Proceedings of The 12th I nternational Multi-Conference on Complexity, | nformatics and Cybernetics (IMCI C 2021)

Putting into action crisis-driven business solutions during COVID-19 pandemic

Karine OGANISJANA
Faculty of Engineering Economics and Management, Riga Technical University
Riga, 6 Kalnciema Str., LV-1048, Latvia

Natalja LACE
Faculty of Engineering Economics and Management, Riga Technical University
Riga, 6 Kalnciema Str., LV-1048, Latvia

ABSTRACT

This research was conducted within the National Research
project “ReCOVery - LV” for exploring the impact of the
COVID-19 pandemic on the Latvian companies,
specifically analyzing in this paper the range of emotions
experienced by the Latvian companies and the new
solutions they elaborated and realized to overcome the
crisis despite the shock and stress. The qualitative content
analysis of the feedback from 334 companies revealed
their anxiety combined with the emotions of fear, anger
and sadness, including six more emotions which present
these three basic emotions’ different levels of intensity.
Although, being in this negative emotional state, some of
the companies managed to increase their revenues
introducing new products and services, creating new sales
channels and attracting new clients, digitalize processes
and achieve cost savings.

Keywords: crisis-driven business, emotions,
opportunities, COVID-19 pandemic
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1. INTRODUCTION

The health necessitated lockdown and social isolation
caused by COVID-19 have stopped most human and
business activities which put forward unprecedented task
to mankind to create new communication, working,
economic, political, ecological and other living behaviors.
In this revolutionary time to overcome the COVID-19
disaster, different anti-epidemic measures have been
undertaken by many governments, businesses, health,
educational and religious organizations involving in this
battle against the pandemic also different societal groups
and individuals. However, the attempts of governments to
keep citizens at home and implement lockdown measures
to slow down the spread of the virus, have turned out into
another global pandemic — the pandemic of loneliness.
This resulted in severe psychological stress of individuals
around the world due to worries over the health, financial
security, temporary unemployment, significant changes in
our daily lives which all of us have to adapt to, studying,
working and creating relationship with other people facing
the lack of physical contact [1; 2; 3; 4].
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In this uncertain and stressful reality doubled load is put
on company owners and managers, as first of all, they are
humans who also suffer physically and emotionally from
this dramatic situation, and secondly, they bear full
responsibility for their businesses which make the pillars
of the economy of any country. Therefore, it is crucial to
explore not only the new crisis-driven solutions which
were put into action during the COVID-19 pandemic, but
also the emotions felt by company heads for understanding
of what kind of emotions could make driving forces for the
innovative growth of companies in crisis. The key role of
emotions in economics needs more attention to be devoted
to [5], as traditional economic models built for rational and
unemotional agents do not work effectively. Instead, new
economic models of quasi-rational emotional humans
should be built though it is a more challenging goal [6].
Accordingly, the research questions explored in this paper
are:

1) What is the emotional state in the companies during the
COVID-19 pandemic?

2) What business solutions are implemented to overcome
the challenges caused by the COVID-19 pandemic?

2. EMOTIONS AND CRISIS-DRIVEN
SOLUTIONS IN THE COVID-19 PANDEMIC

The COVID-19 pandemic has given a powerful boost to
the digitalization of companies accelerating the innovating
processes by replacing or complementing traditional
businesses with new solutions. Companies have created
many new offerings believing that to remain economically
viable, they need to digitize their core business models [7].
It is argued that five years of e-commerce growth has
condensed into three months due to the lockdowns and a
shift in consumers’ priorities, drastically reshaping both
the consumer path to purchase and the actual points of
purchase; that created new business patterns that most
likely won’t revert back to the pre-COVID-19 normal
anymore [8]. Therefore, with a proactive view into the
future, the fastest understanding of the post-pandemic
generation is becoming one of the key factors of
companies’ competitive growth in recruiting, productivity,
innovation and relations with customers [9]. It is believed
that there will be a post-pandemic generation after the Z-
generation (born in 1995-2012). If Z-generation is already
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digital native and able to multitask while online, [10], there
are not any characteristics known of the post-COVID
generation. However, to meet the forthcoming demands
with the most active involvement of the new generation-
to-come, different digital business transformation models
with the involvement of artificial intelligence are under
active elaboration to: collect big data of business
transactions; deploy big data analytics; ensure a better
customer experience; design safe and contactless customer
journey while acquiring the product or the service; and
provide positive emotions via customers’ enjoying the
digital experience owing to powerful tools which will also
capture and analyze customer behavior without human
touch [11]. The understanding of emotions by artificial
intelligence has a dual nature, as on the one hand, it
excludes direct human-to-human interaction but, on the
other hand, it is tended to preserve the focus on most
human-specific characteristics — feelings and emotions in
digital transformation of business models.

The great role of feelings and emotions (affect) in the
entrepreneurial processes has been emphasized by
scholars of the field, as feelings and emotions influence
many aspects of cognition and behavior which might occur
when entrepreneurs operate in unpredictable and uncertain
situations performing many tasks and launching new
ventures [12]. Being interconnected with each other,
cognition and emotions impact the processes through
which information is perceived, processed, stored and
retrieved when needed for problem solving, innovation
and decision making in highly dynamic entrepreneurial
environments [13; 14].

It was proved that in stable and predictable situations
emotions and feelings do not bring to such actions and
decisions which they might cause in unknown or unstable
situations [15]. And how can we characterize COVID-19
pandemic reality? With the emotions of worry, fear, stress,
boredom, anger/annoyance [16; 17] causing anxiety, stress
and depression [4; 18] threatening mental and
psychological health of people worldwide [19]. People of
different levels of emotional intelligence respond to the
pandemic with different intensity of anger, disgust,
sadness, fear, anxiety but not less frequently [20].

Despite the psychological support provided to vulnerable
groups of the society, also in Latvia the level of depression,
anxiety, insomnia and suicides have grown with the
second wave of coronavirus [21], as people have become
more aware of what COVID-19 is either having lost some
of their relatives and friends or getting infected themselves
and struggling against it. As the number of cases has
grown more than 35 times in Latvia (calculated by the
authors based on the Worldometer statistics) for the last
four months (from October, 2020 to the end of January,
2020) [22], strict rules of anti-epidemic measures
including curfew for weekends have been imposed due to
the current state of emergency. All this unstable and
uncertain  situation worsens the emotional and
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psychological state in the society and creates additional

challenges to businesspeople who not only worry about

their own and their families’ health and safety but also

need to save their companies and find new working

solutions to survive in the crisis. But is it possible to be

creative and find new business solutions in such a negative

emotional and psychological environment? The answer is

‘yes’, as also negative emotions and feelings can enhance

creativity owing to individuals® efforts to attain creative

outcomes [23]. Though, as concluded by Robert Baron,

positive emotions and feelings enhance vs. negative

emotions and feelings which reduce entrepreneurs’:

- creativity needed for new opportunity recognition;

- capacity for acquiring essential financial and human
resources;

- capacity for responding effectively to the highly
dynamic environments they face;

- tendencies to expand both their skills and social
network;

- adoption of relatively efficient strategies for making
decisions;

- the capacity to tolerate high levels of stress, and this,
in turn, may have beneficial effects on the health and
wellbeing of entrepreneurs [24: 333-335].

In order to undertake any specific actions, individuals need
to be motivated for that. Motivation has three internal
sources - cognition, emotions and needs [25] which,
“working together as a team”, energize individuals to
realize also entrepreneurial processes. Motivation has one
more source - external events [25] both positive and
negative, which in different ways activate the internal
sources of motivation directing individuals toward definite
behaviors and actions. The integrative driving force of
cognition, emotions, needs and external events can
enhance motivation but does not guarantee successful
business performance, as there is one more crucial factor
in-between — the entrepreneurial skills which play the role
of a regulator [26]. Depending on the extent to which
entrepreneurial skills are developed, businesspeople
exhibit motivation to implement them in practice and
succeed or avoid it [27].

Therefore, emotions have great impact on different aspects
of the elaboration of business solutions and on the process
of putting them into action. Also, the emotions
experienced in COVID-19 are giving a boost to
unprecedented development of innovation and new
businesses similarly to the events in the mankind’s history
which showed that pandemics have crucial impact on the
humanity development in biological, physical and
economic dimensions.

Digital transformation is considered to be the most
powerful strategic tool for turning the challenges caused
by the COVID-19 crisis into new opportunities for
businesses and all the aspects of the societal life [28, 11;
29; 30]. To survive and grow in the current conditions, for
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companies it is essential to build new capabilities in weeks
rather than in months or years [28; 30].

Having conducted empirical investigation, Bhattacharyya
and Thakre concluded that company managers have
simultaneously adopted dual approach responding to the
crisis for surviving and growing both in short- and long-
term perspectives correspondingly using reconfiguration
of the existing resources and mobilization of the efforts for
redesigning business models [31]. One of the paths to
develop business models in this uncertain and unstable
environment could be the stimulation and mobilization of
the workforce to innovate and find new solutions to
achieve companies’ strategic objectives - revenue and
profit growth, and cost reduction [32]. It is believed that to
benefit even beyond the crisis period, companies have to
invest in building new capabilities including digital
infrastructure [30].

In this dynamic and often chaotic environment companies
adapt to meet the changes in consumers’ expectations,
working remotely, adjusting supply networks, managing
operations with the resources available, innovating across
delivery channels, and redesigning product-portfolio
based on the emerging new customer requirements to
retain positive performance [31; 30].

3. NECESSITY IS THE MOTHER OF
INVENTION:
THE LATVIAN CASE

The survey questionnaire was structured of four parts to
collect data on: a) the demographic characteristics of the
companies which participated in the survey to get insight
into the status of the respondents in their companies, the
company age, location, sector of industry and number of
employees; b) general impact of the COVID-19 pandemic
on their businesses in regard with the opportunity of
remote work, the number of employees fired, the extent to
which COVID-19 has negatively impacted the companies
and their turnover; c) specific external factors which have
impacted and internal processes which have been affected
by the pandemic, including also the opportunities
identified and used for overcoming them; d) solutions
undertaken by them to overcome the crisis. The
questionnaire, which was designed to collect both
quantitative and qualitative data, was elaborated in July
and piloted in August, 2020. In the end of August, it was
sent to Ltd Firmas.lv clients (n=2377) and members of the
Latvian Chamber of Commerce and Industry and other
associations. The response rate was not very high as only
334 companies shared their experience on the topic; more
of it, only about half of them shared their views on open-
ended questions. This can be explained with the overall
shock experienced by companies in the face of the crisis
and common reluctance of respondents to provide textual
answers while sharing their experience.
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The emotional state of the companies during the
COVID-19 pandemic

The qualitative content analysis of the respondents’ texts
on how pandemic influenced their companies, along with
the rational aspects, revealed also definite emotional
components which were determined using as pre-
constructed codes the emotions systemized by Robert
Plutchik in the Wheel of Emotions [33]. It consists of eight
(four pairs) of basic emotions: joy opposite to sadness;
anger opposite to fear; trust opposite to disgust and
surprise opposite to anticipation. Along with each basic
emotion, there are two more emotions accordingly of
lighter and stronger intensity of it.

Depending on the content of the responses, either one
emotion or a combination of emotions was assigned to the
text fragments in the process of coding. To illustrate in
what way the qualitative content analysis was realised, a
few fragments are given below in Table 1.

Table 1
A fragment of the qualitative content analysis

Emotions
Text fragments highlighted
My clients have lost all their ) .
. Fear; annoyance;
businesses, and | have lost my sadness
clients!!!
It has messed up absolutely Rage. arief
everything. We have 80% terrgorlg '

reduction in turnover - all is bad!

I think the crisis is still ahead - there
will be a drop in income, because
the unemployment benefits
provided in the crisis will soon end,
and many other issues are waiting
for us.

We will be able to speak of the real
impact in a year.

In addition, because of having to
buy sanitizers and pay for other

Fear, sadness,
annoyance,
remorse

Pensiveness

. o Annoyance
precaution means, there is increase
in costs.
| hate to comment on this
Rage

“beastliness” called COVID!

No negative impact has been
observed. On the contrary, some
weak opportunities have emerged
S0 unexpectedly.

It has not affected anything.

Surprise, interest

No emotions

The qualitative content analysis resulted in three groups of
emotions shown in Table 2. The basic emotions of these
groups are anger, fear and sadness. As for the less intensive
(annoyance, apprehension and pensiveness) and more
intensive (rage, terror and grief) emotions within each of
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the three groups, they are shown correspondingly in lighter
or darker shades.

Table 2
The three groups of emotions expressed by the company
owners, business managers and heads of structural units
related to the impact of the COVID-19 pandemic on their

companies
Bas!c Emotion ?, § S| 58
emotion é? g gv gv
Y— LL LL
Annoyance 90 31.40
Anger | Anger 3 1.00 | 34.10
Rage 5 1.70
Apprehension 57 19.90
Fear Fear 18 6.30 | 30.70
Terror 13 4.50
Pensiveness 36 12.50
Sadness | Sadness 37 12.90 | 30.30
Grief 14 4.90
NO 1 Nio emotions 14 | 490 | 490
emotions
Total 287 100 100

The total frequencies of all the three basic emotion groups
are very close to each other —anger (34.10%), fear (30.7%)
and sadness (30.30%) which speaks of these emotions
being similarly typical of the surveyed companies. Still,
most frequently among all the nine emotions (see Table 2)
was mentioned annoyance (n=90; 31.40%) - the lighter
intensity of anger. The frequency of apprehension (n=57;
19.90%), the lighter intensity of fear makes almost one
fifth of the total number of frequencies. In the third group
the basic emotion — sadness (n=37; 12.90%) and its lighter
intensity - pensiveness (n=36; 12.50%) were highlighted
similarly frequently. The stronger intensities of these
negative emotions — rage (n=5; 1.70%), terror (n=13;
4.50%) and grief (n=14; 4.90%) were recognized
significantly less frequently in the course of the qualitative
content analysis.

Some other emotions felt and shared by the respondents
did not even form categories because of their low
frequency — surprise (n=1), interest (h=1), remorse (n=1).
Emotionally neutral responses - no emotions (n=14;
4.90%) were given only by a small group of respondents.
This is an evidence of serious emotional tension among the
Latvian company owners (53.62%), business managers
(24.64%), heads of structural units (13.77%) and others
(5.80%).

The solutions found by the companies to overcome the
crisis caused by the COVID-19 pandemic

Despite the atmosphere of the entire shock, distress and
anxiety, some of the companies managed to find new
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innovative solutions to overcome the crisis and even
improve their companies’ work efficiency. The qualitative
content analysis of the responses to the question on the
opportunities identified and used by the companies with a
positive impact on their businesses during COVID-19
revealed three groups of categories related to: a) increase
in revenues caused by new product and service
introduction, creation of new sales channels and attraction
of new clients; b) digitalization of processes owing to new
IT solutions, new forms of work organization, introduction
of new internal and external communication forms, new
forms of document turnover; c) cost savings because of
introduction of IT solutions and attracting new specialists
at a reasonable price conditioned by increasing their
competitive advantages. As a result, increase in work
efficiency was observed (see Fig. 1).

Increase in work efficiency / h
productivity

New opportunities in cost [l

savings /’ N\
Attracting new specialists at
a reasonable price

New forms of document
turnover

Introduction of new internal / | (I
external communication. ..

New forms of work e
organization (remote work)

\—/
New IT solutions /
_ /.
Attraction of new clients
New sales channels
Introduction of new products
/ services
0.0 20.0 40.0

Frequencies, %

Figure 1. The distribution of frequencies of new
opportunities and business solutions identified and put into
action by the companies during COVID-19

There are also other types of new opportunities identified
and used by the companies while searching innovative
solutions through introduction of new technologies, new
opportunities for brand development, e-learning of clients,
improvement of the infrastructure, the finding of new
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collaboration forms in the company, self-production of
raw materials and optimization of the production process.

4. CONCLUSIONS

Initially this research project was not designed to explore
the emotions experienced by company owners, business
managers and heads of structural units of the Latvian
companies caused by the COVID-19 pandemic. However,
along with respondents’ rational answers, also their
emotional reaction given to open-ended questions made us
pay a special attention to this side of the reality. Therefore,
we decided to analyze not only the crisis-driven solutions
which were put into action by the companies but also the
emotional background against which all these activities
were developed and realized.

When people face real threats, uncertainty or the unknown,
their normal responses to them are fear, worry and stress
[1]. A similar set of negative emotions — anger, fear and
sadness, were almost equally experienced by the
companies surveyed. In our research these basic emotions
were revealed to be combined with the emotions which
make accordingly their lighter (annoyance, apprehension
and pensiveness) or stronger (rage, terror and grief)
intensities. No emotions were demonstrated only by very
few respondents - less than 5%; this speaks of the overall
negative emotional state of the majority of the
businesspeople who took part in this research. However,
the research also revealed that one third of the total
frequencies made annoyance - the lighter intensity of
anger, and one fifth — apprehension — the lighter intensity
of fear, while the total frequencies of rage, terror and grief
- the stronger intensities of accordingly anger, fear and
sadness, made about one tenth of the total frequencies (see
Table 2).

Even if we try to see some optimistic signs in this
proportion of the lighter and stronger intensities of these
negative emotions, obviously, this is not the case
considered by Baron when owing to positive emotions,
there usually can be observed enhancement in
entrepreneurs’: creativity needed for new opportunity
recognition; capacity for acquiring essential financial and
human resources; and efficient decision making in highly
dynamic environments they face [24]. On the contrary, the
new crisis-driven business solutions were elaborated and
put into action owing to the companies’ big intellectual
and organizational efforts to attain creative outcomes
despite the anger, fear and sadness. So, these findings
prove the conclusions made by George and Zhou [23].

The nine new business solutions elaborated and put into
action have logical interconnection which could be
understood via consideration of the three groups of new
opportunities: increase in revenues; digitalization of
processes owing to new IT solutions; and cost savings (see
Figure 1). As a result, increase in work efficiency and
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productivity has been achieved. These solutions were
mainly realized by experienced small companies with the
employees’ number not exceeding 50 and with the
company age over 18. Regardless of the surveyed
companies’ age and number of employees in them,
speaking of the key success factors, all of them
emphasized the optimization, digitalization and
investment of new technologies.

Thus, the new business solutions elaborated and put into
action by the surveyed Latvian companies go in line with
responses towards the COVID-19 pandemic adopted by
other companies worldwide [28; 29; 30; 31; 32]. So, one
more time necessity was proved to be the mother of
invention.
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