding



industrial activities used to be developed on a longer time horizon with respect to the shorter

period-oriented plans and measurements adopted during the pandemic:

Regarding possible crisis scenarios there was no planning. There was a planning
obviously with regard to industrial activities, it was a little longer in time, that is,

even the revision of the budgets was let's say twice a year (Company B).

Covid-19 pandemic led also to a sort of cultural change in Company B, since it forced them to
pay more attention, increasing the frequency of reviews and meetings, improving organisational

resilience:

Now we talk about it much more often because what Covid has left us is to pay
more attention. That is, we have seen that in any case by going to talk to each other
more, confronting each other more, verifying, let's say using the thermometer of
certain situations in a more short-term way has brought results for which these

habits have remained with us (Company B).

Company C is a large Italian enterprise which suffered a serious impact from Covid-19
pandemic especially because the closures started at the beginning of spring, which is the peak
season in terms of sales for this company. The impact was worsened by the fact that information

and directives were perceived as coming slowly and in an uncertain way:

It had a fairly difficult and serious impact because it was a new thing that we didn't
know how to manage and in addition the information from the government was a
bit slow, also because it was something never known, and therefore it was also
difficult because of the peak season of our business which is the beginning of spring

(Company C).

Because directives from the government were not so clear and changed rapidly, Company C,
being a retail chain, had difficulties in understanding which products they could sell and which

not:

It wasn't very easy and in addition the part that you didn't understand what you

could or could not sell (Company C).

Company C showed a full reliance on buffering capacities with respect to coping capacities of
resilience. A task force was created to ensure that governments decisions were adopted and
updated over time. Company C’s resilience was supported also by having key contacts, thanks
to being a retail chain, to acquire goods, such as disinfectants, that were required to comply

with the government’s requests. Responses were limited to that period in the sense that no



changes were made in the long-term management of the company. This choice was made based
on the assumption that in the case of another pandemic in the future, the government would be

more prepared and would give quicker and clearer directives:

By coordinating, we had created a group, a task force to manage things. The first
thing we did was to close and then gradually understand what the government's

decisions were on the various activities (Company C).

We have not done anything new more to manage a hypothetical next pandemic. I
think that even the institutions superior to us that manage the thing will be the ones
who will give faster, clearer answers. In my opinion, they will have some more

information after this event (Company C).

The only things that were maintained after the pandemic were the emergency protocols and the

additional activities of cleaning:

There are protocols, which had been created ad hoc at that time to manage the
various needs. Then all these, I mean, protocols inserted have practically entered
the ordinary, that is, in the emergency management protocol or whatever there is.
By now it has remained written in the case in which something could happen again

(Company C).

With respect to anticipatory capacities, budgeting and forecasts used to be done by Company C
already in the period before Covid, so there were not necessary changes in what was usual to

do each year from this point of view:

The budget? Let's say that we review the budgets, we make the forecast, we make
the final balances in periods, we haven't done anything different from the normal

routine of every year (Company C).

Company D is a medium Italian enterprise whose business model consists in importing goods
from foreign countries and distributing them in Italy. The initial impact of Covid-19 pandemic
to this company was a very short period of closure followed by a reopening with a very reduced
staff. Company D showed transformative capacities related to organisational resilience since,
during the pandemic period, it completely reinvented its business by starting to import and
distributing products related to Covid-19 protection such as masks, gloves and so on, in addition

to the typical products that they distribute:

There were certainly important changes in management, because everything we did

before, in the sense of our business before, stopped and we completely reversed



course. In the sense that we continued to remain open because we started importing

masks and Covid material (Company D).

This new business activity continued to operate also in a period after the end of the pandemic,

until the market stopped to show interest in Covid related materials:

For a period of time, we continued to keep these references as our business. Until
we found an answer on the market, in the sense that there was interest. But then
from that point of view we closed that business as a type of references managed

(Company D).

Company D’s responses to Covid-19 cannot be considered only as buffering short-term
responses related only to the period of the pandemic, since some practices implemented in that

period are still used in the company nowadays:

There have been things that we have implemented, a little in terms of security, a
little in terms of management and control that have remained over time, it being
understood that we then returned to our standard regime of managing things

(Company D).

Company D’s strong and successful response to Covid-19 was supported by its developed
anticipatory capacities. In fact, before the pandemic, the company had already established itself
as a large distributor with the ability to import, and this allowed them to reinvent the business
and be able to address the needs of the pandemic period and to obtain a good result in terms of

sales:

We certainly positioned ourselves from the beginning as large distributors because
we had the ability to import and therefore there was very positive feedback

(Company D).

Especially in the very early periods, the Covid world, the world of masks that we
sold was very important in terms of numbers, in the sense that it brought very
positive feedback in terms of numbers, clearly because there was an obvious need

throughout Italy (Company D).

Company D’s anticipatory capacities were supported also by a pre-pandemic planning that used
to take in consideration periods of crisis or market difficulties in their sector. However, their
type of planning did not take in consideration the possibility of extraordinary and unexpected
events such as what happened with Covid, because of the impossibility to make predictions of

this kind:



Clearly it had not been taken into account that we could face a period like this, or
at least not totally. That is, it is clear that we think of periods of crisis, but we think
more of periods of crisis in the sector or market difficulties in our sector. It is
difficult for real and concrete planning of such a crisis to be made, because a crisis
under these dimensions is clear that it was not even predictable for us. So, in this

sense there has not been, there has not been a real planning (Company D).

In addition, Covid-19 period helped Company D improving its organisational resilience by
making them understand the need of doing budget analysis more frequently in a quarterly or
monthly bases, instead of annual or six-monthly budgets that characterised the pre-pandemic
period. This increased frequence of analysis helped the company also to manage better their
core business even after the pandemic, since the market needs started to require a more punctual

and timely control:

Before the pandemic, let's say that we had an annual or, rather, six-monthly budget

control (Company D).

It is clear that this situation has made us understand that even the budget analysis
that before, I repeat, we did every six months, we began to do it quarterly or on a
monthly basis precisely because of the fluctuation that dictated this period

(Company D).

Then we had considerable market space in our core business and therefore
managing them required a much more punctual and much more timely control, just
like timing. And so, we began to put in place controls both of the budget, of the
warehouse, and of everything that is our management of quarterly or monthly

turnover (Company D).

Company E suffered from a significant organisational impact from Covid-19 both in the first
months of closure, but also in restarting the operations after the initial period, since the context

was different than before:

We had a very important organizational impact both on this first part, let's say,
where the company had to stop from an operational point of view, but at the same
time it was not easy, even when we had to start the machine again to start again,
because in any case we started again in a context that was clearly no longer what

we had managed previously (Company E).



The pandemic initially had strong effect on Company E’s sales, with the first budgets that

previewed a drop in sales of about 60%:

At the beginning, what was the forecast? The forecast was for a drastic drop in sales,
no, so I remember the first budgets that pointed to a minus 60% in terms of turnover,

for example (Company E).

However, strong anticipatory capacities helped Company E to survive and cope successfully
with this period of crisis, showing good levels of resilience. Since the pre-pandemic period,
Company E diversified its sources of income, serving different markets such as the domestic

market, but also the hotel industry and the naval sector:

The company has a diversification of business units that has always balanced the
various sectors a bit, because we serve the domestic market with a franchise chain
or in any case direct single-brand stores and we have customers who are multi-
brand. This model is replicated both in Italy and abroad, in some countries

(Company E).

But at the same time, we have other business units which are those of the hotel
industry, so hotel and contract sectors. And then we also have the naval sector, so
we serve all the chains such as (some names of naval sector companies). We are

their official partners (Company E).

This diversification of markets served helped the company to keep sales at a reasonable level
during difficult times by leveraging the domestic demand of their products while the hotel and
naval sector were in a profound situation of crisis. This diversification helped also to continue
to support, even after the pandemic, the boost that sales had in the period of reopening, after
the initial months of closure, because the other two markets served (hotel and naval) started

growing:

I can say that the company has been very far-sighted because it has decided to
diversify. So, when perhaps the contract and hotel sector went down, we had the
domestic worker who kept us up... When perhaps this booster slowly began to fall,

the other two sectors grew (Company E).

With respect to coping capacities related to resilience, Company E based its response to the
pandemic mainly on buffering capacities, adopting protocols and procedures to limit the spread

of the virus and comply with the government’s requests:



The issue of masks, the management of spaces, the management of maintenance
times for a small number of people who could be met. So, meetings with a limited
number of people, with distances that had to be respected in order to avoid possible

contagion (Company E).

Smart working was adopted in the cases in which employees had limits of return, or in the cases
in which in the open spaces it was not possible to guarantee the space for all employees because
of the minimum inter-distance and the maximum amount of people in a room to respect. Smart
working was a short-term response adopted only from an emergency point of view, without the

idea of continuing to use it in the post pandemic period.

Few procedures, such as digital reception of transport document and fragmented entrance for
some spaces, were maintained in the post-Covid management period. In addition, there was a
change in the frequency of revision of budget and in the time horizon in which it is focused,
that was maintained after the pandemic, showing adaptive capacities and an improved resilience

to possible future periods of crisis:

The budget revision clearly went accordingly, in the sense that we then went a bit
with a slightly shorter-range vision. Here, instead of making annual budgets, yes,
we aimed at annual budgets, but with a review that was still constant in the re-

evaluation of what was then the path that the market was taking (Company E).

Company F is a large Italian enterprise operating in the agricultural sector. This company had
been significantly impacted by Covid especially in their production phase called “sorting”,
since this phase requires the presence of many workers in the same building and so to be able
to comply to the rules of social distancing and protection, they had to revolutionize a bit the

organisation of their production:

We had to revolutionize some aspects a bit, especially that of sorting. It's a period
of big work with about 1200/1300 people in the same shed, so we had to

revolutionize a bit (Company F).

Initial responses were short-term oriented and related to buffering capacities, that the company
adopted in order to maintain its operations. They involved precautionary measures, various

types of controls and other solutions:

We have made changes by adopting precautionary measures, therefore the distance
of the job position. Different staggered times, obviously the addition of masks,

control through swabs. We had also organized a management of swabs here in the



company, so the Asfo came to do swabs here in the company. We have found several

solutions to try to move forward (Company F).

Since some of these solutions implemented during the pandemic period showed to be effective,
they are currently maintained in the company, demonstrating some adaptive capacities of

resilience and improving Company F’s ability to deal with a possible future event of this kind:

We have seen that this methodology of distancing, then of the mismatch of
schedules, even of masks, in short, has given a good result; therefore, many things
have been maintained over time. Masks are now obviously no longer mandatory,
but we give them yes, those who want to use them give them the opportunity to use

them, so we provide them to them (Company F).

Anticipatory capacities of Company F were good since budget was frequently reviewed even

before the pandemic and so there was not the necessity to make changes from this point of view:

The budget is often seen by the Board of Directors, regardless of the pandemic

(Company F).

Company G was significantly impacted by Covid-19 since the places in which their main
products are used were closed during the pandemic period. Certain operations such as
warehouse, finance and administration were maintained, instead the other were obliged to stop.

Sales experienced a significant drop, and the order book was frozen:

Covid has heavily impacted our operations, drastically reducing them since
swimming pools, the brand's main channel, and the consumption connected to them

immediately stopped (Company G).

The warehouse activities have maintained a certain amount of operation to meet the
demands of the areas that remained operational, with them the administration and
finance activities. All the others have essentially stopped, or almost. At least two
sales campaigns have been interrupted or cancelled. Order book frozen pending the

passage of the crisis. We can estimate a reduction of at least 40% (Company G).

Company G’s responses to the pandemic were both long term and short term oriented, relying
on buffering and adaptive capacities of organisational resilience. Responses were immediately
taken to be able to comply with the decrees issued by the government. Smart working was
adopted, and support measures were used. Company G also joined the “community factories”

program in order to have vaccination activities in the firm.



Long-term adaptive responses involved the creation of an in-house eCommerce, which used to
be outsourced before the pandemic. Smart working was maintained after the pandemic as a
percentage of total working hours. Safety protocols developed in the Covid period were
maintained. In addition, during the pandemic, Company G developed a new product line
different from their main product line, helping them to not depend only on a single product or

channel and improving their resilience:

Being dependent on a single channel or single product can unfortunately be very

dangerous for the security and continuity of the company (Company G).

Although Company G suffered the fact of depending on a single product line or channel, their
anticipatory capacities can be considered good since there was already a five-year business plan
that took in consideration potential scenarios of crisis prior to the pandemic. Budget was
reviewed annually and quarterly. These anticipatory capacities helped the company to better

respond to the pandemic:

Surely the business plan had (has) a vision at least five years ago, crisis scenarios
are normally contemplated but certainly not linked to global epidemics, this was a

truly extraordinary event that caught everyone unprepared (Company G).

The budget was (and is) reviewed annually according to the company BP and with

periodic reviews every quarter within the same year (Company G).

Company H is a large Italian enterprise operating in the manufacturing sector that was
significantly impacted by Covid-19 pandemic by a slow down or in some cases interruption of
their operations, since physical presence is required to perform their business. In addition, their
sector experienced shortages in the supply chain and other issues. Company H’s situation was
worsened also by the market instability and the difficulty to make forecasts, in addition to the

increase in costs due to the introduction of the safety measures:

The restrictions (lockdown, mobility restrictions, temporary closures) have
interrupted and greatly slowed down some production activities, considering that
physical presence is required to carry out our business. Even for our sector there
have been shortages in the supply chain, logistical difficulties, lack of raw materials

with consequent delays in deliveries (Company H).

All this then affected the entire organization with difficulties in forecasting

customer demand, market instability, financial uncertainty and increased costs



related to the new safety measures to be adopted (e.g. sanitization, PPE, changes to

spaces to ensure distance, etc.) (Company H).

Company H’s responses focused on the short-term relying on buffering capacities of
organisational resilience. In the initial month of closure, the firm relied on redundancy fund,
then, after the operations restarted, responses to keep the operativity focused on reliance on
smart working for certain job positions, the implementation of a health protocol and the
reorganisation of spaces, in order to comply to the social distancing requests provided by the

government. This was supported also by training and informing staft:

The company resorted to the redundancy fund, fortunately only for short periods,
first of all the initial period which involved a mass closure of about a month

(Company H).

We have adopted smart working for some office tasks, reorganized spaces,

strengthened the health protocol, trained/informed staff (Company H).

Company H showed also some adaptive capacities of resilience since some changes in the
Covid period were integrated into the post pandemic management period, improving the firm’s
flexibility and resilience. Smart working was maintained in some specific situations, improving
also flexible working time. In addition, certain rules regarding the optimisation of physical

spaces were kept, allowing to have spaces for distancing and a lower density in the areas.

With respect to anticipatory capacities, Company H already had a planning that considered
possible crisis scenarios in the pre-pandemic period, but this scenario planning did not take into
account of crises of such magnitude. In addition, budgeting used to be reviewed twice a year.
All this suggest that the company had well developed yet not perfect capacities of preparing to

a crisis period.

Company H’s major lesson learnt through the pandemic was the importance of organisational
resilience, since that period showed the crucial value of being ready for rapid change in business

management.

Company I is a large Italian enterprise which acquires products from companies, located in the
far East, which are part of the same multinational group and are dedicated to the production
phase, and then sells them to other businesses in Italy, mostly retail stores. Company J, instead,
1s not a business-to-business company since it sells the products through direct single-brand

retail stores in Italy and other European countries. Both Company I and J are part of the same



multinational group and in Italy employees of both companies are managed by the same human

resource office.

Company I and J both experienced a decrease in the sales during the pandemic, because of the
closures of the stores, but also because of the limits imposed to the number of clients that could
stay in a store due to social distancing rules. Costs had to increase, especially in Company J,

because of the cleaning service:

It is obvious that during the Covid period they were limited a lot both for the retail
part, because obviously the stores were closed, and for the B to B part, because the
customers' stores were closed ... Another impact from an operational cost point of
view, however, was having to increase the cleaning service of the shops and also

those on site (Companies I & J).

Company J was difficult to manage especially because of the frequent absence of workers and

the difficulty to hire new ones:

Retail management has been a bit more complex... In the end, there were often
people on sick leave, absent people, and with the impossibility perhaps even of
being able to hire other people who could cover in a very short time, therefore from

an organizational, operational and so on point of view (Company J).

From an organizational point of view, there were few people in the store, every two
or three there was an illness, people, those who remained, had to work overtime

(Company J).

Company I from an operational point of view was not impacted drastically by Covid-19
pandemic because the firm does not include production and most of the employees work in the
office, so especially smart working, that was already present in the company even before the
pandemic, allowed Company I to maintain its operativity. What changed in a slightly way was

the way of approaching work:

From an operational point of view we can say that it has not changed anything in
particular, for the simple fact that it has never been production, but it has certainly
stimulated from the point of view, especially on our B to B side, a slightly different

way, perhaps of approaching work (Company I).

Company I’s flexibility to adapt to the pandemic period was supported by its anticipatory
capacities. Smart working was already present and regulated in the company for two or three

years, so the personnel was already used to it:



Consider that we, for example, already had smart working before the pandemic for
two or three years, more or less once a week; therefore, people were already used
to working in a certain way anyway. So to work from home, to adopt a certain
flexibility, to coordinate with your manager and the rest of the team to take this
smart day, let's say alternatively, so that maybe there was not the whole department

at home on the same day (Company I).

Company I’s responses were mainly focused in the short-term, relying on buffering capacities

of resilience. Smart working was adapted in order to allow social distancing in the offices:

The single day of smart working first of all has become 2-3 days. This is because
we took the population of the offices and divided them in half. In such a way as to
practically guarantee distancing. Based on where the people were sitting, we
divided them into two groups, the blue group and the red group, so that there was

one yes, one no, one yes and one no person present at the desks (Company I).

Company I’s responses brought also to changes in the long-term, showing adaptive capacities
and improving organisational resilience. Smart working was institutionalised with a policy that
can include it for two days a week. This improved flexibility of working, but also made the

company more attractive as an employer, since many candidates ask for smart working:

Once the state of emergency was over, this new policy was institutionalized, which
provided for smart working two days a week... certainly a positive thing because
nowadays it is probably one of the main things that any candidate looks for in the
company, since it is seen as a way of working that allows you a little to create a

greater balance between home and work needs (Company ).

Priority was given to protect employees from losing their jobs or remuneration both in Company
I and J. Buffering responses were adopted to cope with the initial period of restrictions. Pay was

fully maintained, and employees disposed their holidays or redundancy funds when possible:

We worked almost part-time, disposing of the holidays a bit, but from home we
continued to work, so we went from clearly one day a week of smart working to
smart working for the entire first month and a half of emergency... we continued to

maintain 100% pay (Company I).

On the retail side, on the other hand, clearly there, especially the first period of
closure, necessarily involved the closure of shops and people stayed at home. Not

that we fired them. We did not lay off anyone, first of all, and we necessarily made



the request for the redundancy fund with a 100% supplement, so the company made

sure to guarantee 100% of people's remuneration (Company J).

Companies I and J’s resilience was supported also by the anticipatory capacity of having an e-
commerce before the advent of the pandemic. Online sales increased during Covid, and this
allowed them to be able to continue paying the employees and stay afloat during the periods of

closures:

In general, from a business point of view e-commerce has increased a lot, therefore
online purchases... it has certainly allowed us not to close, not to have to close

shops, not to have to leave anyone at home (Companies [ & J).

Companies I and J’s anticipatory capacities were sustained also by their budgeting activities.
Budget was done frequently for each department and estimates were reviewed in the case of

events:

We work on the budget 1,2,3,4 times a year... Then each department creates its own
budget... During the year we then review it, let's say, we create what is called a
forecast, then we work on estimates of the year, and perhaps taking into account

other elements that are happening in the meantime (Companies I & J).

Company K suffered a significant impact from Covid-19, which hit differently the various areas

of the firm:

The impact has been significant... it has also been diversified according to the
different areas of the company. In fact, we had the office area and the distribution
logistics area and then we also had the retail which was made up of 11 stores

(Company K).

Company K’s responses were all short term oriented and relied on buffering capacities of
resilience. Priority was given to compliance and implementation of the requests of the various
decrees of the government. Security measures were put in place to allow the operativity of the
company and retail shops were initially closed. A key response was the reliance on redundancy
fund. Smart working was adopted only as emergency response and was not maintained since

the company sees more advantages in having people working in the office and not remotely:

However, apart from the first somewhat transitory moment. Then we thought that
in any case, given the company situation, we preferred to have people available in

the company and therefore that measure was not maintained (Company K).



In the end we think that the advantages today in being present in the office are

greater than those that can be had by working remotely (Company K).

With respect to anticipatory capacities, Company K did not have a planning that took in
consideration possible crisis scenarios in the pre pandemic period. Budget used to be revised
annually, and Covid generated the necessity to review it in terms of expenses to manage the

emergency period.



Management Control and Organisational Resilience

Management control practices were helpful for Company A to cope with the pandemic
especially to comply with the rules provided by the government in terms of preventing the
spread of the virus. Company A implemented action controls by setting some rules and
procedures for the employees. The safety manager was appointed to verify compliance with the

requirements:

Vaccination requirement, temperature checks every morning, mask requirement,
hand washing and no brushing teeth at work, and at the slightest symptom,
requirement to stay home. The safety manager checked the INPS website daily to
verify the validity of vaccination certificates and whether all workers were

complying with the requirements (Company A).

Internal communication was improved and became more digitalised. This allowed Company A

to communicate rules and restrictions related to Covid-19 to the employees:

The rules were communicated via special signage in strategic locations within the

company and via the company portal (Company A).

Action controls and cultural controls were employed in order to monitor employees’ work
during smart working. Virtual clocking in via PC was the only formal monitoring measure
introduced by Company A. Reliance on cultural controls was based on the value of

professionalism of employees:

The only monitoring measure introduced was virtual clocking in via PC; for the

rest, the company relied on the professionalism of its employees (Company A).

With respect to results controls, Company A did not employ them to cope with the pandemic
since the evaluation of performance and setting of objectives for employees and directors was
put on hold during this period, due to high uncertainty. Instead for what regards non-financial
objectives related to the safety of employees, compliance with the decrees issued by the

government was given the priority.

Management control practices helped Company B to control the diffusion of the virus. Action

controls such as procedures at the entrance were introduced and employees were informed



through circulars about the physical conditions to respect to be able to come to work. These

rules and procedures were established and monitored by an internal committee:

We set up an internal committee of people who carried out this type of regulation
with control, and we put in place a measurement, let's say at the entrance, of all the

staff at the level of temperature control and monitoring fever (Company B).

And through the circulars that we sent to all staff, attention was requested to
symptoms that could lead back to COVID and if there were certain symptoms, not
to come to the company of course, unless a swab was taken which obviously had to

be negative (Company B).

Cultural controls played a key role in limiting the diffusion of the virus among the staff, keeping
to the minimum the cases of positivity to Covid-19. The common sense of the employees,
respecting the value of professionalism which characterizes the company, made the employees
behave in the proper way, avoiding or limiting situation with high risk of contagion both inside
and outside the company. This allowed Company B to not have the necessity to introduce more

rigid action controls:

... behave even outside the company by not attending places or associations that
could result in a contagion that would then have brought a repercussion also at the

level operational in the work (Company B).

We have had very few cases of Covid in the company. The common sense of the
people who work for this company and who worked in this company at that time,
fortunately made sure that the infections were very limited. So, it was not necessary
to set objectives rather than different targets or directives, perhaps more restrictive

than those that were in force in the periods (Company B).

With respect to results controls, in order to make estimates regarding sales, investments and
costs during the pandemic, Company B established a committee composed of the directors of
the departments. Daily reports of the stores were useful in establishing how the market was
responding. The uncertainty of the period of the pandemic led to a necessary increase in the

frequency of the meetings between the directors:

...a committee has been set up here with the various sales managers of the various
channels, the head of the purchasing departments, the head of production, and the

managers of our direct stores. Based on what were the trends we had made



estimates, which in some cases had to be necessarily optimistic because otherwise

we didn't even have any more stimuli to go on (Company B).

So, we made predictions by meeting, seeing each other much more often than what
were the habits and this allowed us to correct ourselves gradually on the decisions
we had made. So, the daily reports of the stores allowed to say that the market was

responding in one way rather than another (Company B).

With respect to the measurement of the performance of employees, there was not a change in
the parameters utilized to make the assessments. However, the increased uncertainty required a
higher focus of the measurements and comparisons in the shorter periods in order to be able to

make corrections in the plans quicker:

It was not necessary to change the parameters. Let's say that the uncertainty of this
period has led us to make measurements and comparisons in the shorter periods,
just to try to possibly correct the plans made positively or negatively depending on

the answers we had (Company B).

As the other firms, Company C had to implement action controls to impose behaviours to

employees to limit the spread of the virus:

The rules were what everyone was approaching, mask, gloves, measuring fever, all
these things... distance, the mandatory routes, masks, gloves, disinfectants...

distance, the mandatory routes, masks, gloves, disinfectants (Company C).

Smart working was not contemplated in Company C, expect for few exceptional cases. Action
controls, such as computer systems, allowed to monitor the work of employees in the case of

remote working:

Smart working in our business was not contemplated... all this part has been
activated, especially for administrative staff the opportunity to work from home has
been given. We had online meetings and everything and our computer system can

monitor the hours that were connected to the management system (Company C).

Company C made no changes with respect to results controls. Evaluations took in consideration
the fact that 2020 was a “strange year” but there were not changes regarding this, also because
the firm restarted to make sales as the pre-Covid levels as the situation got clearer and

limitations on products to sell started to reduce:

We have not changed anything compared to what we were already doing before.

The only thing in the evaluation, even with our board of directors, in reading the



data, if we go to read 2020 it was a strange year in which there was a peak and then
there was a wave, a long wave even in 2021 because we were still coming out of

this thing (Company C).

Action controls were established by Company D to impose rules and procedures to employees
in order to limit the diffusion of the virus and to monitor employees in the case of smart

working, which was adopted by the company only in very limited cases:

There were clearly sheets that we had to have signed... there was constant
temperature control when we entered the company and there was obviously the

mandatory obligation to wear a mask during work (Company D).

What little smart working we did was clearly managed through rules and
organization that we built during this period... monitored through access obviously
to our management system and therefore was then kept track in agreement with the
employee, in the sense that the employee gave notice of the times he did also

through our checks on the accesses that were made (Company D).

Results controls played a fundamental role in Company D’s response to Covid-19. Many
parameters used to evaluate the performance of employees needed to be changed because the
company started to import and distribute products for Covid protection such as masks and
gloves and so the market served, and the clients’ needs were completely different for this type

of business activity:

The parameters have been changed because before we moved a completely different
business and we had controls that were also based on that type of business, that is,

the type of business that moves (Company D).

... trying to meet the needs of customers who at that point were no longer customers
as we understand them today, but were people in difficulty or charities with whom
we do not usually deal, who had to make themselves available. Charity
organizations | mean not real charities, let's say the local health authorities with
which we did not interface so that they could distribute these devices to hospitals,

pharmacies... (Company D).

Company E set up action controls to limit the diffusion of the virus and comply with the

government’s requests. A well-developed management protocol was stipulated:

In the protocol there were working conditions that had to be set...managing the

distances between one person and another. Then implementation, analysis of each



individual workstation in order to guarantee this minimum requirement (Company

E).

The implementation of PPE such as masks of various protection depending on the
type of workstation or the type of management of the individual person, with
perhaps the physical characteristics that had been evaluated together with our doctor

(Company E).

We staggered the entrances into several brackets, three in this case... there was a

whole part of check-in at the entrance (Company E).

Results controls in addition to action controls were set up to manage smart working, creating
ad-hoc rules and evaluations for each area of the enterprise. The only thing which is managed

at the corporate level is how much smart working can be done:

It clearly has rules that are managed by each for their own area; therefore, each area
director has certainly set up evaluations together with his subordinate... the
company rule more as regards management, that is, how much smart working can
be done at the company level... However, each area has ad hoc management

(Company E).

Pre-pandemic results controls needed to be changed to cope with the demands of the pandemic.
A strong focus was posed on costs, objectives were reviewed, and expectations of operating

results were revised:

So, a lot, a lot of attention to the issue of cost, clearly related to warehouse
management... raw materials and the costs of transport services and so on that has
soared; therefore, we have certainly had a review of the objectives... I can certainly
tell you that not so much KPIs have been revised, but certainly the expectations of

operating result (Company E).

In addition, Company E’s managers started to analyse data related to costs as a team, and to

establish and evaluate results as a team, showing adaptive capacities and supporting resilience.

Management control supported Company F’s resilience and ability to cope with the pandemic
principally thanks to action controls there were put in place to comply to government directives
to limit the diffusion of the virus and to be able to maintain their operations especially in the
production phase of “sorting” which usually requires the contemporary presence of more than

a thousand people in a building.



Company F relied on cultural controls to monitor employees during smart working, basing it
on trust which is fundamental in the working relationships of this company. Results controls

applied to employees were not changed:

Smart working was done not following a particular procedure, not using precise
monitoring. In short, enough has been done on the trust of employees, those who

could do it have done it (Company F).

(Were results controls changed?) As far as employees are concerned, I would say

no (Company F).

Action controls were employed by Company G to comply to the requirements of the decrees
issued by the government and to limit the diffusion of the virus and ensure safety of all
employees. The new rules and procedures were communicated through emails and periodic

remote town all meetings:

...use of masks; temperature measurement with automatic main entrance system;
minimum presence in the office; sanitization of staff and offices; reduction of travel
if not essential; self-certification for travel...direct checks if you are present in the
office... Email communications to all employees and periodic remote Town all

meetings (Company G).

Company G was forced to make changes to plans regarding investments, with the aim to
minimize costs. The effort was directed to the commitments to suppliers, support of the

employees and to avoid blocking the flow of goods:

Investments already planned have been stopped or reduced to a minimum, as well
as costs. All resources have been diverted to the continuity of the company and
therefore to the maintenance of commitments to suppliers so as not to block the

flow of goods and to the support of employees (Company G).

With respect to the development of results controls for Company G, sales estimates were
difficult to perform, especially in the initial phase. Estimates needed to be revised also due to

the change that the company adopted in the product mix:

Estimating sales was not easy, especially in the initial phase when our main channel
suffered a total blockade and in consideration of the repeated lockdowns; However,
at each reopening, the flow of sales restarted very strongly, so once the emergency

was over, estimates were projected on a return to pre-Covid levels within a year,



which has punctually occurred. The estimates have also been revised in terms of

product mix (Company G).

Company G did not need to change evaluation parameters or KPIs utilized in the results controls
but only adapting them to the conditions of the moment they were passing. It was instead
necessary to set new objectives in terms of EBITDA, turnover and margin in order to allow the

company to maintain its stability:

It was not necessary to change evaluation parameters or KPIs, only to adapt them
to the reality of the moment. The minimum objectives that the company had set
itself to maintain its stability still had to be achieved, especially in terms of turnover,

margin and EBITDA (Company G).

Company H employed action controls to impose rules in order to limit the diffusion of the virus,
communications were provided on the bulletin board, compliance was supervised by the

department managers and a Covid manager needed to be appointed:

The company has imposed as mandatory use of masks, distancing between
workstations, physical barriers where necessary, regular sanitation, limitations on
the number of people in a common space (meeting rooms, canteens, etc.) (Company

H).

On the bulletin board there were continuously updated notices, the communications
were then reported by the various department managers who then had the task of
supervising compliance with the rules. The company had also appointed a Covid

Manager (Company H).
Action controls were also utilized to manage smart working:

The smart working adopted has been contained, the employee has always received

instructions and indications in this regard (Company H).

The parameters and indicators utilised to assess the performance of workers in results controls
did not need to be changed. Sales were estimated based on orders and by consulting the most

important customers. Customer satisfaction was measured through questionnaires:

For sales, we adapted to the orders that arrived, we measured customer satisfaction
through questionnaires and profit was measured in the final balance on the income
statement. It was not necessary to change the parameters and indicators on which

their performance was evaluated (Company H).



For sales estimates, we have consulted the most important customers and
investments (excluding those already started) have been blocked. The costs have

weighed on the company's budget (Company H).
Personnel controls helped Company H by training employees during the pandemic period.

Action controls were fundamental for Companies I and J to comply with the governments
directives and limit the diffusion of Covid cases within the companies. A protocol for the
prevention and monitoring of Covid cases was written and prepared with their security
consultant. The protocols regarded the areas of hygiene, organisation and social distancing.
They used to be continuously updated to keep pace with regional regulations or legislation

updates:

A series of rules have been provided within the office itself, including the obligation
to wear a mask at all times. At the entrance to the offices, people's body temperature

was checked (Company I & J).

Additional rules regarded sanitization and cleaning. Sanitizing gels were put everywhere, in
addition to sprays and wipes to disinfect the workstation. Cleaning was mandatory for
employees both at the arrival and when leaving. Bathrooms needed to be cleaned constantly.
Access to the gym in Company [ was firstly excluded and then limited to a limited number of
employees contemporarily. Working tools such as keyboards and mouses were put in locked
wardrobes each day. In 2021, after restrictions started to be alleviated, new rules were

introduced:

At some point, so later, we are already in 2021, we reactivated the refrigerators, for
example, but introducing the obligation for people to put their food in a plastic bag

by putting their surname (Company ).

When the Green pass was introduced, the entrance control of the Green pass. If the
person had the Green pass he could access otherwise or had the swab done on that
day, otherwise he would go home. Access to meeting rooms was to be limited to

only a certain number of people at a time (Companies [ & J).

In the retail stores of Company J, stripes on the grounds were put to ensure distancing.
Employees needed to control customers health conditions before entering the stores, and ensure

that the number of customers present did not exceed the permitted limit:

So the employees of the shops were authorized not to let customers in if it was

obvious, if they continued to sneeze, cough in short, and it is evident that they had



something... they had to check that customers entered staggered; therefore, they
could not allow there to be many, too many customers inside the store. The rule was

one customer for every 10 square meters of floor sales area (Company J).

Company J introduced also a different management of returns, that obliged to leave products

for a certain number of hours or days before being able to put them back in the stores:

Regardless during the Covid period, before they could put them in the store, they
had to keep them separate for a certain number of hours or days, sanitize them and
then put them back in the store. So clearly one more work to do, one more control

(Company J).

Both Companies I and J had to put in place a procedure with the company doctor. People with
symptoms had to contact the doctor and obtain a certificate to able to take advantage of illness
at work. In the case an employee worked in a store that was closed, he could ask for the
redundancy fund. Otherwise, excluding the previous two possibilities, the employee could stay

at home disposing of holidays or “Rol”.
Action controls were and still are used by Company I also to manage smart working:

If you have to be absent, even there you still have to notify your manager and have
his authorization, for example...It has been supplemented with a whole series of
requirements relating to both health and safety and also above all privacy, so when
you work at home, you work from home, you do not work in public. You live with
the risk of sharing your company data with anyone who passes by, it is still a

moment of work (Company I).

Company I had to readjust its results controls targets during the pandemic period. Redefinition
was necessary because of the drop in sales and caused a decrease of the bonus recognized to

results achieved by employees. The growth of online sales needed to be taken into account:

All B-to-B employees, even retail, have a bonus linked to sales or that is in any case
linked to company results. Therefore? The first year of Covid this led us to
recognize like a trivial 20% of the bonus, because obviously we did not achieve the

sales results we had set ourselves (Company I).

There have been readjustments or in any case the various targets have been
redistributed, so to speak, also by virtue of the fact that online sales and so on have

been increased more (Company I).



The parameters used to evaluate performance of employees did not need to be changed since
Company I assesses performance giving a lot of importance also to non-quantitative parameters
in addition to other more objective indicators such as sales targets. The more subjective
parameters refer to the workers’ ability to communicate effectively and efficiently, the energy
they put into the activities they do, their approach to work, result orientation and in terms of
quality, efficiency and time that people spend in achieving results or in any case completing all
those activities that are required by their job. It is therefore a somewhat all-encompassing 360-
degree evaluation. These parameters are used also in personnel controls when hiring new
employees. Relying on these indicators of performance allowed Company I to have a reliable
measure of workers’ performance during the pandemic, regardless of the crisis period that was

faced, sustaining the company’s resilience:

The fact that there was a pandemic and that it didn't allow me to sell or I don't know
how to do certain things doesn't mean that I didn't work well during the year and
that I didn't do everything possible to work at my best and to have a positive

contribution to the company (Company I).
Companies I and J exploited results controls also to monitor cases of Covid:

We have basically created a report to monitor all cases. This is true for both the B

to B company and the retail company (Company I & J).

Organisational culture has strengthened itself during the pandemic improving the efficacy of

cultural controls:

This has further incentivized, let's say, this more result-oriented approach to work.
Even managers have unconsciously developed greater trust in their people

(Company I).

Company I’s personnel controls involve training of new employees on site, for this reason the
smart working policy is not applied in the first six months to people who join the company. This

strengthens the firm’s culture and supports cultural controls:

It is easier to train and follow a new person if you are side by side, trivially, and
then being in a work environment anyway being inside the Office still allows you
to absorb a little of what the company culture s, its values, get to know other people

better, interact (Company I).



This well-developed culture, already present before the pandemic, allowed Company I to
improve the efficacy of smart working, without the need of stringent controls or supervision,

promoting its resilience:

Just as managers were already used to this approach, let's say more of trust, so to
speak, towards the employee. So, there was already a sort of corporate culture
oriented towards results rather than control and the presence of the person

(Company I).

Action controls were mobilised by Company K to impose rules and procedures to limit the
diffusion of the virus and comply with the ministerial protocols. The restrictions were the
general ones that were applied to all workplaces and non-workplaces: avoid contact at all, do
not shake hands, wash your hands often. Smart working was encouraged, all business trips were
suspended, and the work positions were revised to ensure interpersonal distancing. The
activities were reorganized so that the interpersonal distance was always observed and then, if
it was not possible to respect the distance, the protective equipment was given. A protocol was

established and communicated to employees by email or through the bulletin boards:

Then we made a protocol, an anti-Covid protocol, an internal committee was set up
within the company that was responsible for drawing up this protocol and then
recommending that it be observed. All the measures were listed in the protocol

(Company K).

Action controls combined with results controls were utilised by Company K to monitor the
personnel in the case of remote work. Indicators of performance utilised in results controls were
not changed and each department was responsible for the management of its staff through

organised meetings:

Every department, every office has a department manager and therefore, when
everyone had to work from home, this structure at the level of the organization chart
was strengthened, in the sense that each manager then organized meetings remotely

with his staff, verified the various tasks of each one (Company K).



Discussions and Conclusion

This thesis has two principal aims. The first one is to investigate Covid-19 impacts to some
Italian companies and their responses to manage this period, analysing what supported their
organisational resilience in terms of anticipatory and coping capacities of the Financial
Resilience framework of Barbera et al. (2017). The second aim is to investigate whether
management controls practices supported the development of organisational resilience during
the pandemic period, analysing the typologies of control referring to the Object of Control
framework of Merchant and Van der Stede (2017). The research is based on a qualitative
analysis of data collected through 10 interviews, involving a total of 11 companies, that were

done during September and October 2025.

From the interviews it emerged that Covid-19 had a significant impact to all the companies
selected, especially for the ones that operate in the manufacturing sector since production
needed to be stopped for a while. The first months of closures were the hardest ones, causing
drops of sales. Company D had the ability to reinvent completely its business by importing also
products related to Covid protection and selling them, having a positive effect on sales.
Company | was the one that was the least impacted in terms of operativity since smart working,
that was already present before the pandemic, was utilized to permit its employees to continue

to work from home.

Anticipatory capacities showed to be fundamental in promoting organisational resilience and
firm’s abilities to cope with the period of crisis. Company E’s diversification of market served
already present before the pandemic, helped the company to keep sales at a reasonable level
during difficult times by leveraging the domestic demand of their products while the hotel and
naval sector were in a profound situation of crisis. Company | had already a smart working
policy before the pandemic, and for this reason employees were already used to it, and
organisation resulted much simpler when facing the Covid restrictions. Company D established
itself already before the pandemic as a large distributor with the ability to import, and this
allowed them to be able to obtain the supplies of Covid related material when the demand for
this kind of products was high. Company C’s resilience was supported by having key contacts,
thanks to being a retail chain, to acquire goods, such as disinfectants, that were required to

comply with the government’s requests.



Most of the companies had well-developed planning activities that took in consideration
possible pessimistic scenarios already before the pandemic. However, no one had the possibility
to predict or take in consideration a crisis of the kind or magnitude as it happened with Covid.
All companies had well defined budgeting activities before the pandemic, showing a reasonable
level of anticipatory capacities. What emerged from the research is that some companies had to
adapt and change their budgeting and planning activities in order to better cope with the period
of crisis. Company B realised the necessity to increase the frequency and attention of meetings
and reviews, in addition to adding a more short-term oriented revision of budget and
measurements. Company E, similarly, added a budget revision with a slightly shorter-range
vision. Company D understood the need of doing budget analysis more frequently in a quarterly
or monthly bases, instead of annual or six-monthly budgets that characterised the pre-pandemic
period. This supports management control importance to support companies’ resilience and

ability to adapt in periods of crises.

The need to increase reviews and reporting was found also by Kober and Thambar (2022), who,
by analysing an Australian food relief charity during Covid, found that the organisation had to
increase its focus on performance measures, starting to do weekly reports. Bedford et al. (2022),
based on survey data from 83 business unit managers in the Netherlands, found that firms
increased the tightness of their budget controls in response to the negative impact of Covid.
This caused a growth in managers’ emotional exhaustion, because of a raise in the perception
of role conflict and ambiguity. The negative effect on role ambiguity increased with the trust in
senior management and decreased when budget controls were used in an enabling way before
the crisis. Passetti et al. (2021) found an increase in the intensity of the financial analysis done
by a large Italian food retail cooperative during Covid, due to the necessity to understand and

map the economic effects of the crisis.

From the interviews it emerged that the responses of all companies focused mainly on the short-
term period, relying on buffering capacities of resilience. There was an extensive reliance on
redundancy funds, especially in the periods of closures. When companies started to reopen, the
main response was applying health protocols to limit the diffusion of the virus and comply with
the government requests. Smart working was applied in some cases but mostly as an emergency
reaction to the period. Various companies showed adaptive capacities by maintaining smart
working in certain situations also after the pandemic period, promoting working flexibility. For
example, Company [ institutionalized smart working with a maximum of two days a week at

global level.



Other responses that were maintained after the crisis period by most of companies regarded the
management of spaces or security procedures, that showed to be effective during the Covid
period. Covid-19 pushed some companies to develop their e-commerce sale, improving their
resilience through adaptive capacities, by increasing their sales channels. For example,
Company G developed an in-house e-commerce that was previously outsourced, instead,
Company A accelerated the implementation of it. Having an already established e-commerce in
the pre pandemic period promoted resilience. For example, Company I and J were able to
exploit the increase of online sales to continue paying the employees and stay afloat during the

periods of closures.

Covid-19 did not produce only a negative effect on companies since it helped them to learn and
change, improving their organisational resilience. Company B, E and D learnt that they needed
to introduce more short-term and frequent planning and budgeting activities. Company G learnt
that being dependent on a single channel or single product can unfortunately be very dangerous
for the security and continuity of the company. For this reason, in addition to creating the in-
house e-commerce, they developed a new product line. Company A realised the importance of
having multiple sales channels and accelerated the implementation of the e-commerce.
Company I learnt that stringent rules are not always effective in managing employees and so a
strong company’s culture and the selection of personnel based on values and skills that represent
it, helps dealing with periods of uncertainty. In addition, security protocols and management of
spaces, that were a mandatory part in the social distancing requests in the Covid period, helped
companies improving their organisation in the post pandemic period. The adoption of smart
working during the pandemic helped some companies to integrate it in their post-crisis

management, offering more flexibility and improving resilience.

The idea that Covid-19 did not produce only negative effects on firms, but was, in some cases,
an opportunity to make changes and improve, is sustained also by Kober and Thambar (2022),
since the organisation that they studied, an Australian charity, increased its sources of funding
and expanded its operating model during that period of crisis, such as some of the companies
interviewed did. Kober and Thambar (2022) suggest also that since crises can present
opportunities, management control systems can be utilised to identify and take advantage of

them and, at the same time, to manage the immediate threat of the crisis.

Management control systems showed to be crucial in helping companies cope with the crisis,
sustaining their resilience. Action controls were key for all companies in providing rules and
procedures to employees in order to limit the diffusion of the virus and comply with the

government’s requests. Companies developed health protocols, and the most applied rules were



obligation to wear masks, social distancing, vaccination requirement, temperature checks, hand
washing, cleaning and sanitization and in the case of symptoms, requirement to stay home.
Action controls were also employed to regulate smart working. Virtual clocking in, computer

systems, rules regarding health, safety and privacy and other ad-hoc instructions were applied.

The key role of action controls in supporting firms to limit the spread of the virus, complying
with the health and safety protocol, is suggested by Passetti et al. (2021) through an exploratory
case study of a large food retail cooperative in Italy during the pandemic period. Rigorous and
mechanistic action controls were utilized by the food retail enterprise to ensure health and safety
for the employees and other stakeholders. Ho et al. (2023), through survey evidence from the
German Business Panel (GBP), found that action controls applied in organisations were
strengthened during the Covid period due to a stronger standardization through both informal
and formal standards, pre-planning, procedures and programs. This choice was considered as a
means to deal with the incentive problems originated by this crisis, since working from home
limited direct monitoring, but also performance measures becoming inaccurate during crisis led
to lack of motivation and direction for employees. Delfino and Van der Kolk (2021), through a
qualitative field study method, studied Italian professional service firms during Covid. They
found the use of action controls to substitute other types of management control that were not
possible in that period, because of the shift to remote working. Video calls, meetings and checks
by managers increased, substituting face-to-face contact that were considered more effective,

and putting stress on employees, who felt more controlled.

Results controls were helpful for companies to cope with the pandemic and supported
organisational resilience since many companies had the necessity to readjust their targets, in
order to align them to the needs and requests of the period. Generally, there was not the need to
change the parameters or indicators used to monitor performance, but only the targets
themselves. For example, Company G did not change the KPIs but readjusted the minimum
objectives that the company had set itself to maintain its stability, and Company E did not revise
significantly the KPIs, but the expectations of operating result. Company I distinguished itself
by basing, even before the pandemic, a significant part of its results controls on indicators that
are not quantitative but more related to a 360-degree evaluation that keeps track of quality,
efficiency and time that people spend in achieving results. This allowed Company I to evaluate
more effectively its employees in period of crisis, regardless of the drop of sales. Results
controls were fundamental for Company D, since the addition of a new completely different

business activity, required a change in the parameters to assess its performance.



Ho et al. (2023) sustained the importance of results controls in the Covid crisis since accounting
measures of performance enabled companies to classify, measure and compare data, allowing
also to facilitate the adoption of remote working through the use of appropriate key performance
indicators. Target setting was found to be more flexible during the pandemic, as happened with
the companies interviewed. Ho et al. (2023) found also the need for supervisors to increase the
frequency of revising targets and their achievement, as in the cases of companies B, E and D,
engaging more actively in results controls. Results controls were demonstrated by Passetti et
al. (2021) to be key in managing financial control for a large Italian food retail company. Results
controls relevance was enhanced by the complexity of future trends and the economic scenario
related to the pandemic. Monitoring of commercial indicators and cost information became

more quickly, and relevance of short-term and scenario analyses increased.

Cultural controls played a role in supporting action controls in the limitation of diffusion of the
virus. For example, in Company B the common sense of the employees, respecting the value of
professionalism which characterizes the company, made the employees behave in the proper
way, avoiding or limiting situation with high risk of contagion both inside and outside the
company. Cultural controls improved also the effectiveness of smart working reducing the need
to impose stringent controls on employees during remote work. This happened, for example, in
Company A and F, where trust and professionalism are at the base of their culture. Company I’s
culture has strengthened itself during the pandemic, improving the efficacy of cultural controls

by incentivizing trust and a result-oriented approach to work.

Cultural controls’ importance during the Covid period is highlighted by Passetti et al. (2021).
This type of controls was prominent in helping a large Italian food retail cooperative to motivate
employees, communicate values and give direction to the enterprise, in addition to sustaining
action controls to operate rapidly, as in the case of health and safety protocols. With respect to
the relation between cultural controls and smart working, Delfino and Van der Kolk (2021)
suggest that the perception of organisational hierarchy was changed by the lack of face-to-face
contact in remote working during Covid. The perception of hierarchy increased for the
employees who, before or during the crisis, communicated less, and less informally, and did not
have strong social ties with their managers. Instead, the opposite effect characterized those

employees with more frequent interactions and stronger social ties.

Personnel controls played only a limited role by providing training to employees during the
pandemic period or in the selection of new personnel. For example, in Company I, even before
Covid, new employees were hired based on characteristics such as workers’ ability to

communicate effectively and efficiently, the energy they put into the activities they do, their



approach to work or result orientation. This strengthens also the efficacy of their results
controls, since these parameters are used also to assess the personnel’s performance and allows
to evaluate an employee contribution also regardless of the quantitative targets achieved by the
company. This in turn supports resilience since it increases the firm’s ability to evaluate its
personnel in scenarios of crisis. In addition, Company I’s training of new personnel takes place
side by side with the aim to make them absorb the company’s culture and values. This in turn

strengthens the efficacy of cultural controls.

This research showed also that the use of formal traditional management control instruments,
such as budgeting and planning, are not always able to deal with the disorder and
unexpectedness of crises of the magnitude of Covid. None of the companies interviewed had
the possibility to predict and appropriately prepare to such a type of crisis using the traditional
budgeting and planning activities. In addition, in coping with the pandemic, less formal and
objective type of controls, such as cultural controls and more non-objective results controls
showed to be fundamental, in some cases being more effective than imposing stringent rules on
employees. Quattrone and Zilber (2025) suggest that, especially nowadays, the world is in a
profound situation of disorder, and for this reason organisation theories should shift more their

attention to situation of disorder, incongruences and local idiosyncrasies.

Management control in a crisis scenario should not be treated in the traditional way, as a rational
instrument that can make plans and predictions, and that can be generalized across all
companies. Various of the companies interviewed said to have experienced difficulties in
making estimates and assessments during the pandemic period using their traditional
management control instruments. For example, Company A had to put on hold the evaluation
of performance and setting of objectives for employees and directors during that period, due to
high uncertainty. Company C treated 2020 as a “strange year” when making evaluations and
reading data, since the instruments already used were not suitable to deal with the disorder and

uncertainty of the pandemic.

The first limitation of this research is the fact that the period analysed, the Covid-19 pandemic,
happened four to five years before the interviews were conducted. Since the collection of data
was done ex-post, the information obtained could have been influenced by the interviewees’
ex-post rationalization (Barbera et al., 2017). Other limitations could be that some interviewees
could have depicted their company’s response to Covid as more positive as it had been in reality,
or that each response was influenced by the subjective perception of the facts by the

interviewee.



Another limitation can be the limited representativeness of the sample since it is composed of
11 companies and so it is difficult to generalize the information obtained. Sampling bias could
also have created distortions because maybe the companies that decided to take part of the
interviews were the ones that were better able to cope with the pandemic period, or were the
only ones, among all the companies to which the request for the interview was made, that could

share information about that period. This excludes some different cases and variability.
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