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FOREWORDS

Philippe Houzé
Chairman of ESCP Business School
Chairman of the Executive Board, Galeries Lafayette Group

All my life | have encouraged that great leaders embrace two essential and complementary
gualities: long-term vision, and agility in decision-making and implementation. Only the
wise combination of these two gives companies the ability to adapt their pace and direction
while keeping their goal in sight.

Whenever | meet ESCP students, | cannot tell them strongly enough how important
"lifelong learning" is. The humility of those who never stop learning prepares them not only
to avoid mistakes, but also to seize the magnificent opportunities that our uncertain world
has in store for us.

| pay tribute to the ESCP Faculty for having found, in these turbulent times, the resources
to transition to distance learning, and to share their knowledge with society. We are truly in
a Business school where training and education guides our future leaders and
entrepreneurs to define the purpose of the companies they will manage, in order to create
prosperity for all their stakeholders.



Professor Frank Bournois
Dean and Executive President, ESCP

New Leadership Skills for Managers in a Post 2020 Economy

The current Covid-19 crisis has triggered unprecedented upheaval on a global scale,
although from a strictly public health point of view, humanity has proven itself capable of
joining forces and transcending political boundaries.

The crisis is transforming management

Coming hot on the heels of our bicentenary year, the pandemic has severely impacted the
work of ESCP across all of our European campuses, affecting all of our faculty members and
international students. This crisis has confounded forecasters completely, and now raises
serious questions about the responsibilities of managers and the meaning attached to their
work.

“ ife s q tale These famous lines from Shakespeare seem

Told by an idiot, full of sound and fury, particularly apt now, as we reflect upon the
Signifying nothing” teleological import of the actions taken by
(Macbeth). those in authority.

As the head of a higher education institution, this reflection takes on a dual significance.
First and foremost, it concerns the meaning, the usefulness, the value and the purpose of
the knowledge which we produce, for society in general. And of course, it also concerns the
dissemination of actionable knowledge for the benefit of our stakeholders: students,
alumni, businesses, organizations and public administrations.

As Dean of a business school, our responsibility goes above and beyond the production and
dissemination of knowledge, methods and managerial practices. It is also a matter of
guiding and responding to events, overseeing the constant adaptation of individuals within
structured social systems.

Finally, as an academic specialising in leadership, | find myself wondering how best to
prepare future business leaders for the challenges they will face.

In a recently published work, Rebecca Anderson (2020)' of Harvard Business School explains
that managers now have no choice but to totally reinvent capitalism. In La Prouesse
Francaise (French Prowess), published in 2017, | insisted on the characteristics, which define
the French style of management, highlighting its strengths as well as the weaknesses in
need of a rethink (Suleiman, Bournois and Jaidi, 20173).

THenderson, R. (2020) Reimagining Capitalism in a World on Fire. New York: Public Affairs.
2Suleiman, E., Bournois, F., & Jaidi, Y. (2017). La prouesse francaise: le management du CAC 40 vu d'ailleurs. Odile
Jacob.
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The Covid-19 crisis has thrust this debate front and centre. Attentiveness to well-being at
work, respect for individuality within groups and a commitment to the greater good are all
key pillars of European humanist culture. These values have rapidly come to the fore in the
form of the decisive measures taken to protect citizens, respect individual liberties and
prepare for the economic recovery of the European Union.

Leaders in both the public and private sectors are acutely aware of the impact of this
enforced pause, this moment of reflection on a global scale, and must learn the lessons of
the current crisis. Going forward, the six major dimensions identified in the table below will
be of primary importance by 2030:

Table 1: Qualities and aptitudes required of future leaders

A) Intellectual B) Adaptive
Decision-making / ethics Resilience / Resistance to stress
Analysis and synthesis / "Helicopter view" = Political sense / Governance
Forward-planning/ Strategic vision Agility in different cultures

C) Interpersonal D) Executive
Human relations / Teams / Networks Energy/ Focus on results
Leadership / Delegation Evaluation / Feedback
Written and oral communication Ambition / Modesty

E) Digital F) Environmental

Digital transformation Construction of ecosystems
Interdisciplinarity/ Artificial intelligence Integrating the interests of all stakeholders
Disruption Focus on sustainable development

Source : Adapted from Bournois et Roussillon (1998)3, Bournois et al. (2010)* et Bournois et Allary (2019)°

The ESCP community rises to the occasion once again

| could not be more impressed by, or proud of, the monumental work done by the ESCP
Faculty, and all in record time! Students, alumni and decision-makers will find herein a rich
profusion of ideas, debates and pragmatic proposals for the future of the post-2020
economy.

What variety and depth of talent we have in the academic community of our Business
School! All of our European campuses, all of the disciplines of management studies and all
of the principal dimensions of decision-making are represented here. Six overarching
themes emerge, corresponding to the major challenges awaiting managers: the digital
transformation (particularly at work), the limits of individualism and the rise of new forms
of collective action, inclusive management/leadership, the resilience of businesses in times
of crisis, uncertainty and the need for change (or stability) in the financial markets and the
markets for goods and services, and finally the challenges this crisis raises for higher
education.

3 Bournois, F. & Roussillon, S. (1998). Préparer les dirigeants de demain : une approche internationale de la gestion
des cadres a haut potentiel. Les éditions d'Organisation.

4 Bournois, F., Duval-Hamel, J.,, Roussillon, S., & Scaringella, J. (Eds.). (2010). Handbook of Top Management Teams.
Palgrave MacMillan.

5 Bournois F.,, & Allary C. (2019) La coopération entre dirigeants : un ingrédient essentiel du leadership, Harvard
Business Review France.
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Our community is particularly proud of the mission statement we set ourselves a few years
ago: “Inspire and educate business leaders who will impact the world.” In that collective
spirit, it falls to me to salute the initiative of three colleagues who have launched and
steered this project with incredible energy and commitment. On behalf of our President
Philippe Houzé and everybody here at ESCP, | would therefore like to take this opportunity
to thank Pramuan Bunkanwanicha, Régis Coeurderoy, and Sonia Ben Slimane, without
whom the project would never have risen to such heights. The call for contributions has
inspired a flood of original scientific work, despite the fact that faculty members were
already overburdened by the sudden need to create teaching materials for remote learning,
as well as preparing for an unprecedented level of digital engagement in 2020/2021. Once
again, l want to express my admiration and extend my sincere thanks to all of the colleagues
who have contributed to this wonderful outpouring of intellectual solidarity and
stimulation. Thank you for sharing so generously the fruits of this prolific period of reflection,
inspired by these uncertain times.

ESCP is a prestigious institution with a profound connection to the European humanist
tradition. As we traverse this time of global crisis, | am reminded of a passage from the
memoirs of Jean Monnet, one of the founding fathers of the European Union, published in
1976°. His words ring as true now as ever and offer a point of reference as we navigate these
turbulent times: “When people find themselves in a new situation, they adapt and change.
But as long as they are still hoping that things will stay as there were, or that some
compromise might be found, they are not keen to hear new ideas.”

®Monnet, J. (1976). Mémoires, Paris. Edition Fayard.
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Professor Valérie Moatti
Dean of Faculty

As the Dean of Faculty, | am very proud to introduce this excellent initiative of a series of
Impact Papers.

It is a concrete demonstration of the excellence and the engagement of our Faculty,
including our permanent professors, emeritus professors, affiliate professors and PhD
students. Indeed, 72 faculty members and 12 PhD students pulled on their specific area of
expertise to reflect on the Covid-19 crisis, contributing innovative papers.

Despite the heavy workload related to the switch to on-line teaching as well as many other
projects, about half of the ESCP faculty from all our campuses contributed positively to this
impactful collective initiative. Such involvement reflects not only the talent of our faculty
but also its ability and willingness to influence our society and to dialogue widely with our
stakeholders.

y Dimitri Champollion
Director of Brand & Communications

The prudence - and nobleness - of Professors and researchers, whose activity requires long-
term observation, hypothesis formulation, and quantitative studies, often contrast with the
agitation of media experts chasing the limelight. How can serious conclusions be drawn so

quickly about a crisis that will have changed the world within a few weeks? Yet crises don't
wait! The teachings of the next academic year cannot and should not remain unchanged.

A, ‘ a

The crisis has created many opportunities, much faster than we could imagine. New kinds
of remote working, depolluted cities... It has also raised challenges that we considered
distant: geopolitical tensions affecting the business world, the place of Europe in a world
that is now multipolar, and where the notion of industrial sovereignty will be key... A world
that needs to be rebuilt avoiding, if possible, the false patterns that were still in place just a
few weeks ago.

In this book collection, you will read more than analysis, you will find convictions, forged
over a long period of time. Professors are citizens. Their daily observation of the business
world, but also of society, has conferred them more than a distant scientific view. It
contributes to the school's bicentenary vision, forged in European humanism and
combining academic excellence, creativity, and optimism. Values that characterise those
who have a real impact on the world.



PREFACE

Professor Pramuan Bunkanwanicha
Associate Dean for Research and Chairs
& Professor of Finance

Research at ESCP Business School envisions a unigue and dynamic environment. We are
very proud of launching our research initiative on “ESCP Impact Papers” aimed at
providing insights into management knowledge that is applicable to not only practicing
managers, but also other stakeholders, namely the European community, students and
society.

The ESCP research impact is developed within the four pillars of the B.E.S.T. framework
(Business impact, European impact, Society impact, and Teaching impact) as a research-
for-action framework.

Business European
Impact Impact
* X %

*Academic*

Impact X

*

* 4 x4

Societal 1 Teaching
Impact Impact

This first edition of ESCP Impact Papers on “Managing of Post-Covid19 Era” demonstrates
how our incisive researchers could react to addressing several insightful, on-time
challenges that help further reflections, to better prepare for the possible changes on the
future of business and society following this unprecedented disruptive pandemic.
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EDITO

Professor Pramuan Bunkanwanicha
Editor-in-Chief

Dr. Sonia Ben Slimane
Editorial Coordinator

Professor Régis Coeurderoy
Academic Coordinator

Not more than a month ago, and with the active support of the ESCP Business School
Executive Committee, we launched a call for impact papers "MANAGING A POST-COVID-19
ERA" to the ESCP Business School academic staff. The aim was to provide interpretations of
the corona virus crisis and its impact on European business and society, based on the
expertise and experience of the ESCP faculty, thus stimulating creative ideas and innovative
perspectives that could inspire our many stakeholders.

The underlying idea is expressed through a simple question: Is there a before- and an after-
coronavirus crisis? With such a question we wonder whether we can anticipate the
consequences of this exceptional situation and whether we can identify transformative
factors, or continuities, particularly regarding the potential changes in consumer behaviour,
the organizational challenges for management and leadership, or the strategic and
financial issues in the markets that this crisis may generate. From a broader perspective, we
can also ask what the implications of this crisis are for public policy, innovation; national,
regional and global economic development but also for many societal issues.

As a higher education institution, it is important to explore the implications of the crisis on
the transformation of higher education, particularly in terms of studying and teaching
management.

The subject areas for contributions were very open and reflect the diversity of expertise
within the faculty. We were pleasantly surprised to receive in just a few days, proposals from
almost 50% of the faculty. We were even more pleased with the transformation of these
proposals into full contributions — our first impact papers.

One month further on, we are able to offer you unique analyses and proposals from the
ESCP faculty. As you will see, there is a great wealth of contributions, both in content and
angles of approach. This diversity reflects as much the diversity of the expertise and
knowledge of the faculty as the diversity of their concerns in the face of this unprecedented
COVID-19 crisis.
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As part of this collective mobilization, we have grouped the contributions under thematic
headings that fall within the framework of our BEST strategy:

B.E.S.T impacts Topic Number of
articles

B - Business impact Changes in Consumer Behavior 8
Challenges for Tomorrow's Management 21

Rethinking Businesses 13

E - European impact = Europe and Economic & Business Policies 12
S - Societal impact Social Responsibility and Tomorrow's Society 15
T - Teaching impact The Future of Learning and Teaching il
Total 80

Each of these contributions is first and foremost that of its author(s), who had complete
freedom in choosing the subject and the manner in which it was dealt with. ESCP Business
School is fundamentally respectful of the academic freedom of its faculty.

With a mobilization that has extended to the School's doctoral students, as well as to
external collaborators, we are delighted to see this academic and human challenge
succeed so quickly, an exceptional mark of solidarity from all those involved in the
realization of this project.

We wish you a good reading.
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ESCP Impact Paper No. 2020-01-EN

What behavioural science can tell us about human behaviour in the
wake of pandemic?

Benjamin Voyer
ESCP Business School

Abstract

In the last few weeks, the world has witnessed irrational and extreme behaviours - from
stockpiling toilet paper to failing to abide by life-saving lockdown measures. Those
behaviours can appear puzzling but are rooted in deeper inner psychological mechanisms.
From a psychological point of view, those behaviours can be explained by three main
dimensions. Social first, as the current context shows how much of an individual's behaviour
is dependent on its social environment, cultural norms, or group behaviours. This is made
apparent in the way different countries have tried to address the pandemic. Cognitive,
second, as irrational behaviours often have roots in cognitive biases, for instance a short-term
bias, which makes use less likely to behave in a way that is supportive of long-term societal
interests. Evolutionary, third, as some of the behaviours and information processing
strategies we have inherited from our hunter-gatherer ancestors make use more susceptible
to spread unhelpful rumours and other potentially unreliable information. This paper offers
theory-driven explanations to some of the commonly observed behaviours of the last 2
months.

Keywords: Behavioural science, Consumer psychology, Decision making.

ESCP Impact Papers are in draft form. This paper is circulated for the purposes of comment and discussion only. Hence, it
does not preclude simultaneous or subsequent publication elsewhere. ESCP Impact Papers are not refereed. The form and
content of papers are the responsibility of individual authors. ESCP Business School do not bear any responsibility for views

expressed in the articles. Copyright for the paper is held by the individual authors.



What behavioural science can tell us about human behaviour in the
wake of pandemic?

Panic behaviour: how did we end up we toilet-paper shortage?

Many of us have seen images or even experienced first-hand empty shelves in supermarket.
Several reasons can explain why individuals would flock supermarkets and overstock. In
previous research conducted with colleague Alain Samson, we showed that most buying
behaviour models rely on the assumption that people buy in a standard context, and that
consumers have planned their purchases (Samson & Voyer, 2014). But in many contexts,
including the current pandemic context, we are facing what we called an emergency
purchasing situation, which has several consequences in terms of buying behaviour. First,
stressful situations like a world pandemic can trigger a shift in individual regulatory focus,
making individuals switch from a promotion focus to a prevention focus. In other words, in a
pandemic, we focus primarily on what could go wrong and try to prevent this from
happening. This forms part of a series of fight or flight reactions, which we inherited from our
hunter-gatherer ancestors. Our behaviours are also guided by perceived social norms around
us. As we see images of others stockpiling in supermarkets, we can become convinced that
this is the norm, and start mimicking stockpiling behaviours. This eventually leads to a self-
fulfilling prophecy. Those events end up triggering social avoidance behaviours, but also, in
terms of consumption stockpiling, change of product categories bought (typically, comfort
food would be on the rise, as would health and safety product categories). In addition to this,
one could add that a rise in anxiety levels and stress is also likely to affect buying behaviours.
However, the effect of stress and anxiety varies from one individual to another, with some
individuals ending up buying more / comforting themselves with consumption, while others
buy less or stock. Whereas normally only a small proportion of the population over-stocks,
the pandemic has caused a larger proportion to stockpile and, as stocks are based on past
shopping behaviours, supermarkets found themselves overwhelmed.

What can be done to address the issue? The best thing is to give people feedback for them
to incorporate in their decision making (Samson & Voyer, 2012). Ocado - an online
supermarketin the UK - has used online banners in order to give feedback that it had enough
stock if people kept on shopping normally. Anytime panic shopping happens, stockpiling
happens at the beginning, and quickly stops as people see shelves being replenished. As we
see food and items available, we stop stockpiling because we see no more need to do so and
we go back to what we bought and start ‘emptying’ our own stock. In some cases,
governments or store can impose restrictions, which can be useful in the short run to lessen
the panic buy. But what eventually stops panic buying is simply people realising that there is
no shortage, thus incorporating this feedback into their behaviour.

How will we buy when things go back to ‘normal’?

The first thing to say is that one should avoid jumping to hasty conclusions. In theory, one
could argue that individuals will have discovered the wonders of ordering things from the
comfort of their living rooms and will not ever want to go back to the before. But the reality
is likely to be far more complicated than that. First, consumers may be put off by negative
experiences: items missing, products arriving late if at all... We know that first experiences
matter — start-ups often rush to refund or offer discounts to their new customers in the fear
that one bad experience could lead to non-recurrent business and negative word of mouth.
So not every new online customer will be a happy one, let alone a returning and regular one.
2



Then, the ‘going back to normal’ stage will also play a role and affect behaviours. For some,
perhaps following government encouragements, it will be about ‘saving small and
independent shops. This means that we may see a temporary rush towards in-store buying
behaviours. But of course, it depends on how the safety and health guidelines play off. The
result is that there could be no real winners. Last but not least, some behaviours could
become associated with a ‘lockdown phobia’. If you have only been a customer of a certain
product or service since the start of the pandemic, you are likely to associate that precise
behaviour with the pandemic — something that will probably elicit negative memories. In
addition, this behaviour may have come with stress, uncertainty, and other things you may
want to avoid in the future.

Towards a cashless society?

One could also wonder whether the covidl19 crisis could lead to a cashless society, as some
have pointed towards a potential role of cash in spreading the disease. The divide in
consumers’ use of cash is already generational — with older people relying more on cash than
younger people. The fact that vulnerable people are asked to keep sheltering while younger
ones join back the working force could mean that shops accelerate the transition as they find
consumers readily accepting this and being able to use dematerialised payment. In addition,
vulnerable people may find it is perhaps better for them to adopt a different form of payment
to be and feel safer. Whether the pandemic affects the use of cash in the long run largely
relies on the perceived cost vs benefits of using cash vs dematerialised forms of payment. It
will also depend on whether there is confirmed scientific evidence of the role of cash
payment in the pandemic spread. If bank notes and coins are found to play a minor or no
role, once more research becomes available, this could mean people revert back to older
habits. Observing what happens in Western countries where cash is still heavily use (e.g.
Austria, Germany, Switzerland) will be interesting. It does not necessarily mean the end of
cash though. Even in countries like Sweden, which have had ambitious plans to go cashless,
those plans have been scaled back as these were found to exclude part of the population,
which relies on cash for various reasons from not having a bank account to strong personal
preferences and opposition to lack of anonymity provided by contactless payments and
cards.

Witnessing changing habits — for good?

People's habits have changed during the lockdown. And to a certain point, one could wonder
if these newly formed habits will carry on once lockdowns are lifted and life comes back to a
‘new normal’. For a habit to be carried on, it needs to ‘pass’ 2 tests. First, it needs to bring
some benefits. Second, the constraints of keeping up with the habit need to be low. What we
have seen with Covid-19 is that people have been forced to adopt new habits. Many people
never get into forming new habits in the first place because the incentives are never strong
enough to do so — see how poorly new year's resolutions usually fare. So what is likely to stay
is anything that has been seen as valuable and does not require much to maintain. Some
may have discovered working from home and may want to stick to it after lockdown. For
others, it's about establishing a routine of video calls with friends. Else, getting everything
delivered. Changes are likely to be much more individual than society-wide — we will all have
discovered things we like and dislike. What goes against our social nature, should, however,
slowly vanish in the long run. So as much as social distancing behaviours will be observed
until necessary to do so, we should not expect 2-feet-spaced queues to be the norm for longer
than mandated. The same goes for virtual everything. Unless those proved beneficial in some
ways and some contexts in the future, they are unlikely to stay around. At the same time,



governments may be using ‘nudges’ to try to foster longer-term changes that they deem
desirable (Voyer, 2015, 2018).

The lockdown has had a disproportionate impact on different groups in society, for example
the elderly and will have weighted more on people that self-categorise as vulnerable. These
may feel higher levels of stress and anxiety and shit even further into prevention focus. The
main unknown at the moment is how likely and how quickly behaviours will go back to
normal. It will largely depend on the length of social distancing and ‘new normal’ measures.
We do know that adherence to constraints wear off over time, so the coming months will be
interesting to watch, to see if masks on the tube really becomes a thing or a month-long fad.

Altogether, behavioural science can provide valuable insights into the behaviours we have
witnessed during the lockdown and may witness in the future. But predicting what exactly
will happen in the coming months is not easy, as the models and theories we work with are
often based on laboratory studies rather than real-life ones. The first thing that was expected
was for people to try and recreate something that looks like ‘normal’ life. And we have seen
virtual ‘everything’ emerging, from dinners, dates, clubbing, or else. But a next step is to
rethink how we do things in the first place, facing those constraints. If you take the example
of teaching — children or adults — this means going from doing the same activities in an online
version, to rethinking how to interact with the audience in different ways. The main difficulty
for most is forming routing that can help going through the days. Having a routine makes us
go into a sort of ‘auto-pilot’ mode that means everything goes by quickly (we say that time
flies because we go from one thing to another all the time, and often at set times in our days).
And last thing, adherence to behaviours and habits decrease over time. New and creative
ways to remind people of important measures such as social distancing will be important as
measure in place are observed.

The social costs and opportunities of social distancing

The lack of social interactions also comes at a cost. For children, playing with others is an
important part of developing and growing up. But a few months of lesser social interactions
are unlikely to affect the psychological development of social skills in the long run. Humans
are very social by nature. The ways we find to replace these do have merits, but people are
discovering how tiring virtual communication can be. With face to face communication, we
can sense and communicate in a much more subtle way. With online interaction, we need
to compensate for the lack of cues that we usually use to signal we are engaged, happy, etc.
This makes it more tiring.

There could be some positive too. If anything, it will make people realise how valuable social
interactions are. Cultural changes may also be witnessed in the Western world, where people
may realise the value of a collectivist mindset, as opposed to a purely individualist mindset.
That is, in collectivist cultures, the default is to take care of others because you expect others
to take care of you. In individualistic cultures, everyone is expected to take care of themselves,
which can lead to difficulties in times like a pandemic where we, as a society, are relying on
everyone changing their behaviours in order for things to get better. Contexts such as a
lockdown can probably lead to temporary shifts in interdependent self-construal, that is the
extent to which people see their self as connected to others. People are likely to develop
these as they are forced to take the perspective of others and understand their difficulties -
see parents realising that teaching children is much more challenging than it may look like.
Eventually though, things will probably revert back to close to what they were. We would
need profound structural changes in how society operates to see shift in values of
individualism in the West.
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Neuro-behavioral economics GET: Understanding and eliciting choice
and behavior... from employees to buyers and users

“Anyone inventing products should be able to articulate a robust theory of human nature.”
(Reid Hoffman, founder of LinkedIn)

Of course, COVID-19 has created a shock to the global financial systems and real economies!
But even before the pandemic hit, these were exhibiting behaviors that were puzzling for
economists, only exacerbated by the epidemic lockups and shutdowns. Why can
unemployment be so low while yet inflation stays so low as well (i.e. what happened to the
Phillip’s Curve...)? Increasing industry concentration yet the same low inflation? Massive
global debt at near-zero rates with Inverted Yield Curves? Seemingly unending “economic
growth"? The “real economy” slowing while financial markets daily reaching new record
heights? Public policy being influenced by classic economic paradigms and imagining that
a government can and should be run like a business (e.g. if a State fails, can you simply declare
bankruptcy, selloff all of the remaining assets, layoff all of the citizens... and replace it with
another)? Why are some nations — and their peoples - responding efficiently to the health
situation and others not? And so on and so forth. Somehow many of the classic economic
parameters and models that have informmed and governed our economies and policies for so
many decades already seemed to be out of joint.

In fact, this COVID-19 pandemic may simply be accelerating a process (or providing the
tipping point?) towards a new way of building our economies and societies. One seems to
hear that call from many corners. Just looking at our economic systems, indeed we have been
seeing a growing trend of concern for the way it works, from the issues of inequalities to what
people are willing to give — or give up - for “the sake of sustainability”. Not to mention what
private information so many are giving up every day as we move from a Surveillance
Economy (Zuboff, 2019) towards a Surveillance Society. And who are these entities now
automatically scooping up and taking for their own what others are giving or unknowingly
abandoning to them? How much are individuals willing to give-up for what other benefit
they can choose from? Current standard economic paradigms are not capable of addressing
issues such as these in a coherent and systematic manner. At best they deal with these things
as anomalies and outliers, things which they no longer are: they have become central to our
societies.

So, as we come to the end of the 2"@ Industrial Revolution Era and enter what some call the
4% Industrial Revolution, many of the basic paradigms that were developed over the last two
centuries - and have structured many of our ways of thinking and doing - need to be
rethought, starting with basic classic economic paradigms. Central to which is the reliance
on the old idea that everyone is only a purely self-interested Rational Utility Maximizer. RUM
as a cognitive concept was perhaps useful in its time (when we didn't know any better,
couldn’'t measure and analyze granular data at low cost, needed to build deterministic
mathematical models that became increasingly complex and obtuse...) but is now vastly out-
of-date.

And by the way, just as much so as the vaunted “Invisible Hand of the Market”. That so-called
Invisible Hand of the Market is no longer very “invisible” anymore. Nowadays, thanks to
suchlike social media and an ubiquitous 5GC internet, we can now measure and analyze in



granular detail and real-time both individual and aggregate behavior (increasingly based on
sophisticated Al algorithms, like we already see with financial markets).

So, is society best served by going back to the pre-COVID-19 economic model? If not, so what
is to be done? Maybe one needs to start over and go back to basics. Just like it was done over
a century ago.

Economics is, in its most fundamental sense, all about how people make choices about
things, and relate and exchange with each other. And for the last century or so it has been
dominated by what can loosely be called “equilibrium thinking”: tit-for-tat matched and
balanced relation and exchange if each party provides as promised. It therefore assumes a
large degree of certainty (e.g. remember the “perfect information” clause, which by the way
implies an infinite cognitive capacity for knowledge...). “Buyer Beware” is essentially treated
as something of an afterthought. But that being said, is equilibrated transacting the only way
humans - and even corporations and other organizational entities - do these things in their
daily lives? Of course not! It's a fiction. But it's easy to forget that all of neoclassical economic
thinking, models and methods today are built upon this presumption’.

And what are “the basics"? It all comes down to: what is your theory of human nature? What
is your model of human cognition and behavior?

So, if economics is fundamentally the science behind choosing, maybe it's about time to
rethink how real people make choices. Based not on age-old philosophies and doctrines, but
on what modern science says.

 Onthe one hand, leaders need to understand the subtle forces why people will - or won't
— follow them. Neuro-Behavioral economics brings to bear psychology, economics, and
organizational behavior to understand how to manage organizational decision-making
and change. Nitin Nohria (former Dean of HBS) quipped: “l think the social-science lemon
has been squeezed dry. There may be some drops of juice left, but the fruit of the
neurosciences has barely begun to be touched. Businesspeople are turning to them now
because we see a much richer opportunity for ourselves in the future.” (Lawrence and Noria,
2002)

e On the other hand, marketing spends billions to understand and influence consumers—
with mixed results. Neuro-Behavioral economics brings to bear psychology, economics,
and marketing to better understand the oft-hidden factors that really influence consumer
choice-behavior, and how context affects the decision-making process. Philip Kotler (2016)
(of 5P fame) recently complained that: “Behavioral Economics Is Really Marketing”. And in
that, Kotler is both right and wrong. Their purposes are not the same. He's right in that
Marketing looks at actual human behavior.. though focused on how to entice and
persuade them to buy your product or service. Wrong in that Behavioral Economics looks
far beyond simply this domain of “Marketing”. Behavioral Economics looks at all of external
human behavior, and then Neuro-Economics look at all internal human cognition that is
relevant of economics. They are in fact two sides of the same coin, each feeding on - while
also informing the other.

So, what's the alternative? And why should we be surprised at what it says? Even Adam Smith
was, in effect, a behavioral economist before its time (Ashraf, Camerer and Loewenstein,
2005). But after a long hiatus, now new ways of “thinking economics” is being revived with a
vengeance and rapidly going mainstream. Some of these ways, such as Behavioral

It's noteworthy that Alfred Marshall, the purported father of neoclassical economics, intended his theoretical
developments to be descriptive and not normative. The latter came later.
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economics, focus on the deviations from the neoclassical models, such as Herbert Simon'’s
“Bounded Rationality” and Richard Thaler's “Nudge: ideas. However, new approaches throw
out the old model altogether. That's where Neuro-Behavioral economic thinking makes the
difference.

So why do you need neuro-behavioral economics? Indeed, thanks to the underlying science
behind Neuro-Behavioral economics, year by year we now know much more about how to
improve an organization’s success and growth by learning how to elicit the desired employee
and customer behavior.

So, what are these recent disruptive scientific discoveries underlying Neuro-Behavioral
Economics? There are many. And the list grows every day. However, just to give a flavor, in a
nutshell science says such things as:

 Reasoning and affects are not “separable” with respect to choice-making (aware of it or
not, what we commonly call “emotions” are the biological mechanisms by which we
qualify and rank options to predispose a choice),

e The mind is a limited resource that can only focus on one thing at a time and is hardwired
to “economize” (such as systematically “categorizing”, relying primarily on “softwired”
heuristical versus “spot” deliberate choice-making...),

e “Change is pain” and we have many innate primitive intuitions (such as innately intuiting
“more” versus “less”, repetition versus non-repetition...) and systematic unidirectionally
asymmetrical biases,

e We “look forward” relentlessly but are often surprisingly poor natural observers,

“remnemberers”, “calculators” and predictors... with respect to ourselves and to others,
e Some things we just don't know: too diffuse, distant, complex, can't even conceptualize...
or hidden,

 We also simply and completely “forget” (sorry Sigmund..)),

As you can easily imagine, this is a far cry from Homo Economicus 1.0 RUM characteristics. So
how can we think of these characteristics in a structured way? People do have some
common characteristics, after all when they make choices. Things we all choose to do in
some way, shape or form. So for example, ask yourself the question(s). Why and when do they
proactively give philanthropically or de facto abandon when with some effort they might get
more (G). Classic economics can't explain that. Neuro-Behavioral Economics can. Same with
why and when do people take from each other (T)? As for why and when do they perform
balance, match and equilibrate (E) their transactions (E)? Neuro-Behavioral Economics
includes that too.

Giving. Equilibrating. Taking. What can determine what these GET choice-modes we choose
between? It all depends of course on what we know... and don’'t know (Also understanding,
of course, that if there’s a choice, it means that there's a cost. That's what — in cognitive terms
- economists mean when they talk about “choice under constraint”). But the crucial
difference is: now we know how and why this is, thanks to the new discoveries coming from
the cognitive neurosciences (Piret, 2019a).



G, E and T: For corporations, what are we learning?

What does this mean for corporations and its leaders? These new economic ways of thinking
and models, based on the latest science, will help leaders to deal more effectively with crucial
business issues. For example, how to:

« Understand the forces that drive choices.

¢« Examine the cognitive biases and motivation problems that get in the way of making wise
decisions.

e Leverage Neuro-Behavioral science for the organization.

» Discover how to more effectively, efficiently, and ethically influence people's behavior to
meet your business objectives and learn how to scale those behavioral and neuro-science
capabilities across your organization.

e Design products and services that create and capture more value to both the customer
and you.

e Learn how environments influence behavior,and how you can combine Neuro-Behavioral
insights and data science to identify opportunities.

e Lead user and outcome-oriented choice-making, and enhance motivation and
performance across your organization.

And ultimately?

e Engineer your organization’s growth.
The next step: get growth again?

So, if the world is going to reemerge from the COVID-19 economic shutdown, where is growth
going to come from? What is going to drive it? If the driver will be corporations, what is it
going to look like?

There's a broad assertion going around town that can be summed up as: “you can't engineer?
growth"”. That's what classic economics-based “strategy and finance thinking” has been
loudly claiming for a few decades now? And that's because the only answer that classic
“rational utility maximizing (RUM) equilibrium economic thinking” has provided for growing
your business is some variation on: “sell more and better”. Produce a product or service. Then
push it out the door to the maximum number of potential customers. Each will either choose
or not choose to buy and consume it as a function of other competing close and likely
alternatives. A price will be set. Any competitor has something of a monopoly on the alternate
“solution” they provide. In effect, for the last few centuries the mantra has been that all you
can do if you want to grow is to wait for “the market” to do its “invisible” deed. And that made
a lot of sense when all that you were talking about was increasingly mass producing things

2 From Piret (2019b), what is meant here by “engineer” is not about designing and building an airplane or an oil
refinery, but what is best captured by the wider definition given by Webster's: “a person who carries through an
enterprise through skillful or artful contrivance”.

3 The usual sweeping argument is that 60 to 70% of M&A cases do not “provide shareholder value”. But what about
the remaining 30 to 40% of cases? Perhaps that just means that M&A is hard to do well? For a recent example in the
strategy literature, see Good Strategy Bad Strategy. Richard Rumelt. Crown Business, Jul 19, 2011. [Disclosure: Richard
Rumelt was the author's PhD Thesis Chair at UCLA]
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that consumers couldn’t change once they had bought it and then literally consume it, and
you couldn't easily track what everyone was doing and choices they were making.

And as a result, on the one hand classic “strategy thinking” implicitly assumes that growth
will follow implementing a good strategy. If there's any problem, tactics take over. Take it up
with marketing and sales. It's their job to “talk at” the targeted customer segment and
convince individuals within it to make a purchase. On the other hand, classic “finance
thinking” assumes a known growth rate in their models. So both end up staring each other
in the face. But neither explicitly deals with growing as a phenomenon per se. It too is
invisible.

In a sense - as Mark Twain quipped about the weather - everybody talks about growth... but
nobody does anything about it. And yet growth remains a powerful and central human
concern, from the individual through corporations to national economies. For if you, your
company or your nation are not flourishing and growing, they are stagnating, vulnerable and
on the slippery slope towards dying. “Growing” in some way, shape or form has become a
macroeconomic, business - and human - essential“.

The problem is that if you rely on classic economic thinking, you can't make much new
headway on the question of growing and growth in general. That's fundamentally because
of the way, as mentioned above, it conceptualizes and models the nature of human nature:
the classic Homo Economicus (1.0) mind that has the same unlimited resources, only makes
deliberate choices, and does that in one fundamentally same way.

So is that all that can be said about growing? Is there anything else that we actually do to
make growth “visible"? Can one think through and act in a coherent, comprehensive and
structured way towards growing and growth in itself? And finally, how will this be useful to
strategy and finance as well as general business and economic thinking and activities? Why
is Neuro-Behavioral Economics and this GET “theory of human nature” useful? Indeed, it
allows one to take a fresh approach on whether or not “growth can be engineered” above
and beyond simply “selling more and better”.

Why is this picture of “Homo Economicus” different?

Don't shoot the messenger: this is what science is telling us. But this also overturns centuries
of economic and business thinking that managers have been formatted to believe and use
for decades. Though it's not like classic economists-business thinkers got it totally wrong,
after all. “Equilibrating” has a strong force of attraction in human relations and exchanges.
We do it all the time when we go to the bakery to buy our usual loaf of bread. The problem is
that it assumes that people only make choices when they know everything they need to
know. But that's very often not the case. And all buyers and users are not the same and now
we can take into account the differences in the way individuals make their choices. This
alternative GET model directly, coherently, parsimoniously and measurably addresses the
entire range of these common circumstances, from monopoly to philanthropy, based on
what science tells us about how real humans make choices.

Why does this matter? Unshackled from the tyranny of RUM-thinking, the doors are open to
now better understand, measure, analyze and - crucially - mathematically model in a new
way a broad range of business and economic issues, such as how and why:

“ For an interesting overview of economic growth and its human cognitive impact, see Friedman (2006).
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- Maximizing buyer-user satisfaction and minimizing buyer-user dissatisfaction is not the
same thing. This has an impact on how we should be thinking about basic concepts like
“utility” and “value”. All of which is to say that benefit and cost structures can - and should -
be dealt with separately, each with its own attributes and profiles,

- People's choice-making mindsets tend to shift-to-the-middle (E), since this can lead to
cognitive comforts like greater simplicity, predictability and stability for themselves with
respect to others,

- Equilibrating is constrained by what each party can provide in exchange to the other. This
can lead to phenomena such as inertia. And since “change is pain”, in order to effect deep
contextual change, leaders need to delicately combine T (e.g. for direction and speed) and G
(e.g. to empower and build trust),

- Due to the uncertainties inherent to asymmetric information, how people can and will
game between GET characteristics, and think through and build in a structured way new
business models,

- And much more...

Though last but not least, on a broader scale: the economic historian Fernand Braudel (1992),
talking about the Gutenberg invention, explained how you needto satisfy three
criteria for a new technology to create a change of civilization:

- A change in human communication (today that means email, IM, VOIP, search engines,
apps, bots... to sensor technologies and 10T),

- Achange in knowledge sharing (today that means social media, forums, blogs... to Big Data
in the Cloud, algorithm mosaics, Al and Persuasive Tech),

- A change in making and exchange of goods and services (today that means Amazon,
Robotics, Ubiquitous Computing, Mass Customization... to 3D/4D printing, CRISPR, Precision
Medicine, Crypto Currencies and Blockchains).

So why be surprised at all the excitement around all of these innovations? We shouldn’t. Just
like the Technological Revolution of two centuries ago, these recent leaps in technologies are
“revolutionizing” once again. Not least of which, we're finally getting access to masses of
granular data on convergent buyer-user benefits structures, but especially on divergent
uniquely individual buyer-user cost structures. Which allow for the development of new ways
to capture and analyze this granular information, in order to build growth by using these -
along with new relational, production and “currency” technologies - in new ways. Thereby —
for better and for worse - providing more choice opportunities. And indeed, over the last
decades we've seen new business models that weren't previously possible emerge, be
imitated and improved to great effect. And we shall see many more. Though while they may
provide great benefits, they will also necessarily be accompanied by costs. But at least now
we'll have a way to deal with both of these.

Conclusion

It's clear that people are going to have to give-up many things post-COVID-19. It's not clear
that “business as usual” will naturally reappear. But whatever the case may be, what is clear
is that there will be a “before COVID"” and an “after COVID", and that in the long term the
traditional neoclassical economic way of thinking, built for an Industrial Revolution that
peaked in the 1960s, is not here to stay.
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Mobile phone data as an opportunity to fight the pandemic

Since winter 2019, an outbreak from the Corona Virus Disease 2019 (COVIDO0-19) has raised
intense attention from all over the world. The World Health Organization (2020) recognized
the outbreak as a pandemic. As of 9 May 2020, more than 3.93 million cases of COVID-19 have
been reported in 187 countries, resulting in over 274,000 deaths (Johns Hopkins University,
2020). The increasing number of cases and widening geographical spread raise grave
concerns about its socioeconomic impact. The outbreak is regarded as "the greatest test that
we have faced together since the formation of the United Nations" (United Nations, 2020).

The challenge of COVID-19 requires efforts from various fields. Whereas pharmaceutical
approaches are critical in the combat, information and operations management
methodologies can also play an important role. Specifically, in the era of digitalization, mobile
phone data offer a novel opportunity to fight the pandemic. This paper shows that some of
the plain mobile phone data, when aggregated and analysed properly, can be of great help
to combat the pandemic. It also discusses data privacy concerns and calls for stakeholders to
take this opportunity proactively.

Which data is needed?

A mobile (smart) phone stores various types of data, such as call details, text messages, media
files, social media posts, online transaction records, etc., and many of them are indeed private
and confidential. These data are critical to the individual phone users but are not of many
effects to combat the pandemic. Instead, some of the unremarkable and unimportant data,
when aggregated, could play an important role.

Highly accurate location data are recorded by many apps with positioning/navigation
functions. With aggregated location data, the positions of phones and the proximity between
phones can be tracked. Another useful stream of data is the activation history of apps. Note,
this metadata only records, e.g., when a user opens Whatsapp but does not have access to
the text sent via Whatsapp. With this history, the so-called user profile can be estimated. For
example, a phone that never runs Instagram or TikTok and only occasionally activates news
apps might belong to an older person, who is likely to require more medical care during a
pandemic.

How can the data support pandemic combat?

Among all opportunities, | find the following four cases especially interesting.

Governments have implemented policies to enforce social distances, mobility restrictions,
quarantine controls, etc. In general, they have been proved successful in combating the
pandemic. However, improvements are always possible. Are some policies too strict? How
can the violations be controlled? Should the policies be tailored for different areas?
Aggregated location data can be used to empirically evaluate the efficiency and effectiveness
of such policies, which can further guide the policy modifications.

A fundamental parameter in almost all infectious disease progress models is the so-called
"basic productive ratio" (Larson, 2007). It is often denoted as R, in literature, and is defined as
the average number of new infections generated by an infected person. For example, R, = 3
means an infected patient transmits the disease to three others on average. This ratio
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represents the essential characteristics of the disease and changes during the pandemic. If
R, < 1, the virus will soon subside, and everyday life will gradually move back to normal.
Obviously, this parameter is dependent on the proximity between people. The location data
can be used to improve the calculation accuracy of this ratio in real-time, and predict the
date it falls below one.

The locations of a specific individual can also be helpful. It is known that a patient has a so-
called "incubation period" after infection, in which he/she is asymptomatic but infectious.
When the patient is diagnosed after showing relevant symptoms, he/she could have already
unintentionally spread the virus to many others. Using the location data, the people who have
had close contact with the patient during the incubation period can be found and proactively
tested.

The so-called "patient zeros" mean the first patients infected and are of great importance to
investigate the origin of the virus for its cure. Because the virus spreads very quickly with
possible mutation, time-consuming laboratory tests are difficult to keep track of the route of
transmissions. If the location data from all populations can be well maintained, it is possible
to efficiently trace back to “patient zeros” digitally.

Data privacy concerns

Unavoidably, the use of mobile phone data raises legitimate concerns about privacy data
protection issues that nobody should ignore.

May | invite you to open your smartphone settings and check your Permission Manager? The
left-hand side of Figure 1 shows the different types of privacy permitted to the apps installed
on my Android phone. For example, 53 apps have requested to access the location data of
my phone, and 12 of them have been granted. Some of the apps even have access to my
contacts and SMS, which | believe are even more confidential than location. The right-hand
side of Figure 1 lists part of the apps that know my location. Every day, many apps are
intentionally collecting all types of private data from users. If you (have to) allow commercial
firms to access your location, calendar, camera, etc., why don't you voluntarily have your
location retrieved to support the pandemic combat, which is arguably the biggest challenge
of our human beings now? In addition, the location data are anonymous, whereas the
commercial firms know (too much of) your privacy in terms of calendar, contacts, call logs,
etc.

It is fair to argue that perfect anonymity does not exist. Rocher et al. (2019), for example, find
it possible to re-identify the phone users to 97% accuracy by only analysing the location data.
| would argue that a 100% confidentiality does not exist, and it is more important to
proactively control and manage the data. A knife can be a weapon to hurt people, or, a tool
to serve people. The difference does not depend on the knife itself, but the person in the use
of it. Data is a much more useful tool compared to a knife, and it deserves much careful
management and control.

In Asia, ambitious smartphone apps with governmental support are already working
effectively, such as the Corona 100m app in South Korea, the TraceTogether app in Singapore,
and government apps in China. In the US, Apple and Google have teamed up to create
technology to trace COVID-19 infections across I0S and Android phones (Apple, 2020). In
Europe, several research universities, research centers, and companies have established the
Pan-European Privacy-Preserving Proximity Tracing (https://www.pepp-pt.org/) to develop
GDPR-compliant tracing. The EU Commission on 23 March 2020 called upon European
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mobile network operators to hand over anonymized and aggregated data to the
Commission to track virus spread and determine priority areas for medical supplies (Financial
Times, 2020). Recently, a group of world researchers has launched a called in Science (Oliver
et al,, 2020) to encourage governments, mobile network operators, technology companies,
and researchers to collaborate and make good use of the mobile phone data to combat the
pandemic. These are optimistic initiatives.

Figure 1: Screenshots of the author's Android phone, listing how the private data are accessible by the apps

installed.
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Conclusion

In this short paper, | present how the plain mobile phone data can be used to combat the
pandemic, and discuss the relevant privacy concerns.

Many argue that COVID-19 is the main driving force in an organization to digitalization
(McKinsey, 2020). This also applies to the use of mobile phone data. Data can be even more
valuable than oil, as long as they are properly managed, controlled, and analysed. They give
us a new opportunity to fight the pandemic, which has never happened before the digital
era. We should proactively take this opportunity era to protect ourselves. COVID-19 may
subside soon, but other pandemic or new challenges will always come again.
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The regulatory functions of experiences of consumption in the context
of the COVID-19 pandemic

Surrounded by the individual and collective threat created by the COVID-19, people may
experience a myriad of emotions, with the preponderance of them being negative by nature.
Individuals come to discover their utter lack of control and emotions related to anxiousness
(i.e., feeling worried, scared, afraid), sadness (i.e., feeling empty, gloomy, depressed) or even
anger (i.e., feeling frustrated, upset, irritated) may be felt. Research in psychology has shown
that such catastrophic events can create substantial emotional distress and negative long-
term effects on an individual subjective well-being. But it is clear that not everybody is
affected in the same way. It obviously depends on one’s personality and life experience but it
also depends on how people regulate their negative feelings and emotions.

To improve their emotional state, individuals naturally tend to engage in coping strategies
and mitigating such negative feelings and emotions through consumption is one of them.
This is the reason why the pandemic has induced new and sometimes irrational
consumption patterns. Among them, for instance, panels from McKinsey, BCG, IRl or Nielsen
report that consumers tend to spend less money but shop more frequently online and that
they tend to buy exclusively primary commodities except for hedonic product categories
such as alcohol, skin care, makeup or entertainment. Those reports also evidence that even
if the COVID-19 pandemic affects differently consumers, a majority of them believe the way
they shop will fundamentally change after the pandemic.

To shed light on those unusual but probably long lasting shopping behaviours induced by
the pandemic, this impact paper reviews the current theoretical and empirical knowledge in
consumer psychology to better understand how and which experiences of consumption can
regulate consumers’ negative emotions and, in turn, foster consumer well-being. In
particular, this impact paper relies on the psychological stream of research about regulatory
focus and the findings from the studies related to consumer well-being run by the members
of the ESCP Research Center in “Happiness, Well-Being & Management”
(http://happymgmt.eu/about-research-center/). This impact paper has practical implications.
It can inform consumers who often fail to choose situations that maximize their happiness
about routes to well-being. It also helps managers to identify a typology of experiences of
consumption strengthening affective and meaningful relationships with their customers.

Self-regulatory orientations: Avoiding pain or approaching pleasure?

Example in the context of the pandemic

Imagine that Maya and Emile are two students in their last year of studies at an international
business school. Although they do not feel at high risk of contracting the Coronavirus, they
may experience episodes of anxiety, sadness or frustration because they are worried for their
loved ones, they are confined alone at home, they socialize only online and are highly
uncertain about their future in the workplace.

They will both try to cope with those negative feelings and emotions but they may have
radically different goals in doing so. Maya may be motivated by experiences allowing her to
escape from reality and she might, for example, immerge herself into alternative realities
through videos-games, series or shows. By contrast, Emile may be motivated by experiences
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allowing him to self-actualize and he might, for example, express his creativity through digital
paintings or develop his physical skills following sports’ tutorials.

Maya and Emile show two different ways in regulating the negative feelings and emotions
induced by s stressful life event as the COVID-19 pandemic. The underlying psychological
mechanism and its consequences in the consumer behavior are discussed below.

Psychological mechanism

In this example, Maya is orientated towards a prevention goal (i.e., to feel better, she will avoid
negative feelings) whereas Emile is seeking a promotion goal (i.e., to feel better, he will search
for positive feelings). The theory of self-regulatory orientations (Higgins, 1998), fundamental
to explain human motivations, suggests that even if most people try to approach pleasant
states, they can do so in different ways.

When prevention focused, as Maya in the previous example, people are responsive to security
needs and try to avoid mismatches with a desired state (e.g., avoid negative feelings to
enhance well-being). When promotion focused, as Emile in the previous example, people are
motivated by growth and development needs and are concerned with approaching matches
with a desire state (approach positive feelings to enhance their well-being). If the desired
state is, for instance, to remain healthy, prevention focused individuals would be likely to
avoid eating fat foods (avoiding a mismatch) whereas promotion focused individuals would
be likely to exercise (approach a match).

Overall, comfort or ensuring non-losses predominate for prevention-focused persons
whereas eagerness or ensuring gains predominate for promotion-focused persons.

Consequences on consumption

This distinction between prevention focus and promotion focus people offers an interesting
conceptual dichotomy in the consumption realm. The research projects and publications
from the ESCP research center on “Happiness, Well-being and Management” evidence that
prevention focused consumers are more likely to use experiences of consumption as a mean
to escape from worries (Cova, Caru, Cayla, 2018) whereas promotion focused consumers are
more likely to use experiences of consumption as a mean to express one’s potential (Belk,
1988).

To regulate their negative emotions, most of the positive episodes of consumption reported
by prevention-focused consumers are related to sensorial experiences (i.e., the temperature
of a drink, the taste of a food, etc.) and to technology-based entertainment (i.e., playing video
games, watching shows, etc.). Those experiences allow people, like Maya, to escape self-
awareness because they focus on on-going physical sensations or because they turn to
imaginative escapes. Notably, those episodes of escape in consumption are mostly ordinary,
frequent and within the realm of everyday life.

As for promotion-focused consumers, like Emile, most of the positive episodes of
consumption are related to health (e.g., following a diet, doing gym) and creativity (e.g.,
drawing paintings, playing guitar). Many consumers, indeed, relate health to the construction
of their ideal selves and creativity to the expression of their actual selves. Compared to
episodes of escape in consumption, those experiences of self-actualization through
consumption are related, in a higher extent, to extraordinary, infrequent and beyond of the
realm of everyday life episodes.
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Self-regulatory outputs: seeking calm or excitement, looking for

pleasure or meaning?

Example in the context of the pandemic

Let's move back to Maya and Emile example. Even if Maya will look for experiences of
consumption providing escapes whereas Emile will look for experiences of consumption
providing self-actualization, they both are willing to experience positive emotions and
enhance their general well-being. They, however, may differ in terms of the nature, the
intensity and the consequences of the emotions felt.

Will Maya derive more happiness from high emotional experiences providing excitement,
elation or enthusiasm rather than low emotional experiences providing calm, relaxation or
serenity? Will Emile be more likely to look for pleasure-based forms of episodes of
consumption or meaning-based forms of episodes of consumption? Those questions are
theoretically and empirically discussed below.

Characteristics of positive experiences of consumption

A recent and growing stream of research investigates the impact of experiences of
consumption on happiness and generally shows that the nature of the experience (either
with material or immaterial goods) has an impact on consumer well-being.

In particular, Mogilner et al. (2012) distinguish between positive experiences of consumption
providing emotions low in arousal (calm, relaxation, serenity) and high in arousal (excitement,
elation, enthusiasm) and find that the latter is more important to young people’'s well-being
while the former plays a larger role in the well-being of older people.

The age, or more precisely the way people are thinking about time (as expansive for younger
people or limited for older people) also influences the search for ordinary or extraordinary
episodes of consumption. Maya and Emile are both young students and should, in turn,
derive more happiness from exciting and extraordinary episodes of consumption whereas
their grandparents should derive more happiness from calming and ordinary episodes of
consumption. Maya, however, will find more happiness through calming experiences of
consumption that allow her to relieve immediately her stress compared to Emile who is
eager to experience invigoration through his episodes of consumption.

Whatever their age, research on consumer happiness also demonstrates that consumers
derive more happiness when activities are focused on others (shared with others,
experienced to connect with others) instead of being focused on oneself (solitary,
experienced to re-connect with oneself). Both Maya and Emile should be encouraged to turn
to their digital devices in order to experience those social benefits during the COVID-19
pandemic. This should be especially true for Emile because he is eager to develop his ideal
and social self compared to Maya.

Distinction between pleasure-based and meaning-based forms of consumption

Marketing scholars who investigate consumer happiness generally take a unilateral

approach focusing on the hedonic path, where people experience happiness as pleasure.

Positive experiences of consumption are commonly viewed as ways to provide immediate

pleasure (i.e., eating a tasty ice cream), enjoyment (i.e., playing video-games) or contentment

(i.e., listening to music). This unitary view is however increasingly criticized because it is now
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widely acknowledged that a eudaimonic path, where happiness arises from the fulfilment of
meaningful goals is a distinct and important dimension of consumer well-being (Schmitt,
Brakus and Zarantonello, 2015).

Consumers, for instance, may approach positive experiences of consumption with the
intention of seeking long lasting meaning (i.e, making homemade organic ice cream),
excellence (i.e., becoming the best video-game player) or growth (i.e., learning to play guitar).
Well-being through consumption need, therefore, to be approached through its pleasurable
and meaningful dimensions. Consumers can turn to the same brand (e.g., Google) for the
same product or service (e.g., Youtube) with the same device (e.g.,, mobile phone) but can
seek either pleasure (i.e., watch a funny video) or meaning (i.e., learn a new skill with a tutorial).
Finally, as for Maya and Emile, our prevention-focused Maya is more likely to increase her
immediate, hedonic, pleasure-based forms of happiness through consumption whereas
Emile is more likely to increase his long lasting, eudaimonic, meaning-based forms of
happiness through consumption.

Conclusion

If everyday consumer experiences can regulate negative feelings and emotions induced by
the COVID-19 pandemic and consequently have an impact on consumer happiness, how can
managers provide these positive experiences of consumption? This question should be
addressed when developing a brand'’s content strategy. Traditionally, marketing managers
distinguish content to educate (e.g., articles, guides, infographics), to persuade (e.g,
checklists, ratings, financial calculations), to entertain (e.g., games, competition, mobile apps)
or to inspire (e.g., endorsements, testimonials, forum comments) so as to attract prospects,
convert them into clients and retain them as loyal customers. Why not adding a category we
refer to as “content to enhance consumer well-being” and activate accordingly marketing
campaigns that could either focus on “avoiding negative feelings and emotions” or
“approaching positive feelings and emotions”. With regard to prevention-focused content,
brands can propose experiences of consumption to escape from the anxiety, sadness or
anger felt and underline the calming benefits provided as well as the contribution to short
term and pleasure-based forms of happiness. By contrast, brands can decide to apply a
promotion-focused content strategy and enhance the invigoration benefits provided by the
experience of consumption as well as the contribution to long lasting and meaning-based
forms of happiness.

Importantly for consumers, this impact paper is not an invitation to engage in simple
materialism or mindless overspending which is neither a useful nor ethical path to well-
being. Consumers, alternatively, need to be aware of their usage of consumption in
regulating their negative feelings and emotions especially in the context of this stressful
pandemic. Experiences of consumption can offer the opportunity to relieve stress but may
be driven by the need to escape from reality and self-awareness. Consumption of immersive
sensorial experiences like eating food, drinking beverages, watching TV or listening to music
may provide calming experiences but will lead more probably to short-term pleasure but not
long lasting benefits. Still, some episodes of consumption more related to physical or creative
activities can also provide invigoration for individuals with a promotion-focus. Those are also
more likely to experience long lasting well-being seeking meaningful rather than pleasurable
goals.
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The rise (and fall?) of influencer marketing

Brand communication through opinion leaders and influencers has become paramount in
marketing strategy in recent years. A market report in 2019 showed that 86% of the surveyed
marketers had dedicated a portion of their budget for influencer marketing. Based on the
prediction pre-Covid19, the overall industry is set to grow to approximately $7.9 billion in
2020°. These influencers are often deployed due to the belief that their "ordinary customers"
status make them perceived as more authentic and their brand-content more persuasive. As
the influencer marketing practices are maturing over the years, there has been a shift from
seeing them as influential individual consumers to personal brands. This transition highlights
the need to consider commercial relevance in their roles in engaging with consumers. This
places influencers in a unique position in the marketplace, the crossroad between being a
(content) consumer and a (content) producer.

The main task of influencers in the commercial market is to provide content, whether
branded or non-branded. However, during the pandemic, we can observe influencers
struggling to keep communicating and engaging their audiences in the context of the crisis.
Several factors may have contributed to their struggles. First, user behaviours have changed
during the crisis. While more time is spent on social media, the usage of social media has
pivoted mainly to look for information or connect with relatives and friends in platforms such
as Zoom, WhatsApp, or Messenger. As a result, the share of eyeballs may have been reduced.

Also, most influencers are not considered to be reliable sources of information, especially
during the ongoing pandemic. According to the Edelman group Brand Trust Report (2020),
consumers' trust in influencers has decreased to 32% for a small influencer, 28% for a well-
known influencer, and even less, 26% for celebrities, compared to 45% for a Brand's CEO.
Understandably, the level of trust can fluctuate within the same influencer categories
depending on the content types and the influencers' careers outside of the social media
space. It is perhaps not surprising to see that many practicing doctors and fitness gurus have
witnessed a significant increase in their following in the past two months. On the other hand,
those who create aspirational, travel, and lifestyle content may find it challenging to make
their content relevant to their audiences. There is no denying, however, consumers seem to
look at brands to address the crisis mostly, instead of the influencers who may or may not be
working with brands at the time.

The distinctive consumer responses and expectations toward brands and influencers
emphasise the ambiguous status of influencers between being a famous internet user and
a personal brand. The blurred boundaries have been heightened by the increasing
participation of celebrities also in the social media space. Many have opened new accounts
in the past two months, documenting their life during lockdowns. While for some of their
intent to connect and be relevant is backfiring for the noticeable difference in their
confinement conditions®, the competition of providing entertainment has uncourtly become
increasingly fierce—all of which further pressures, especially macro-influencers to maintain
their market space.

Lastly, brands in these times of crisis are constraining their marketing budgets, especially in
those industries where the pandemic has impacted more severely. One of the most affected

5 https://influencermarketinghub.com/influencer-marketing-benchmark-report-2020/
& https://www.nytimes.com/2020/03/30/arts/virus-celebrities.ntml
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marketing activities has been influencer marketing. Based on a recent survey, the two main
challenges that influencers are facing in the late weeks are related to the decrease of
collaborations with brands (27.3%) and the risk to look insensitive to their audiences (26.5%).
The fundamental challenges seem to lie in their (in)capabilities of reiterating and expressing
their relevance and authenticity during this unprecedented time. We examine the
understanding of these two factors to date to provide a framework on how influencers and
brands who wish to work with one can communicate more effectively in this kind of crisis
context, what type of content or content strategy may resonate better and how to keep it
relevant and authentic for audiences.

Staying Authentic and Relevant

Authenticity can be defined as something real, original, sincere and not fake (Gilmore & Pine,
2007), which seem to be qualities any individual could easily present in real life — in the sense
that people just need to be themselves without any other considerations. To understand why
it is challenging in the context of influencer marketing, we need first to recognise how
influencers emerge and evolve. Influencers are usually consumers who go through a
transformation process from being a person to a personal brand (Erz and Christensen, 2018).
This process often coincides with and constitutes of the accumulation of their following. As
they shift their personal identity to a brand persona, they evolve from being nano-influencers
with O to 10k followers to celebrity influencers with more than 1 million followers (Campbell
and Farrell, 2020). As they accumulate cultural capital and establish the power of influence,
they often risk losing their authenticity. While a celebrity can still be authentic, those who are
"true to oneself in their behaviours and interactions with consumers" (llicic et al., 2016, p.410),
it is becoming harder to maintain and communicate as the fame increases.

This is because the construct of authenticity is not a fixed term. What is authentic now, for
this community, may not be so tomorrow, or for a different group of audiences. Authenticity
in social media has a few implicit values that need to be fulfilled. The "being true to oneself"
implies that one's content strategy is consistent; any form of sudden change would not be
welcomed. Much like one's identity has to be negotiated through their journey to become a
personal brand (Erz and Christensen, 2018), their authenticity has to go through the same
process. This may explain why some influencers' content during the pandemic has backfired.
People are looking for a particular type of content or form of expression, and a sudden pivot
may make them seem commercially strategic in their move, rather than being genuine.

The flip side of being consistent is to be unique, which is also a critical quality to be authentic
online. Consistency has to be evaluated in relation to the community and other creators in
similar domains. For example, based on the level of transparency and passion, prior research
suggests there are four paths of authenticity used by social media influencers in the past to
proactively manage their self-presentation (Audrezet et al., 2018). With our research, however,
we affirm that being transparent with one's commercial intents is less critical than expressing
passion for the subjects in establishing authenticity. By law and by public demand,
influencers are regularly revealing their collaborations with brands. Internet users are
acquainted with such marketing practices. This results in the lack of added value in being
transparent while building one's authenticity. When everyone is posting in a similar style, it
would naturally become less original or unique.

On top of this, generally speaking, there can be two types of personal brands. One is where
the brand originated or built upon one's work, such as influencers who are known for their

7 https://www.emarketer.com/content/covid-19-hinders-influencer-marketing-collaborations-causes-some-
creators-to-shift-focus
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content creation, and themselves eventually became a brand. We can consider this as a
professional-self brand. The other is where the entirety of a brand is built upon the person.
Their life and themselves are the content and the brand. We can consider this as a personal-
self brand. In terms of building authenticity, it will always be easier for the former than for the
later. The professional-self brands have, in fact, separated themselves from the personal
brands. Once they add "personal" flair to their content, show a bit of vulnerability, and be
themselves, they would be perceived as authentic. On the other hand, for a personal-self
brand whose entire contents are already rather personal, there would be little room to be
more authentic in a sense. Viewers tend to be building a stronger bond with the personal-
self brands, but they are also likely to be more sensitive to the changes in the content
strategy.

Collaborating with Brands

This belief in having a say in the content strategy of the influencers is a by-product of the
transformation process of the influencers' emergence. Fans and followers of the emerged
influencers are likely to have a sense of collective ownership in whom they contributed to
making as a personal brand. This entitled attitude is distinct from the context of celebrities-
turned-influencers whose creations can be separated and respected as their own and true
expression. These celebrities use social media to add personal elements to the relationships
with their followers (Johns and English, 2016) not to be dictated of what they should create.
Moving forward, social media influencers, especially the ones relying on their personal-self
brands, may find it harder to ignore the followers' opinions to fight against shrinking
attention.

It is also going to be challenging to grow the follower base without occupying a particular
subject-domain. In building its credibility and expertise, influencers depend on how well the
content they create can resonate with their audiences. To stay relevant, one needs to provide
value, be it hedonic or utilitarian. Influencers should not just consider the topic-relevance to
the target audience, but also the context they are in. Consequently, content shareability is a
critical factor for brands to consider using them as brand ambassadors, endorsers, or just to
communicate the brand values.

Regarding content and shareability in social media, many have looked at the different
components of content to drive sharing behaviour and virality. Most evidence indicates that
emotional content is more frequently shared and impacts purchase and brand evaluation (as
long as it is contextual to the brand) as compared to informational content (Akpinar and
Berger, 2017). Distinct from the traditional belief that digital messages should include action
words, Villaroel et al. (2019) found that generally, directive (action) messages induce less
sharing than the assertive (informational) or the expressive (emotional) ones. While this can
be served as general guidance, being emotional and expressive may not be authentic for
everyone, in every genre, and all communities. It has to be evaluated on a relative scale to the
influencers' own past content and benchmarked with others in a similar topic field. This is
not to suggest that one should proactively imitate what is popular and in demand, but to find
the baseline of communication and create unique content with such a reference.

More importantly, we content that, in the context of personal branding as the case of
influencers, another category of messages needs to be included, which we called
"inspirational." Inspirational content aims to reflect self-image based on the influencer self-
representation in social media. This is especially important for personal-self brands, aiming
at creating value through the "personal' elements. The individual characteristics of
influencers are, after all, essential to determine their potential as opinion leaders. In this
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regard, their personal qualities and their likeability would eventually drive their followers'
behaviours. The personal narratives, their arch of becoming who they are (as a personal
brand), can turn into inspirational content without deviating from their personal-self in the
brands.

A Guide for Personal Brand Communication

Sustaining personal brands overtime requires a strategic vision and careful planning.
Notably, one needs to adjust to context while keeping the authenticity and being relevant to
the audience and context. Here is what influencers can do in managing their personal brand
communication in impactful ways in the days to come.

Carefully assess the current state in becoming a personal brand. As influencer marketing
becoming a mature industry, it seems inevitable for influencers to eventually become a
personal brand. While nano-influencers can enjoy the newcomers' authenticity, they need to
strategically think of what they eventually wish to become, whether a professional-self brand
or a personal-self brand. Authenticity would have different meanings, and it will not be a
static aspect in conveying the personal brand to the (growing) audiences as it gets more
established.

Benchmark the content strategy against the community without compromising
uniqueness. During the process of emerging as a personal brand, influencers would have to
negotiate their identities not only with their followers but also with others in the same
subject-domain space. Since the perception of authenticity and relevance is always on a
relative scale, continuous monitoring would help them adjust the content creation
accordingly. The objective of the benchmarking is not to create the same content, but to
produce unigue value on the reference of what is the norm.

Adjust the content per personal brand types: being a professional-self brand or a
personal-self brand. The two approaches call for a distinct communication strategy. Prior
study on branding communication professes that the narratives should work with the brand
image (Chang et al,, 2019). Personal brands would benefit from the same approach. While
personal-self brands would enjoy more first-person narratives, professional-self brands could
benefit from limiting their personal stories and emphasise their competence through their
professional content. It is paramount to note, however, the extent of emotional,
informational, and inspirational components should be communicated proportionally
relevant to the community norm.

Keep the relevance of the context in mind. It would seem that professional-self brands
would be less prone to the fluctuation of the context. Someone who provides value with what
they do would be expected to keep providing the same thing to a certain extent despite the
changing environment. They are thus advised to only use personal elements as an occasional
strategic move to enhance the relationships with their followers. Conversely, personal-self
brands are more likely to be expected to reflect on the changing of the living environment,
as they are regularly communicating about their lives with the audience. The lives we live
now has been drastically changed, to which the relevance of their content would require a
constant adjustment.

To be an authentic and relevant personal brand—be you, but not the absolute you nor the
whole you, only the relative you to the community you are in.
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Marketing in post COVID-19 era: A guide for marketing managers

The recent coronavirus (COVID-19) has forced immediate, far-reaching lifestyle shifts for
consumers around the world, and these changes are likely to stay beyond the period of
pandemic itself. The global retail industry is experiencing an unprecedented crisis in the
wake of the COVID-19 lockdown and its economic recession (ER). France's economy, together
with several other countries, is expected to experience an ER as it may shrink by 8 percent in
2020 due to COVID-19 (Statistica 2020). U.S. retail sales also dropped by a historic 8.7% in
March, and are expected to drop by (at least) 20% moving forward, according to the National
Retail Federation.

Faced with uncertainty about the future, many firms are responding to recession by adapting
their marketing strategy to changing consumer behavior (The Nielsen 2020). Google, among
many other firms, has recently announced a cut in marketing budgets by as much as half,
while before the pandemic, they expected to increase marketing spending from the previous
year (CNBC 2020), as they did after the ER of 2008.

Marketing researchers over the last few years have studied the impact of ERs on consumer
behavior and firms’' responses to ERs. Drawing on the existing empirical knowledge, the
current review intends to offer a guide to marketing managers on how to respond to the
predicted ER in the post-COVID-19 period. This paper addresses the issues regarding the
management of marketing-mix spending during an ER in particular. It is worth mentioning
that the main focus of this paper is on the consumer (offline) retailing sector, although some
of these insights can also be generalized to other sectors.

COVID-19 and the shift in consumer behavior

Although we still have to wait to discover the actual impact of the COVID-19 pandemic on
the economy in the long-term, most predictions indicate that there will certainly be a
recession in the post-COVID19 period (HBR 2020). Marketing literature shows that consumers
become more price-sensitive and more risk-averse during an ER and economize on their
expenditure, especially on durable goods (Deleersnyder et al. 2009)

On the other hand, the impact of ER on non-durable industries, such as consumer packaged
goods (CPQG), could even be positive, given that it is more difficult to cut back on non-durable
consumer goods (Van Heerde et al. 2013; Lamey et al. 2007). Therefore, in the CPG sector,
consumers are likely to switch to cheaper alternatives (Lamey et al. 2007), to cheaper stores
like discounters, or to look for special-deal products (Lamey et al. 2012).

Marketing spending during an economic recession

In the next sections, | discuss the implications of the shifts in consumer behavior during an
ER on each of the marketing mix elements.

General marketing spending

During an ER, one of the most common reactions of marketing managers is to cut marketing
costs to the minimum, mainly to protect short-term profits (Deleersnyder et al. 2009).
However, there is a body of evidence indicating that cutting on marketing is not necessarily
the best decision, especially if the focus is on the long-term.
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One of the first studies in this area was done by Srinivasan et al. (2005), who empirically
demonstrated that pro-active marketing strategies in a recession result in superior business
performance during the recession. More recent academic studies have also supported a
proactive marketing approach, by maintaining or even increasing marketing spending
during an ER (Dekimpe and Deleersnyder 2018; Deleersnyder et al. 2009; Lamey et al. 2012;
Steenkamp and Fang 2011). The main reason favoring a proactive marketing strategy during
a recession is that as other firms in the industry reduce their marketing activities during a
recession, a proactive firm could achieve a superior competitive edge and market share by
keeping its marketing budget at the same level as before the ER.

Advertising

The majority of studies have repeatedly shown that maintaining, or even increasing
advertising spending during ERs often results in better market share and overall
performance (Dekimpe and Deleersnyder 2018; Lamey et al. 2012; Steenkamp and Fang 2011),
despite the dominant practice of firms cutting back on advertising during the ER. During an
ER, fewer competitors engage in advertising, resulting in reduced clutter. Consequently, a
firm that increases its level of advertising activity relative to competitors (i.e., increases its
share of voice) in tough times can expect a larger effect on firm performance.

In particular, advertising elasticity will be larger in strongly cyclical industries (e.g., durable
goods). In strongly cyclical industries, sales fall sharply in an ER, meaning that many
customers will be lost. If better economic times arrive again, these lost customers will return
to the market. Advertising helps these new entrants update their product knowledge
(Steenkamp and Fang 2011).

On the other hand, long-term advertising elasticities are lower in a recession for the CPG
category, suggesting that advertising should be reduced during ER for CPG firms. This is
because less cyclical industries, such as CPG, exhibit a greater amount of temporal inertia
and their sales are less affected during ER, which offers less change for strong advertising
effects (Van Heerde et al. 2013).

Price

Several studies have shown that price sensitivity is predominantly counter-cyclical; it rises
when the economy weakens, especially for necessary goods (e.g., CPG) (Dekimpe and
Deleersnyder 2018). During an ER, consumers reduce their spending by switching to less
expensive brands within the category, such as private labels (Lamey et al. 2012). This gradual
switch to private labels contributes to the erosion of the market share of national brands.
Therefore, it is recommmended that national brands consider increasing temporary price
reductions (TPR) during an ER, as this helps to attenuate the popularity of private labels
induced by the downturn.

Van Heerde et al. (2013) also found that consumers react more strongly to price reductions
during an ER and they suggest that brand managers should reallocate marketing budgets
from advertising to price discounts during ER, especially for the CPG sector.

On the other hand, there is some evidence that only relative prices matter. This means that
brands should maintain an appropriate differential level between their price and that of the
competitors. Therefore, in a bad economic situation, if competitors raise their prices,
marketing managers could also do likewise (Deleersnyder et al. 2009).
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Research and development (R&D)

The research finding on the impact of R&D investments during ER is consistent with the
finding on advertising spending, as it is shown that R&D investment has a counter-cyclical
pattern. This means that increasing R&D spending during an ER has a significant positive
impact on a firm'’s performance, again due to reduced competitive clutter (Steenkamp and
Fang 2011).

Van Heerde et al. (2013) also found that R&D investments during ERs lead to higher long-term
gains in market share and profit and that R&D investment is even more effective than
advertising during ER. The differential effectiveness of both instruments is especially
pronounced in highly cyclical industries such as durable goods. Therefore, if the firm faces
tight budget constraints and has to choose between either maintaining R&D or advertising
during an ER, results show that maintaining R&D is associated with better company
performance.

New product launch

Talay, Pauwels, and Seggie (2012) studied the launch of new products over 60 years in the
automobile industry and they found that the new products launched in a moderate
recession had higher long-term survival chances. In particular, they found that new products
launched immediately after a recession fared better than those launched later.

Lamey et al. (2012) also found that innovative new product launches are critical to fighting
against the growth of cheap private labels during an ER, as they are more difficult to imitate.
That being said, the severity of the recession presents a boundary condition to the benefits
of a new product launch, as the product survival chances are lower when it is launched in a
severe recession (Talay, Pauwels, and Seggie 2012).

Summary

Marketing managers should be aware that consumers are acting and changing their
behavior in real-time in the COVID-19 pandemic era. Therefore, there is a genuine danger of
adopting a “no-action” attitude and waiting until things return to normal to act. Years of
(empirical) research in marketing have shown that recessionary periods provide an
opportunity for marketers to grow their brand’s market share, especially if they are prepared
to think long term. Relying on the marketing literature, here, | summarize several actionable
insights for marketing managers to effectively re-organize their marketing activities during
an ER:

« General marketing spending: A proactive marketing approach is a powerful strategy
to mitigate the negative effect of an ER on the position of brands in the market and
in particular, to prevent consumers from (permanently) switching to cheaper options
available in the market (such as private labels).

« Advertising: There is an opportunity in maintaining advertising spending during an
ER in order to keep or increase the brand’s share of voice. It is even cheaper to access
higher quality marketing communication during an ER.

e Price: Temporary price reductions (TPR) are a very effective tool to retain market share
during the ER, especially if there is strong competition in a specific category/brand
with many private labels.
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¢ New product launch: Firms should continue with their new product launch projects
during an ER, in particular in the window immediately after the recession, when
advantages of the launch can be more significant.
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Self-care during the pandemic and beyond: Implications for
consumption and well-being

In today’s fast-paced society, people tend to lose touch with their bodies, and cases of mental
and physically-related disorders arise (Brown, 2014). Yet the coronavirus lockdown is boosting
the appearance of these mental ilinesses at a global level, with people exhibiting varying
degrees of grief, panic, hopelessness, paralyzing fear, or difficulties in sleeping. Excessive
anxiety, mainly caused by over-indulging in tuning or reading bad news about Covid-19
which tends to affect people’s emotional or physical well-being, with symptoms varying from
hearts beating faster, blood pressure rising and breathing rate increases, to gaining weight
and the nagging worry about the future (Brody, 2020). While social change caused by the
crisis is impacting mental on health and well-being, people are developing home-based
coping strategies to better deal with these times.

The phenomenon, already underway, in self-care and in people reconnecting with
themselves through the practices of yoga (Askegaard and Eckhardt 2012), or other related
spiritual practices (Hemetsberger, Kreuzer, and Klien, 2019), seems to gain force as people
want to fight anxiety and other mental disorders coming from the confinement and social
change. To better deal with these issues, people are taking up yoga (Ford, 2020), dancing to
music (Connolly, Quin, and Redding, 2011), walking up and down the stairs, doing exercises
and carrying out breathing techniques or even taking a 20-minute walk outside. Moreover,
depending on home circumstances and the number of people living together, they will have
to cope with constraints and variabilities. For instance, parents may face extra challenges
once they need to work from home and incentivise their children to continue being
physically active as well as continuing other activities.

Consumer research around well-being has shown that people tend to escape from the
struggles of their everyday life by engaging in extraordinary experiences such as ‘consuming’
adventurous experiences (Belk and Costa, 1998), spiritual and religious movements
(Husemann and Eckhardt 2019), music (Ulusoy 2016), or nature (Canniford and Shankar, 2013).
Some marketed escapes can offer healing and therapeutic services for those people in need
(Higgins and Hamilton 2019). However, it seems that when it comes to confinement, there is
no escaping from it. In such stressful circumstances, your body goes into fight-or-flight mode,
spurring you on to do something. For those who were able to escape to the countryside, in
which they can benefit from their families’ house in nature, they may well have faced less
stress and worrisome routines. But those that are living in big cities, which is 55% of the entire
world’'s population (Ritchie and Roser, 2018), in small apartments/houses, they will have to
find ways of fighting or at least escaping to imaginary places through the on-line practices of
yoga, home exercising, music and so on.

Contradictorily, our desire for well-being (Sirgy and Lee, 2006) associated with fear
(Beitelspacher et al., 2012) and anxiety can lead us to adopt unhealthy behaviours and poor
decision-making too (Chater, 2020). Home confinement may tempt people to just curl up on
the couch and binge-watch Netflix. The consumption of alcohol and nicotine, for instance,
are very linked to anxiety (Stewart, Peterson, and Pihl, 1995), consequently drawing our
attention to look at ourselves during the pandemic. Likewise, anxiety has been considered as
an emotion that can increase caffeine and food consumption (Lee, Cameron, and Greden,
1985). Therefore, the longer we remain in confinement, the higher the chances of having
other health-related diseases associated with the consumption of food and drugs.
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Coronavirus impact on consumer behaviour and culture in the

marketplace

Since lockdown forced the shutting down of nonessential businesses, a movement was born
to incentivise purchasing from small local businesses instead of large multinational
companies. Although people are trying to engage in this movement, it has been difficult to
adapt to the changes of the crisis while still supporting all neighbourhood businesses at the
governmental and consumer levels (Watson, 2020). Consequently, within this crisis, e-
commerce is a sector that has been facing relevant changes throughout the weeks of
confinement.

E-commerce facilitated the growth of sales of within unusual product categories. Across
Walmart and Amazon, weights such as dumbbells and kettlebells are out of stock, while
backorder dates have been postponed far into the future (Wolff-Mann, 2020). In the U.S. there
has been a growth in purchasing items based on three needs: to protect, to entertain and to
connect. Sales of yoga mats and board games like Sorry, Connect 4 and Clue have increased
drastically in the last weeks, as well as the consumption of preventive supplies (e.g. personal
care and health products), food and beverages (Whitten, 2020). Bicycles and exercise gear,
home and garden items, reading matter, electrical goods and coffee are also on the list of
products in high demand during confinement (Gompertz and Plummer, 2020). In parallel,
there has been growth in the consumption of smartphone apps, such as social networks and
food delivery, and an explosion of apps of video chat, media and entertainment, online
shopping, and health care (Jones, 2020).

As the coronavirus pandemic rages on, many retailers are being overwhelmed by demand,
but others are seeing trade collapse (Gompertz and Plummer, 2020). The searches for
luggage, briefcases, cameras, bridal wear and party events, among others, have been facing
a drastic decrease since the beginning of the pandemic (Jones, 2020), as a result of the huge
number of events and flights being cancelled throughout the year of 2020. Smartphone apps
in the travel/hospitality and mobility industries have experienced a slowdown in
consumption (Jones, 2020).

Going beyond: what is going on outside Europe?

Fragile economies can experience harder realities during the crisis when compared
specifically to European countries. In Brazil, for instance, 35 million citizens - almost 15% of the
whole country's population - have no access to basic sanitation (Brasil, 2019). The situation
gets worse in the favelas, where the lack of constant availability of clean water, making it
harder to follow the simplest World Health Organization’s suggestion - to wash hands with
soap and water regularly - while hand sanitizers are an unattainable luxury (Gortazar, 2020).
In the favelas, large families need to share small and poorly ventilated houses, and parents
do not have the chance of working from home since their jobs normally involve selling
products or services in downtown, or serving richer families in privileged areas (Gortazar,
2020). This exemplifies the abysmal differences between social classes and access to the
consumption of basic needs (products and services) and explains why the application of
social isolation and distance practices in some regions in the world is almost impossible.

According to the Bill and Melinda Gates Foundation, about 4.5 billion people - more than half
the world's population - either practise open defecation or use unsafe sanitation facilities and
services, which places sanitation as a contemporary issue to tackle, especially in Sub-Saharan
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Africa and South Asia (Water, n.d.). The risks gets higher for nearly half of the global workforce
that may lose their jobs and who are already facing a drop in their incomes due to the
coronavirus (Chaves, 2020). The situation has drawn attention frorm governments and
companies, which are addressing resources to directly help communities impacted by the
coronavirus, or supporting third-sector initiatives. Overall, a global chain of a solidarity
economy seems to be happening and shared responsibility and action are needed for the
world to recover (Guterres, 2020).

The discussion about self-care and well-being practices introduced at the beginning of this
impact paper, gains a supporting role when we observe the reality of a considerable
percentage of the global population whose basic needs are not being met. For those people,
consumption and access is clearly out of reach, making trying to survive the coronavirus
pandemic harder and unfair.

Conclusion

So, what will change after the coronavirus? We stressed how this crisis has alerted many
consumers to use their newfound time to focus on their body-mind health. From practices
such as taking up some kind of exercise while in social isolation (Jones, 2020) to cooking at
home for the first time, people are arguing among themselves whether the crisis will leave a
heritage of these good practices after everything is back to normal.

As predictions point to a slow return to normal life, it is expected that people will have learnt
through the crisis how to behave in a new world reality. Other pandemics refined the way we
take care with hygiene and shaped the way we structure and furnish medical facilities, and
even within our homes and cities. Likewise, the coronavirus pandemic will have provided
lessons to health care systems, economies, and lifestyles. Governments, companies and
third-sector forces should get together to provide appropriate information and resources,
from food to digital content, for people to better deal with emotions and ‘consumption’
within their new reality at home (and for those without a home). Otherwise, staying at home
and facing a new reality of living may have negative influences on food nutrition, anxiety, and
other health issues.
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Transitioning to a post-COVID19 world:
Lessons for leaders from crises and discontinuous change

The global COVID19 pandemic is currently changing life as we know it. It is a change that—
outside the circles of epidemiologists—few people anticipated and even fewer prepared for.
Consequently, organizational leaders of all kinds are scrambling to adapt their organizations
to the crisis—and the “new normal” we must expect once the worst is over.

Given how unprecedented the current situation is in recent history, we have limited insight
into how businesses should best respond to a pandemic that is truly global and that disrupts
business as usual at the present scale. But we certainly know a lot about how to respond to
organizational crises and discontinuous change in general.

And COVIDI19 clearly represents both. It is undoubtedly a crisis not only on a human level, but
it also challenges organizations to their core, be it by disrupting operational processes or by
causing sudden cash-flow problems. At the same time, it is obviously a discontinuous
change. It is not only “one step further” in an established direction, but it (at least for now)
stops and even reverses most patterns of economic and social development, including
megatrends like urbanization and globalization.

In this essay, | detail insights from three recent research projects related to firms' crisis
management and their adaptation to discontinuous change. All three projects yielded crucial
lessons for leaders seeking to prepare their organizations for a “new normal” after COVID19.

Let go of the status quo to avoid returning to a lost world

Itis a cliché that change is a constant and that organizational leaders should always be ready
to push for a departure from the status quo. But this is not obviously true in all cases of crises.
In a recent study, several colleagues and | analyzed how pharmaceutical firms respond to
organizational crises in the form of product-safety problems and associated product recalls
and threats of substantial interventions by regulatory agencies (Struck, Milinski, Schaedler,
Graf-Vlachy and Kénig, 2019). Such crises are caused by problems within a firm'’s operations
and are high-profile events with potentially severe consequences for the firm: Not only is
resolving them often very costly, but such crises might even endanger patients’ lives and the
firm’s overall viability.

In our study, we specifically analyzed top executives’ commitment to the status quo and how
it related to their handling of such crises. What we found was astounding: Managers who
were particularly commmitted to the pre-crisis status quo were much faster in resolving the
organizational crisis. Apparently, they had a stronger commitment to return to what they
perceived as a desirable “normal” state, and they were therefore more effective in mobilizing
organizational resources to resolve the crisis.

However, we also found something disconcerting. The firms of managers who had a greater
commitment to the status quo were more likely to experience a similar crisis again at a later
time. This suggests that while managers’ desire to return to the status quo expedited crisis
relief efforts, it also made these efforts very rigid, superficial, and not very systemic. Managers
were in fact quick to return to the status quo—unfortunately, they were not innovative in the
process and did not make lasting changes to the parts of their organizations that caused the
crises in the first place. They went back to a status quo that was not a good state of affairs.
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Today, it is important for leaders to recognize that a strong affection for the pre-COVIDI19
status quo may help them and their organizations recover quickly from the crisis and return
to a prior status quo. But such a recovery will only be a success if this prior status quo is still
viable, i.e,, if the post-COVID19 world is like the world we knew before. And there are many
indications that this will not be the case. This includes seemingly mundane examples like
Berlin's Kreuzberg district broadening bike lanes to allow cyclists to keep their distance—and
already announcing that this change will be permanent. But it also includes potentially more
seismic shifts like an increase of online teaching in schools and universities, an increased
acceptance of remote work, reduced long-distance travel, or changes in people’s savings
habits. While it is not clear yet in all cases, it seems likely that at least some of these changes
will be long-lasting.

Thus, if you find yourself with a certain affection for the status quo before the virus hit, your
role as an organizational leader requires you to check if this status quo will still be there once
the crisis is over. Because if it is not, you may end up moving swiftly after the crisis—but to
the wrong place.

Create perceptions of gain and control to find a good place in the new

world

It has long been known that how organizations adapt to discontinuous change depends at
least partially on how their members perceive this change. For instance, it has been
frequently argued that unless a situation is viewed as a potential threat or loss, managers and
others throughout an organization are very unlikely to allocate substantial resources (both
financial and attentional) to a discontinuous change. A seminal study of how newspaper
publishers responded to online news demonstrated almost fifteen years ago how
organizational resource allocation remained rigid in the face of discontinuous change unless
this change was seen as a threat (Gilbert, 2005). For better or worse, in times of COVID19, you
probably do not have to worry about instilling a threat perception in your organization.

Making things more complicated, however, is the fact that even when threat perception
makes investments in adaptations to discontinuous change possible, it tends to make
organizations rigid in another way. Specifically, when organizational members perceive a
change as a threat or a potential loss, they tend to invest freed-up resources in activities that
address the change in traditional ways. Newspapers, for example, perceived online news as
an existential threat early on, but made investments that attempted to simply replicate their
analog product on the internet. They did not experiment and were thus unable to take
advantage of all the additional opportunities the online world had to offer. Ultimately, many
of them failed in creating a truly viable online product. Consequently, leaders in times of
discontinuous change must create a sense of opportunity or gain to afford their
organizations’ members the mental freedom to experiment to find ways to thrive in a “new
normal” instead of simply trying harder what they have always been doing. This may be
particularly critical in a crisis like COVID19, when many dearly held beliefs are shattered, but
it is not yet completely clear how to operate from now on.

Prior research would thus suggest that you, as a leader, have the daunting task of instilling
both loss and gain perceptions in your organization. In the prototypical case of traditional
firms' responses to online competitors, this could often be achieved through the creation of
a separate organizational unit that served as a kind of corporate “start-up,” which could
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engage in experimentation due to a prevailing gain perception, and which was funded by
the legacy organization that dominantly held loss perceptions.

But in times of COVID19, this may not be a viable solution due to the breadth of changes
needed. Alternatives thus include either the explicit communication of the paradoxical
nature of the change, trying to instill perceptions of loss and gain at the same time, or the
creation of different perceptions in sequence. In particular, after initial loss perceptions made
resources available for investment in the adaptation to the change, you might try to switch
to a gain-focused communication, outlining the opportunities the crisis brings to get ahead
of the competition. Clearly, both approaches are difficult to implement.

However, in a recent study on the adaptation of bookstores and book retail chains to online
book retailing, my co-authors and | were able to add nuance to these challenging
recommendations (Konig, Graf-Vlachy and Schoberl, 2020). On the one hand, we replicated
most of the prior findings. We found the old patterns of loss perception that makes resources
available and gain perception that allows making good use of them. But we discovered more.
Investments were indeed often made under the perception of loss—but only if organizational
members simultaneously perceived some control over the situation. If members perceived
almost no control or a lot of control over the discontinuous change, they did not see a point
in investing in any adaptation to the change—either because they saw no chance of the
investments ever paying off, or because they felt that since the change was under control,
there was no investment necessary in the first place. And of course, even when control
perception was just right and investments were made, this did not solve the problem of non-
experimentation.

On the other hand, we also found that loss perceptions were not always necessary for
resource allocation. Even under gain perceptions, organizations were able to make
investments in a discontinuous change—if the organizational members believed they had
control over the change. When organizational members believed that adapting the change
might be beneficial for their firm, and when they felt that they had sufficient control over the
situation so that they could make a difference, they were willing to invest. At the same time,
gain perceptions allowed for experimentation, leading to novel ways of adapting to the
discontinuous change.

In sum, our research shows that you can either play the complex game of creating loss
perceptions to enable investments and gain perceptions paired with just the right degree of
control perceptions to allow experimentation; or you can instill gain perceptions paired with
control perceptions to achieve both at the same time. Of course, neither is simple, but the
latter allows you to keep your communication consistent throughout the process.

Don’t be a sore loser on the way

Over the last weeks, we saw that governments across the world are willing to support
businesses who are threatened by the pandemic. However, such help is necessarily always
distributed in a somewhat arbitrary fashion. The same is true for how governments impose
and ease restrictions on economic activities. After the initial lockdown in Germany, for
example, which had seen all non-essential retail outlets closed, the government allowed
stores up to 800 square meters to reopen in April 2020. Why not stores with up to 600 square
meters? Why not stores with up to 1000 square meters? The government made its decision
based on a 2005 decision of Germany's highest administrative court, which had ruled—in a
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completely different context—that stores over 800 square meters were to be classified as
“large-area retail.”

If your business is on the losing end of such a decision, it is easy to get angry and call for
changes to regulation and to lobby officials. And while this is both understandable and may
even make sense if you have a real chance of changing them, it is important not to let a
feeling of being treated unfairly take the upper hand. Instead, treat it as a motivation for
change.

In a third recent research project, my co-authors and | investigated the early reaction of
hotels to sharing-economy platforms like Airbnb (Weber, Lehmann, Graf-Vlachy and Kénig,
2020). Aside from a variety of other responses, such as general confusion and the belief that
Airbnb would necessarily always remain a niche business, it stood out to us that proprietors
of small hotels and managers of large hotel chains felt treated utterly unfairly by the
government. They thought that companies like Airbnb were getting away with skirting or
downright ignoring regulations that hotels had to adhere to. They saw Airbnb as a company
that enabled hosts to avoid taxes, ignore fire codes, and violate a multitude of other
regulations. Because hotel managers felt that this was such an obvious injustice, they were
confident in waiting for the regulator to step in and regulate or even outlaw Airbnb’s
business. As we now know, of course, this largely did not happen.

Arguably, hotel chains would have been much better off questioning their own practices and
business models to adapt to the change. But only a small minority of them did this. For
instance, some hotels decided to change their customer segmentation to better compete
with Airbnb. Others began to change their product offering, e.g., by relying more on self-
service or by adding lounge areas for people to socialize in, to face the competitive threat
head-on.

In times of COVID19, the lesson is thus to not be angry and wait for the regulator to step in.
Government intervention may or may not come in time, and it may or may not come in the
way that suits your particular needs. Instead, be proactive and use this situation in which
things are not as we knew them before as an opportunity to reconsider key assumptions
about your business. Think about what it is that your customers really value about your
product or service. Consider what you actually need to do to keep your business running.
And, most importantly, assess how you might need to change.

Conclusion

Much like pharmaceutical firms face product-harm crises, book retailers face online retailing,
and hotels face the discontinuous change of the sharing-economy, all businesses today face
a COVID19 reality they cannot just wish away. Change is needed, and not only temporarily.
Once the immediate need of business continuity is met, it is time to think about what true
continuity can and must look like in the “new normal.”
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The Resilient Leader: A resource of optimism in the post-Covid era

At a time of major organizational upheavals triggered on a global scale by the Covid-19
pandemic, it is incumbent on those who are steering to keep the ship and the players on
course in the hope of a better tomorrow. Whether one is a political player, a sports coach or
a business leader, the ability to generate responsible optimism remains at the heart of any
process of collective resilience in any post-disaster era.

In the organizational recovery phase, the leader's optimism represents an unparalleled asset
for any human organization, whether in terms of enthusiasm, motivation or energy; an asset
to be protected, of course, but also to be nurtured. What we are looking for, in a post-crisis
period, are not only people who are optimistic by temperament; but above all professionals
capable of establishing with others (colleagues, collaborators, clients, subcontractors,
suppliers, etc.) a mode of relationship oriented towards a dynamic of resilience and
reconstruction. Here, interpersonal skills are combined with know-how, through the
application of behavioral principles that generate inspiration, energy and enthusiasm.

The current political, economic and social situation - after several weeks of a lockdown
unprecedented in recent history - generates a lot of anxiety for a large number of actors.
Slowdown at all levels, loss of old points of reference and short-term visibility of the future,
fear of the obsolescence of "old" skills and professional disqualification, fear of the
unpredictable in all its forms, these are the ingredients of doubt and loss of confidence in
oneself and in society, the breeding ground for post-Covid collective pessimism.

Faced with this, inserted in a world that demands ever greater performance from them, what
do we expect from those who lead us? Let's propose three expectations that are quite simple
in fact, but which will always be common to nourish the dynamics of organizational
resilience, whether of individuals or teams.

1) In a period of post-crisis uncertainty, the first expectation of social actors probably
concerns the regular provision by their leaders of proof of meaning, i.e. a subtle emulsion
combining a reminder of the direction of the change (objective, goal, line of sight), the
usefulness of what is expected from them (contribution) and the place occupied by them, as
individuals, in this process (recognition).

2) The second expectation is also that of signs of reassurance, whether this relates to
the competence of the leader or to the confidence placed in his own action and that of
his/her troops, and in their ability to face the breaks and challenges of the moment in a
determined and creative way.

3) The third expectation, finally, is that of a climate that is truly adapted to periods of
change and reform, a climate that could be described as positive and proactive lucidity.
Faced with the tensions arising from the challenges of confinement and a situation now
marked by the scarcity of means and resources (financial, material, human, etc.), the
atmosphere maintained by the leader must indeed allow his team to face difficulties without
risking doubt or a feeling of powerlessness, or even despair.

What does one recognize in a resilient leader? First of all, the fact that he is... a leader like any
other, that is to say, a leader who tries against all odds to achieve objectives - political,
economic, sporting, entrepreneurial - through the mobilization of others. The resilient leader,
like any leader, must therefore ensure the success of a human community that has been
shaken by the crisis, i.e. help its members to achieve the objectives set (even if adapted),
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make them more autonomous in the face of the consequences of the ordeal and, in the long
run, enable them to evolve in a world with new rules of the game.

It is therefore not on the finality of his action that the resilient leader will make the difference,
but on his principles and methods of action. Generally speaking, such a leader can be
recognized through four fundamental attitudes:

1) The resilient leader concentrates the essence of his action on strengths, i.e. on the
qualities of structures and people, as well as their potential for evolution and change.

For a resilient leader, the people around have two types of resources for action in the face of
change: strengths to be cultivated and strengthened, and possibly points of effort on which
there is room for improvement and progress. Concerning the weak points (major defects,
structural deficiencies, etc.), they are an objective reality but cannot be used sustainably to
produce performance, whether industrial, sporting, societal or other. We can therefore only
ignore them, "deal with" or even neutralize them by compensating for them, for example
through an extreme development of certain other strong points.

2) The resilient leader knows how to favor effective solutions, even partial and
temporary ones.

Some, especially at the top, like to feed off meticulous analysis of the causes of failure and the
reasons for defeat. In doing so, they almost always produce resentment and regret around
them inthelong run, inevitably leading to justification and the search for culprits. Pessimistic
leaders, under the guise of realism, also like to test the perfectionism in them by searching -
often in vain - for ideal solutions that are perfect in every respect and that would solve all the
problems at once. They even end up admitting, more or less openly, the impossibility of any
change or reform.

The resilient leader, on the other hand, sees things differently. Knowing "why" it has come to
this point, especially in the case of major difficulties, is certainly interesting; but the search for
causes - especially in complex situations - is often a waste of time. Faced with the "why" of
the analysts, the resilient manager will always initially focus on the "how to", on the
immediate search for alternative paths or new opportunities arising from the difficulty
encountered. Great leaders don't need to know the origin or who is responsible for the
obstacle in front of them and their troops in order to start exploring ways around it.

3) The resilient leader tracks down "small victories" and capitalizes on them.

Everyone likes to be congratulated after winning. But because every day is a new day, just
because you are congratulated today does not mean that you will be more motivated
tomorrow, or that you will win for sure. On the contrary, it is the fact of being encouraged
while you are making an effort, of making your contribution to the collective challenge, that
helps to maintain our self-confidence, our desire to continue the effort and our optimism
about future success.

The resilient leader certainly keeps his eye on the line of sight of the reconstruction to be
completed. But he never loses an opportunity to celebrate with his troops a milestone victory,
a game won, an obstacle brilliantly overcome, an effort that has paid off, a technical
breakthrough or a new contract. In short, the resilient leader likes to catch those he leads in
"flagrante delicto” of success, however modest this success may be. It is on these occasions
that the leader can train people in the practice of the "optimistic style", by analyzing with
them how this success is due to their own action, how it illustrates lasting skills possessed by
the community and how it is destined to be reproduced as soon as possible...
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4) The resilient leader encourages perseverance and risk-taking.

"Success," said Winston Churchill, "is to go from failure to failure without losing your
enthusiasm". While pessimistic leaders systematically anticipate and fear failure, whether for
themselves or their teams, optimists - and therefore the most resilient - know that failure -
no matter how unpleasant - is part of life and - as such - is only one ingredient of success like
any other. Perhaps a little more bitter, and still... Being prepared for setbacks and failure, for
a resilient leader is both knowing what you will do - and what the team will do - if things go
wrong; and it is giving yourself the right to try again, to try your luck again.

And what better fuel for a leader's resilience than optimism? What better than this
extraordinary ability to put reality under positive tension? For if optimism is such a powerful
factor of success, especially in post-crisis periods, it is essentially because it creates the
individual and collective conditions for rebound and perseverance in the face of the hazards
inherent in every "day after". An optimistic leader is therefore, in all cases, a leader who grants
(and grants himself) the right to make mistakes, as long as these mistakes can be analyzed
and represent a source of collective learning. An optimistic leader, at the time of
reconstruction, is also one who gives those around the permission to innovate, to move the
lines.

An optimistic leader is finally the one who can be said: "In the face of the turbulence born of
trials and difficulties, he/she made us want to try, allowed us not to succeed right away, and
pushed us to start again until we finally win the part of the transformation! ».
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Abstract

This impact paper aims to prove that Total Leadership (TL) training has been an excellent
just-in-time Organizational Leadership vaccine against Covid19 at Aegon. In 2019 and 2020,
we had the opportunity to train all Aegon employees in Spain — around 450 people — in TL
methodology. TL is a systematic, flexible approach for creating sustainable change to
improve performance in all areas of life, both professional and personal. Initial results, pre-
Covidl19, show an impressive increase of 50% in Employee Engagement Measurements.
Management perceptions and employees reactions and experiments observed at Aegon
post-Covidl9 show why TL has been very helpful to overcome the challenges resulting from
lockdown and pressures due to working from home,. The program has been shared with
Aegon at group level.
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Covid19 Organizational Leadership Vaccine at Aegon

In November 2018, Tomas Alfaro called his old colleague from the Santander/Aegon joint
venture, Carlos Casanueva, to have breakfast together in his office at Aegon. He had just been
promoted to the position of CEO at Aegon - a financial services company - a few months
earlier, in September. In 2015, Carlos had translated into Spanish the book Total Leadership,
authored by Professor Stewart D. Friedman from The Wharton School with whom he had
been collaborating since 2008. Tomas probably remembered his participation with the
quotes he kindly contributed to the Spanish edition’s back cover. After twenty minutes
talking about their lives, they walked through the building to the office of the Human
Resources Director, Smara Conde. Tomas introduced both of them and left. The result is that,
after several meetings and conversations in which Professor Friedman was involved, on April
1st 2019, Carlos was signing a contract to “Boost Cultural Transformation at Aegon through
TL” and on April 25th Carlos and his colleague Gonzalo Landaluce held the kick-off training
session.

The key for success has been the ability of Tomas and the Human Resources team, led by
Smara, to take intelligent, brave and fast executive decisions. From the onset, they saw the
transformational opportunity of training everybody in the company, to be better leaders and
have richer lives. The training was conducted in medium-size groups which merged
everyone without hierarchical or functional discrimination. To ensure an appropriate
implementation three phases were defined:

e Start up: two pilot groups (90 employees) to be trained in 5 sessions and finishing
before the summer of 2019.

e« Main Training: eight groups (almost 400 employees) to be trained from September
2019 to April 2020.

e Follow-up: implementation of ideas to ensure continuity.
Pre-Covid19 impact

At the beginning of March 2020, just before the Covid19 crisis, the project was performing in
an excellent manner. Almost 400 employees had already been trained with very enthusiastic
and active participation. Management at Aegon was very satisfied with the result. Employees
shared continually and in an informal manner their positive experience and anecdotes. All
this positive and natural feedback from participants was tremendously valuable.

At that time, the most objective valuation about the project came from the Aegon Global
Employee Survey (GES) that it executed at Group level. Aegon Spain had been asked from
Headquarters in The Hague to increase the Employee Engagement Measurement during
2019 from the 40% figure of 2018 (a low figure!) to 50% (a figure everybody thought was
impossible to achieve!). The result in the November 2019 survey was 59%, overcoming all
expectations, and with more than 95% employee participation. Apparently, the TL training
had been one of the key activities in achieving this result and strongly correlated with the
cultural transformation strategic initiative.

These improvements in results were obtained not only in the work environment but also in
other personal domains, as the following data shows, proving the sustainable change
properties of TL. Analysis of data gathered for the two pilot groups of the Start up phase from
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April 2019 until July 2019, shows that perceived performance grew in all domains: 7% in Work;
12% in Home; 17% in Community; and 19% in Yourself. These results are very much aligned
with previous studies conducted by Professor Friedman.

Post-Covid19 impact

On Saturday March 14th, the Spanish government declared a state of emergency. Most
business activities were limited all over Spain and of course this project was stopped at
Aegon. Fortunately, it was almost completed and the damage was very limited.

The interesting idea is the following: it seems that what employees learned during the
program was especially appropriate for the Covid19 lockdown period. Let's see why. TL is a
systematic, flexible approach for creating sustainable change to improve performance in all
areas of life — at work, at home, in the community and for yourself. Participants are trained to
face change in a sustainable manner, even if it is tough and difficult. They are trained to
embrace change courageously, to see new ways of doing things, to play an active role and
take control of new situations, instead of suffering from them with a passive and pessimistic
attitude. Also, they are taught to try to harmonize these four domains, learning to draw
boundaries between them and to create value in a non-zero sum game through
experiments, which are called Four-Way Wins (4WW). They are encouraged to build
supportive networks, so important in this lockdown period, and to find a way to talk with their
more important stakeholders and to have conversations to clarify mutual expectations,
focusing on what really matters and building trust.

Let's hear Aegon's management team's opinions to confirm these ideas. Vicente Gonzalez,
Human Resources Manager and TL Program Leader:

«  “We believe that the TL training has helped to start new experiments during the
lockdown period: exercise; family lunches; quality time; management of the
work/home space.., although we don't have concrete data about this yet... Intranet
messages invited employees to share experiments, practice new ones and download
experiments from other colleagues that could be done during lockdown.”

e ‘I completely agree that TL has helped our employees to have a framework (the
4WW) to increase daily harmony during lockdown, managing @ kids'
homework/enjoyment, work and home duties, everything in the same space. Sharing
experiments among colleagues has been very useful.”

« “Finally, | want to mention that TL has facilitated the contact and the conversations
among people at Aegon, asking for feedback, sharing experiments or daily problems
during lockdown such as work/home pressure. Due to TL and Covidl9, we have
broken an existing barrier and now we are closer, more empathetic and in a certain
way more human.”

Smara Conde, Human Resources Head at Aegon Spain:

e In her periodic “Aegon takes care of you” communication to employees, she has
reminded everybody of the power of experiments during these days of lockdown, “Do
you remember TL experiments? This could be a good moment to put in practice
some of them, because we can use digital media to have conversations with our
most important stakeholders in all domains. Now more than ever it is necessary to
find harmony at Work, at Home, in the Community and for Yourself.”
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“The way of working from now on is going to be completely different. Conversations
and their preparation are key for being effective. Through conversations we will learn
to use them in a digital manner. When you are face to face, in person, non-verbal
language gives you a lot of information and with digital tools this information must
be verbalized, and you can only say it with conversations.”

e “Learning how to harmonize appropriately (with the TL methodology) has been
critical in these moments in which you have so many roles at the same time, and
you need to keep boundaries between each of them for recharging the energy that
a critical situation likes this requires.”

Tomas Alfaro, CEO at Aegon Spain believes that: “Whoever has not experimented with his
personal leadership during this crisis, he is sinking... We are facing a change in paradigm
that has opened our capacity for experimenting, and this is what we are sharing throughout
our organization. For example, | make phone calls while walking on the terrace and thanks
to this | am walking more than ever; or perhaps while cooking... Now, we have the possibility
to organize our work and our life in a different manner”.

Professor Friedman, in his April 2020 mail “Parents Who Lead in Pandemic Times” confirms
these conclusions: “We are deeply gratified to see how this book has been of use to so many
working families at a time when they urgently need the help it offers. We never imagined
the book would arrive at a moment when the physical boundaries that used to separate
work and family life have been obliterated, when working parents are struggling to guide
their children’s schooling at home, and when everyone is anxious about the profound
uncertainties of our new world order. Parents Who Lead has relevance these days in ways
we could not foresee. Our evidence-based guidance —for how to take practical steps to focus
on what matters most, on who matters most, and on experimenting with new ways to live
and work that are sustainable because they serve both personal and collective interests — is
resonating with working parents and their employers in this strange episode of our history”

Conclusion

Before the Covid19 crisis, TL training had a strong impact at Aegon Spain with 50% increase
in Employee Engagement Measurement and perceived performance increase in all domains
- Home, Work, Community and Yourself - of 7%, 12%, 17% and 19% respectively. After the
Covid19 state of emergency declaration in March 2020, it is clear that what employees learned
during the TL course has been especially appropriate for this lockdown period. Aegon's
management team's perceptions and actions have confirmed this view. In summary, mainly
by chance, it seems TL has been the perfect just-in-time Organizational Leadership vaccine
against Covidl19. The next possible interesting question to answer is if TL will also be a good
vaccine to face other disruptions and challenges that await us in the future.
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This impact paper looks upon the global Covid19 crisis as an event that created massive
worldwide uncertainty at an unprecedented speed. A world that was preoccupied with
different versions of uncertainty, some of which related to globalization and digitization, is
now unified in tackling pandemic uncertainty. The question is: what to do about it? While the
field of entrepreneurship has a traditional focus on creating start-ups, the past 20 years have
expanded our understanding of entrepreneurship to what we here offer to call uncertainty
competence. Entrepreneurship as uncertainty competence describes the process of creating
new value in the face of uncertainty. And we believe that this uncertainty competence should
become a fundamental element of today’'s management education.
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Building uncertainty competence: Applying the entrepreneurial method

The Covid-19 crisis is characterized by a high level of uncertainty. At the beginning of the crisis
uncertainty mainly stemmed from questions like “Will the virus spread from animals to
humans?”, “How easily can it spread between humans?”, “What are the best ways to impede
the spread?”. Then uncertainty was around “Who is affected the most?”, "What kind of
medical equipment do we need (how fast and when)?". And now we are grappling with
questions like “How can we end the confinement?”, “What parts of our economy needs the
most help and what form should that help take?” to name but a few. On a company level,
guestions might be around “What should we be worrying about the most?”, “Will our
business model still work?”, “What can we do; now that our business model does not work?”,
“What new opportunities emerge from such a crisis?”. All of these questions are
characterized by a high level of uncertainty about what to do next. Not only are we unsure of
which scenario will come to pass, we do not even know if we have considered all the options
and potential outcomes.

The current Corona pandemic has brought a concept which is central to the
entrepreneurship field to the fore: Dealing with and making decisions in the presence of
uncertainty. A-cornerstone of this theory is the work by economist Frank Knight from 1921, in
which he made uncertainty the basis of his theory of entrepreneurial profits. Knight portrays
entrepreneurship as a discovery process. Many new ventures will be launched, but only some
will survive and prosper (Knight 1921).

Ever since then, entrepreneurship is viewed as a process that typically involves a high degree
of uncertainty. The ability of entrepreneurs to interpret and respond to that uncertainty is
what determines the degree of success or failure achieved by the venture. In fact, the notion
that entrepreneurs take decisions and subsequently act in the face of inherently uncertain,
even unknowable, futures is one of the most closely held assumptions in entrepreneurship
(e.g., Knight, 1921; Eckhardt and Shane, 2003; Sarasvathy 2008).

In this paper we want to briefly discuss some of the key findings of entrepreneurial research
and how they might help managers in developing uncertainty competence in their
companies as they adapt to a world in the grips of Covid-19. We suggest that for uncertainty
competence, managers need to first understand and assess uncertainty as opposed to risk.
Second, they need to know how to approach different levels of uncertainty, and, third, we will
discuss how executives can prepare their companies for uncertainty competence. With a lot
of uncertainty around us, and potentially more to come, this seems a worthwhile investment.

Understanding and assessing uncertainty

Uncertainty implies the absence of certainty of the potential outcome of a specific decision
or action in a particular situation. The Covid-19 crisis came out of the blue and took us by siege
— it is described by Nassim Taleb as a black swan. Uncertainty at an unprecedented scale
ensued. Politicians, epidemiologists, managers or others cannot agree upon the potential
outcomes of their decisions. Therefore, it seems valuable to look into complementary
processes beyond standard risk management in order to develop uncertainty competence.

Our starting point is discussing and coming to understand the true nature of uncertainty
before we can think about ways of dealing with it. AlImost 100 years ago, Frank Knight
detailed in his book, “Risk, uncertainty and profit”, his conception that fundamentally only
uncertainty can explain profits (and losses) and therefore entrepreneurial endeavours. He
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defined uncertainty as a situation in which there is no basis for classifying potential
outcomes. To Knight, true uncertainty is substantially different from risks, as it is impossible
to neither assign probabilities to future outcomes nor even know all possible future
outcomes based on today's possible actions. While this may sound like an objective
classification, organizational researchers later argued that uncertainty is perceptual and thus
has to be assessed individually (e.g. Downey and Slocum 1975).

For Covid-19, there is no solid prior experience, and hence many decision-makers in these
times experience what Frances Milliken (1987) describes as state, effect and response
uncertainty. State uncertainty captures the perceived uncertainty about how components of
the environment like suppliers or competitors might be changing or reacting in the Covid-19
situation. Effect uncertainty captures a perceived inability to predict the impact of these
changes and repercussions for the organization. Finally, response uncertainty is about the
lack of knowledge of response options and the inability to predict the consequences of those
response options.

Ultimately, the judgement of the degree of uncertainty of any given situation is subjective.
Individual decision makers will have different experiences and potentially even different
access to information and might therefore experience a given situation differently. Or as
William Gibson put it: “The future is already here — it's just not evenly distributed”. In today’s
connected and digitized world all necessary information for any given situation will most
likely exist, but this information might nevertheless not be available for the individual
decision maker. She might just not know where to find the information and on top of this,
might experience uncertainty about whether to trust this information. In our Covid-19
situation, a lot of information is most likely available. But some of it is hard to find (scientific
publications), and studies contradict each other, so it is hard to know what to trust.

We will argue below that the degree of uncertainty should influence the approach taken.
This choice requires an assessment of the uncertainty involved in a decision. Therefore, it
becomes important to not only consciously include such an assessment, but also create
transparency about the perceived uncertainty within a team, business or even company by
asking and discussing a number of questions. Questions for an uncertainty assessment can
include:

- Are the goals well-defined and specified?

- Isthe information provided unambiguous?

- Can the future consequences of decisions taken now be estimated?
- Isthe environment constant or are changes-frequent?

- Isthe decision-making situation straight-forward?

Dealing with uncertainty

As described, certainty, risk, and (true) uncertainty are not distinct and separated conditions
but rather points on a continuum. So a situation is not per se uncertain or certain, but it can
move from being highly (true) uncertain to lower levels of uncertainty to risk and potentially
to certainty, depending on our actions (and here the importance is on the word action in
contrast to analysis). In the start-up world we often hear the term “de-risking”, but what it
often actually means is “de-uncertaining”. And as entrepreneurship research has focused so
much on uncertainty as the fundamental driver of entrepreneurial action, it has also started
to research what entrepreneurs actually do and how they take decisions to reduce
uncertainty. Figure 1shows an entrepreneurial venture over time as it moves from high levels
of uncertainty to lower levels of uncertainty and eventually to certainty (for sure after the
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fact). During this process, entrepreneurs might use a number of methods or tools which are
appropriate to the different degrees of uncertainty.

Figure 1: Entrepreneurship as uncertainty reduction
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Source: own visualization based on Grichnik et al. 2017

The right-hand side of the figure (methods like the business plan or tools like pitching,
crowdfunding and the like) is closest to standard management practice. It has dominated
practice in entrepreneurship for decades. This is quite natural as the knowledge was taken
from the field of business administration and management. It had simply been adapted to
the realities of newly established and small companies. The knowledge helped start-ups to
be more professional. However, it did not fully serve what is potentially the most distinctive
characteristic of ventures: uncertainty. A business plan, for example, helps to define how
different pieces of a business idea need to come together; what it does not do is help with
more fundamental uncertainties which start-ups face in the early stages, and with which
companies around the world, irrespective of their age and development stage, are now

grappling.

Progressing leftwards in the figure moves us through many of the approaches that have
been developed, adopted, or integrated by the discipline of entrepreneurship over the past
20 years. They take on higher levels of uncertainty and allow entrepreneurs to explore and
cocreate possible futures. These methods include more widely spread approaches such as
Design Thinking or Lean Start-up, but also approaches like effectuation, bricolage,
improvisation, or art thinking — the further development of which is a key focus of ESCP’s
‘Jean-Baptiste Say Institute for Entrepreneurship’.

It is only over the last 10 years that we have seen a strong tendency of established companies
to develop an interest in these methods and tools, not least because uncertainty has come
to their attention more radically.

What do these methods and tools have in common:

- Bias towards action (if you are unable to predict the future, only action will help you)
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- Bias towards collaboration (as you do not control all means, only collaboration will
help you)

- Bias towards today (as uncertainty is high, the speed to move forward matters)

- Bias towards small iterations (testing and experimenting are key)

- Bias towards keeping investments/losses low (starting with small bets and
consequently increasing them over time as uncertainty decreases)

- Bias towards agility (radical readiness to react even to weak signals)

- Bias towards early customer interaction (ultimately, only the customers know)

The current curricula at business schools around the world are typically skewed towards
teaching the methods and tools on the right side of the figure (how to write a business plan,
entrepreneurial finance, strategy, market analysis, etc.). Entrepreneurs are seen as experts in
dealing with uncertainty. They tend to use methods and tools that are further to the left side
of the figure. Therefore, we believe that these methods and tools should be much more
prevalent in business school curricula and in companies. In order for this to happen, it is not
enough to merely know these methods and tools. Companies faced with high uncertainty
have to enable their employees to better understand their individual decision-making
process and to adapt it to the environment. Employees ought to be trained in the application
of these different approaches and provided with the working environment and leadership
skills required not only to act, but also to convince others to act with them. This is what we
call building uncertainty competence.

Building uncertainty competence

Supporting multiple decision rationalities

A first step in developing uncertainty competence means that leaders, managers and
employees need to have the knowledge (understanding of uncertainty) to assess the specific
decision-making situation that they are in, determining its position on the uncertainty
spectrum, and then deciding for the appropriate approach (dealing with uncertainty). While
this sounds intuitive, in reality it can be complicated as it very often breaks with the traditional
rationality approach. Here, it is generally assumed that more information and, potentially,
computation (analysis of variance, regressions, Bayes's rule, etc.) always result in better
decisions. But in the face of high uncertainty this might not be true and can actually be very
costly and time-consuming (Gigerenzer 2008). To give an example: Writing a detailed
business plan including modelling the diffusion of a new product with a newly developed
technology for a new and never-before served customer segment can be as context-
irrational as applying effectuation for introducing an incrementally new feature for a well-
established product targeting a well-known target group.

What we propose is that companies develop and allow a wide range of decision logics with
matching methods and tools (as outlined in Figure 1) and actively encourage employees to
choose the appropriate one. This of course makes the life of everyone a little bit more
complicated than having one defined and accepted decision logic for every situation, as for
example in the case of one single stage gate process for innovation through which all
innovations (incremental and radical) have to go through.

Developing method and mindset expertise

The second step of building uncertainty competence brings a choice of methods to a
company. Those methods then have to be applied. And here the focus is on application, on
action. It is one thing to analyse and learn about a new method, it is a very different thing to
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actually apply it. Methods and tools which are more suited for highly uncertain situations
have a bias towards action, collaboration, iteration and customer centricity. These methods
therefore require a shift in mindset. This shift means that in order to successfully apply these
methods and tools people have to shift from an optimization mindset to an exploration
mindset. And this might prove difficult as through our education most of us are trained in
the mindset of optimization, finding the best solution to a problem. On the left hand side of
the spectrum, we need to become a lot more like artists, with a mindset that allows for the
emergence of (not necessarily optimal) solutions. Training in design thinking or effectuation
highly depends on a mindset that allows acting without knowing what the right direction is.
Failing becomes part of the process. And failing your way to success is not a standard
operating procedure in companies today. It needs training, in terms of both method and
mindset.

Making “room” for creation: developing leadership and the work environment

Finally, uncertainty competence requires making room in companies that are designed for
optimization. Leadership must come into play at this point. There certainly have always been
people acting as entrepreneurs in established firms — we call them intrapreneurs. However,
their task is not starting up a venture on a green field. They are acting in an institution with
rules that are not necessarily conducive to creation and emergence. Leadership in an
uncertainty competent company needs to be aware of that and to make room for it. This
room comes through developing leadership skills in people who are supposed to do projects
on the left side of the spectrum presented in Figure 1. They need to feel safe in following their
procedures and take other people with them on their journey of exploration. At the same
time, top management needs to be trained in delegating those projects, which requires
rethinking of KPIs and reporting procedures, but also designing the communication
between the established management practices and the exploratory projects. With
uncertainty competence, leadership is installing a new operating system as opposed to
replacing the existing one. Instead, both are supposed to run in parallel and create fruitful
connections. Innovation management literature has been talking about developing
‘ambidexterity’ (two-handedness) of firms. Developing uncertainty competence is an
important step in that direction.

Conclusion

Our research on decision making under uncertainty can help managers to not only rethink
their approach to decision making but to actually build a much-needed uncertainty
competence. We have outlined three critical steps in building this uncertainty competence:
Supporting multiple decision logics, developing method and mindset expertise, and building
organisational spaces to give this new approach a safe environment to apply the new
competence.

The process of building uncertainty competence is in itself highly uncertain as it depends on
previous knowledge, routines, structures and processes. It is therefore important to treat the
project of building uncertainty competence as a decision under high uncertainty. This would
mean that it is important to prioritize action over analysis, collaboration over competition,
today over tomorrow, experimenting over executing, agility over efficiency and last but not
least working early and closely with your customers, employees, leaders, and managers.
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Crisis, inertia, uncertainty and management

Many in Europe and elsewhere argue that the Covid-19 pandemic — and even more so the
shutdown of the economy resulting from it — is a unique opportunity to drastically reform
business practices, management, strategic thinking, and therefore both the economy and
society. Based on the “one should never waste a crisis” mantra (and the inevitable Chinese
ideogram designating both “danger” and “opportunity”), they postulate that we have turned
a major corner and that the “new normal” will differ profoundly from the old one.

However, we can reasonably assume that organizations will not change radically. As a matter
of fact, among the ideas that run through management literature, organizational inertia is
perhaps one of the most essential. From Cyert and March's (1963) behavioral theory of the
firm to Kim and Mauborgne's (2005) Blue Ocean strategy, from March's (1991)
exploration/exploitation dilemma to Johnson's incrementalism (Whittington et al.,, 2020), and
frorn DiMaggio and Powell's (1985) institutional theory to Christensen’s (1997) notion of
disruption, we find the same observation: one of the main attributes of organizations is their
inertia.

Inertia and organization

Many works in organizational theory, business strategy and management of innovation rest
on the idea that organizations are systems that are always seeking to apply the same
routines, replicate recipes and perfect procedures, at the risk of locking themselves into
strategic drifts. Above all, what an organization wants is to do its job; above all, what each of
its functions wants is to function. Because of this conservatism, one frequently
recommended strategy consists in challenging the status quo and moving away from the
crowd in order to shift the competitive field. However, this ends up creating a new inertia,
which in turn locks the innovator into its own path (Christensen, 1997).

How can we maintain this inertia when, by nature, the competitive, regulatory, technological
and environmental context is changing? Cyert and March (1963) have shown that a healthy
organization needs some “slack”, that is to say unallocated resources that make it possible to
react to unforeseen events and muddle through inevitably imperfect processes. If collective
action relies on optimized systems, the slightest grain of sand can block the machine. This is
the reason why it is wise to always ensure a surplus of ordinary skills, multiple procedures, a
budgetary mattress, a redundant workforce, and even to make sure that all of this slack, in
turn, is embedded in the routines. However, the sound management taught in schools of
course consists precisely in eliminating slack, optimizing systems, choosing the most
efficient approaches and getting rid of everything that is not absolutely necessary. The hunt
for waste, the best use of resources and the clarity of management lines require the primacy
of efficiency over effectiveness. Between two investment projects, the more profitable one
will be preferred, and between two managers, the more frugal will be promoted. As a
consequence, the overarching responsibility of a strategic leader consists in arbitrating
between sound management and adaptability, in maintaining ambiguity in the most
optimized processes, and in avoiding day-to-day business imperatives prevailing over the
possibility of the unexpected.

More detailed analyses (Saussois and Laroche, 1991) have highlighted the detrimental role of

faulty learning, a classic in organization theory: a system which has been functioning for a

long period of time demonstrates strength in appearance, when in fact it is approaching
65



collapse. Even if the repetition of the daily successes of an organization gives the impression
of confirming its merits, it is precisely its optimization - sometimes through the normalization
of deviance - that pushes it to its limit.

However, we should not forget that without inertia, an organization simply cannot function
(Laroche, 1996). If you always had to reinvent everything, if everyone was in constant
improvisation and innovation, interaction would be strictly impossible. If we can live and work
together, it is precisely because our actions are predictable. The confidence we inspire
depends on the inertia of our behavior. Our consistency defines our reliability. It is the very
nature of collective action to build routines and habits, procedures and rules, repetitions and
learning. According to the transaction cost approach (Coase, 1937), firms handle transactions
in a more efficient way than markets: whereas market relations would imply a constant
reconstruction of relations, firms, thanks to their stability and to their inertia, have enabled
mass production and collective prosperity.

Inertia and strategy

Likewise, continuity is the basic assumption behind all business strategy classic tools. The
experience curve, PESTEL framework, BCG matrix, SWOT model or 5(+1) competitive forces
(Whittington et al., 2020) rely on the hypothesis that the present — and sometimes even the
past — is a good predictor of the future. If uncertainty is total, if the nature, extent and
consequences of change are unknown, the concepts and models of business strategy, as
taught in schools and universities, are simply useless.

In a totally unpredictable environment, the very notion of strategy makes no sense. By
definition, strategy consists in allocating resources that commit the firm over the long term,
in order to gain superior performance. If anticipation is impossible, engaging in an allocation
of resources (whether human, financial, physical or technological) is just gambling, but
certainly not strategy.

In fact, when uncertainty is ubiquitous, strategy must give way to survival techniques, such
as anchoring, agility and imitation (Fréry, 2014):

1. Anchoring, like an offshore oil rig, consists in waiting until the storm calms down.
While waiting for better days, one must set up a resilient organization that is capable
of resuming its initial state once the pressure has dropped.

2. Agility is the exact opposite: like a cork floating on the surface, you let yourself be
tossed around until stability returns, which notably involves the transformation of
fixed costs into variable costs (thanks to outsourcing), in order to lower the break-even
point.

3. Imitation starts from a simple observation: for a decision maker, the worst case is to
be the only one to make a bad decision. Conversely, if everyone makes the same bad
decision at the same time, accountability will be collective, and therefore much more
acceptable. As a consequence, when placed in a context of high uncertainty, leaders
tend to adopt some form of herding.

However, all this has nothing to do with strategy: anchoring opposes any evolution, agility
consists in disallocating resources, and imitation is the negation of competitive advantage.
These techniques can at best allow endurance, but they cannot lead to success. When
uncertainty reigns, when only survival counts, strategy is useless and success can only be
fortuitous.
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Trying to overcome uncertainty is an absurd project

All in all, can we say that the Covid-19 pandemic could have been much better anticipated,
better prepared and better managed if our decision-makers had worked well, if the right
strategies had been deployed and if our organizations had been well designed? Can we say
that our managers have betrayed their role as strategists, have forgotten the imperative of
slack and have favored immediate savings?

Nothing is less certain, because trying to build organizations capable of overcoming
uncertainty is an absurd project.

Nassim Taleb, the father of the Black Swan concept (2007) — a Black Swan is an event that
suddenly makes all historical observations obsolete — stresses that Covid-19 is not a Black
Swan, since comparable pandemics have already occurred (notably in 1918, 1958 and 1968),
and that several experts, until recently, had identified the threat. If public and private
organizations have been caught off guard, it is therefore not by surprise, but because of
blindness or amnesia.

Now, what could a strategy designed to take an event of this nature into account have looked
like? How should it have been taken into account in calculations of net present value, in
extrapolations of the experience curve or in the measurement of competitive rivalry? The
sheer enormity of this scenario would have dwarfed any other consideration, until
monopolizing all the resources: only the survival plan would have been imposed. In short, it
would have been a perfect example of anti-strategy.

What should have been done to ensure the slack capable of withstanding an event of this
magnitude? What resources should we have safeguarded to resist a hypothetical epidemic,
of which it was impossible to foresee the gravity, date or nature? Besides, why should we limit
ourselves to a pandemic? Many other hazards threaten us: natural disasters (linked to global
warming or not), nuclear conflicts, cyber-attacks, chemical or biological warfare, and so on
(and the “and so on” is the most important entry in this list). All of these perils require different
preventive measures and involve fencing specific resources. All our efforts would therefore
be dedicated to anticipating future crises, and eventually this principle of prevention would
make our present unliveable and the pursuit of happiness suspect. As Aldous Huxley said,
“Medical science is making such remarkable progress that soon there will be hardly a healthy
human left.”

Conclusion

Under these conditions, what can we recommend for a post Covid-19 era? The principle of
slack is relevant for organizations facing strategic uncertainties that could be described as
“normal”: a new competitor, customer default, technological innovation, regulatory changes
or corporate restructuring. In all these situations, managers must preserve slack, possibly
against their managers and especially their shareholders. On the other hand, this principle is
irrelevant when uncertainty reaches the magnitude we are currently experiencing. It is not
the responsibility of business managers to anticipate uncertainties of this nature. What
should the CEOs of Air France, Club Med or Accor have done to protect their companies from
the risk of a total loss of their revenues for several months? They would have caused an
equally damaging paralysis. We must remain modest about the scope and ambitions of our
management tools: they are designed to improve everyday life — which is already a lot — but
not to cope with monstrous events.
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Covid-19 is a tragedy for each of its victims, even if other pandemics have historically been
much more deadly. What constitutes a completely unprecedented historic event is not this
disease by itself, but the global shutdown of the economy that an escalation of decisions —
and a lack of decisions — has triggered. Never in history have more than 2.5 billion people
been placed on lockdown, and no one can anticipate what the consequences will be. In fact,
what we are most likely to suffer from is not illness, but our attempts to escape it.

However, humanity has experienced far more devastating crises, including two world wars
twenty years apart, not counting the black plague, smallpox and the Spanish flu. However,
each time, the economy ended up regaining its place. Everyday life gradually won out over
the exceptional. Homeostasis imposed itself.

Management is the conduct of collective action, and the ultimate goal of business strategy
is progress. Since crises are inevitable, we must remain humble but determined. Protecting
ourselves from everything “whatever it takes” leads to hygienist absolutism, the
consequences of which are worse than the causes. Facing the next shock, let us prefer action
to precaution and the search for prosperity to the tyranny of abstinence.
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Freedom & vulnerability: How people develop new skills in an
unexpected work environment

During the health emergency brought on by Covid-19, we can observe unexpected practices
and behaviours within organizations. The multiple obstacles people are facing to get their
job done from home (e.g. physical distance, technological equipment, attention span,
support to the community and family members, etc.) are forcing them to reinvent work
activities significantly. In-depth reflection is needed to outline the managerial implications
and key drivers of this phenomenon.

Management will not be the same because people have discovered freedom and
autonomy. Before the pandemic, scholars would complain about the obsolete management
models of our organizations, unable to adopt innovative approaches such as agile or lean
management, holacracy, polycratic or exponential organization, to name but a few. It
seemed that managers felt threatened by autonomous, self-managed teams that could
undermine their status, power and control (Denning, 2015). They were being asked to stop
thinking of themselves as “master designers of hardwired organizational structures,
processes, rules, and procedures” and to become “the everyday orchestrators of a flexible
and dynamic behavioural system, to unleash employees’ autonomy and initiative” (Morieux,
2018, p.1). The disruptive advent of Coronavirus forced teams to get re-organized very quickly
and managers empowered workforces to take decisions, with courage and responsibility. In
most cases, a situation of confinement and isolation, which might have led to demotivation,
dispersion of energy and disorganization of work, has developed a higher level of self-efficacy
among employees and cooperation to achieve organizational goals. Multinational
companies, for example, have delegated to local management to take decisions for their
countries in complete autonomy. Responses in most of the cases have exceeded
expectations in terms of speed in taking action and the constructive attitude in proposing
solutions.

The vulnerability, fragility and precarity being felt by human beings emphasize the
importance of the present moment. People are concerned about their health and feel
exposed, as they have probably never felt before in modern society. Complete uncertainty
about future scenarios places new emphasis on living the present situation and making
sense of it (Rahola, 2020). Every crisis forces us to come back to the basic questions and need
of a meaning. The sense of urgency driven by the economic crisis and financial pressure of
companies are pushing people to react pragmatically and exploit concrete opportunities.
Basic assumptions are being challenged and managers are motivated to try new approaches
and find new solutions to problems. Particularly, small start-ups and young companies have
been impacted by the suspension of business activities, showing their intrinsic weaknesses.
The difficult financial situation has obliged young entrepreneurs, where possible, to change
direction immediately and think of new businesses to meet the needs of the contingent
situation (e.g. production of medical devices, supply of personal protective equipment, online
delivery services, etc.).

Challenging context and acceleration of skills development
Van Elsor and McCauley (2004) indicate that a challenge is the most effective development
tool. Managers must be put in circumstances where their existing skills and perspectives are

inadequate. If managers are never forced out of their comfort zone, they will continue to
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employ strategies that have served them well in the past. Only by placing individuals in
situations where past behaviour may lead to failure are they likely to try new approaches.

Despite huge human and financial losses, this crisis represents an opportunity to observe
how people react to disruptive events and which capabilities are put in place. In fact, many
skills have been developed by employees and managers in just a few weeks, while companies
have been struggling to develop them in formal settings for years.

In particular, we would like to focus here on the set of soft skills which are being stimulated
to act in this flexible and vulnerable work environment.

In 2019, a study was conducted to identify the most important soft skills required by the job
market (Succi & Canovi, 2019) and how employers were measuring and developing them
(Succi & Wieandt, 2019). A taxonomy and working definition of soft skills can be taken from
Haselberger (2012, p.67): “Soft skills represent a dynamic combination of cognitive and meta-
cognitive skKills, interpersonal, intellectual and practical skills. Soft skills help people to adapt
and behave positively so that they can deal effectively with the challenges of their
professional and everyday life”.

a) Personal Skills

Every individual is observing him/herself in a totally different environment and we are
recording new behaviours and practices to deal with the complexity of the situation. Self-
awareness and self-management skills (such as emotional self-control, adaptability,
achievement orientation, positive outlook; Goleman, 2006) are crucial to re-organize activities
and manage the pressure coming from personal and professional needs.

Apart from personality traits, resilience or stress management are necessary to react to
unexpected events, like the sudden stopping of usual activities and the obligation to switch
ways of working. People are showing a commitment to work to strive toward organizational
goals, despite the uncertainty of the situation and the pessimistic outlook of the business
framework. Two protagonists in this emergency are creativity - the process leading to the
generation of products that are new, original, useful, and effective - and divergent thinking
- a mind process that leads to an increased number of ideas instead of searching for “the
right one” (Runco & Jaeger, 2012). They are stimulated impressively by the need to bring
innovative ideas and develop alternative solutions. Moreover, an unusual setting helps to see
things from an outside perspective, which allows us to handle uncertainty well and excel at
reconciling conflicting information (Khazan, 2020).

Obviously, everybody has developed learning skills to acquire and implement new
knowledge to respond to the emerging demands concerning remote working, scientific
reports, medical devices, online grocery shopping, home schooling and possible unusual
domestic activities. Finally, a reflection on life-work balance skills is required, considering
the overlapping of personal and professional spheres that is occurring these days. It is
common to see people attending a videoconference while cooking or playing with the kids.
Careful time management can solve the frequent conflicts between the new life and job in
lockdown (even if the objective is sometimes not feasible).

b) Social Skills

Communication and teamwork are two essential sets of skills for managers and this
situation has clarified important aspects of this. For example, empathy, the ability to sense
others’ feelings and take an active interest in their concerns (Goleman, 2006), which is one of
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the most difficult soft skills to develop, has become of crucial importance. Common feelings
and emotions shared by people located in different places have actually created strong
bonds, erasing physical distance. It is frequent, at the moment, to start a conversation with
authentic questions regarding health conditions and personal situations, before moving to a
business conversation. This is also reflected in the type of commmunication channels utilized
by users. For example, an increase has been recorded in use of instant messaging and a
reduction in formal messages exchanged by email.

Cultural Intelligence is also stimulated in a context in which travels are suspended and
sensitive issues can be addressed only in a mediated environment. Contact network skills
are becoming the essential trait of a leader, who should be able to connect different
professionals around the globe and motivate them to contribute effectively.

¢) Methodological skills

Conditions are moving very fast and adaptability to change, defined as the ability to redirect
the course of action to meet goals in a new situation, is a requisite. Analysis skills,
considering the amount of data available, and decision making skills are also triggered by
the volatility and complexity of the business environment.

Finally, customer orientation, striving for excellence and results orientation are the skills
which will distinguish the managers who will evolve, from those, who will simply count their
losses. There are examples of companies which have moved employees from operations to
customer service to strengthen the relationships with their clients; companies which are
contacting customers to listen to their needs and developing solutions almost for free, to
keep the position in the market.

Conditions to sustain development

These exceptional individual efforts cannot last for a long time. After an initial positive and
constructive reaction, anxiety and fatigue might overwhelm people’s ability to achieve
objectives. Stress tends to impair the ability to learn new skKills (Zajonc, 1965).

Organizations need to build on the accomplishments of their managers and need to create
the right environment to support their performance. In particular, three conditions seem
essential to perpetuate this positive trend.

«  Work flexibility. Remote working, smart working or teleworking, to mention only
some definitions of flexible working, have finally become a reality in our society. Legal
constraints and technological tools have been managed successfully to accelerate
the possibility of working from different locations. It is important now to strengthen
the process and secure the progress that has been made. The future employee
experience should include the appropriate mix of presence at the office and smart
working.

« Agile teams. Self-organized virtual teams are now the main unit of organizations.
Leaders should support their momentum and find ways to connect and engage
people as much as possible. Empowerment and reduced constraints will be essential,
even afterward, to maintain efficiency and ensure performance of teams working at
distance.
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» Learning Culture. Providing continuity to the organizational culture is probably the
main challenge of organizations. Sharing values and decision-making processes are
essential to be aligned toward organizational goals and are the priority of senior
management during the crisis. The learning culture, where people can propose ideas,
experiment alternative solutions and make mistakes, as experienced during the
pandemic, should be kept and enhanced to build sustainable businesses for the
future.
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COVID-19: How some companies leapt, while others stalled

In mid-March, COVID-19 locked down most of Europe and Asia. For Sterimed, a 900-strong
world leader of high-end sterile medical packaging, this was mixed news. A sudden 40%
increase in demand for its pouches was welcome but ramping up production at its French
plants was challenging. One aspect was particularly thorny: procuring protective masks for
workers was impossible in France and even in China, where the export of such masks was
banned at the time. But Sterimed refused to endanger its employees and found a solution.

Sterimed had been exporting its products to China for several decades. Quickly, the company
realized that one Chinese client was also producing protective masks. Sterimed got in touch
and the client agreed to send several free sample boxes. As a result, not only could Sterimed
protect its employees, but its CEO Thibaut Hyvernat could also help others. “I am a very
sociable person, so | started calling my friends who run businesses and began sharing some
of the spare masks.” Then, a thought struck him: “Instead of helping several dozen friends, |
could help 20 million friends!” Hyvernat immediately called the head of Asian operations who
quickly came back with two important facts: (1) more than one of Sterimed’s Chinese clients
were manufacturing protective masks and (2) China was lifting its export ban.

The next day, working from his suburban Parisian home, Hyvernat called an executive
meeting. “The conversation lasted 10 minutes. Or rather, there was no conversation. We all
said: ‘Let's do it,” he recalled. Put differently, in these 10 minutes Sterimed decided to launch
an activity which was totally new to them: importing medical supplies. The company
leveraged its core technical, regulatory, and supply chain competencies, but they still needed
to: (1) obtain authorization to run this new activity and approval for the import of masks; (2)
book the production capacity for up to 20 million masks with its Chinese suppliers
throughout April and pay for it in advance (Sterimed declined the government’'s emergency
credit and paid with its own funds); (3) arrange a huge hub with the capacity to receive large
cargo plane loads arriving from China and dispatch them with trucks to European clients.
Two weeks later the first million masks arrived, followed by four million the week after, and
25 million by mid-April.

Last but not least, although mask prices soared, Sterimed sold them at cost price—of buying
and of estimated transportation. “If air transportation costs exceed our estimations, we may
well lose money by the end of April. But that is not the point,” remarked Hyvernat.

During COVID-19, many companies tried to figure out a new way to run their business, while
also aiming to create traditional economic value. Sterimed achieved it, but with a different
and unique purpose in mind—creation of social value. We call such companies altruistic and
found that their economic success comes only as a result, indirectly. Our five-year study
showed that they were continuously successful using their very specific, socially-focused
mode of business. This is proof that there is a new way to run companies. And it isn't just a B-
Corp way of working. Rather, it offers a solid and credible alternative to the “Chicago school”
approach for running the capitalistic firm (Friedman, 1970). COVID-19 reinforced this. We took
a fresh look to see how and what the altruistic corporations were doing.

Not wasting a crisis

Altruistic corporations are companies that serve unconditionally their customers, suppliers
and local communities through their core business processes (Getz & Marbacher, 2019).
Hence, they measure their success by, for example, how loyal their customers are, how
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supportive their suppliers are or how admired they are in their communities. Paradoxically—
but in fact, naturally—these altruistic corporations’ successes with the members of their
ecosystem translate indirectly into economic success. We observed this phenomenon in
several dozen companies across three continents, both public and private, in industries
ranging from banking and manufacturing to retail, pharmaceutical, and healthcare. Many of
these companies have been practicing corporate altruism for decades. Though altruistic
corporations differ from their competition both by their unique focus on their ecosystem
members’ good and—as a consequence—by higher economic performance, they remain
capitalistic firms. That said, they often allocate their after-tax profits more to further service
of the ecosystem members—and employee—needs than to shareholder needs, including in
the public companies and with the stockholders’ agreement.

That is the situation in normal times. Since crises are often said to be the true tests of the way
businesses are run, we followed up with several altruistic corporations we had studied and
added some new ones across many industries. Here is how and what they did during the
COVID-19 crisis.

In banking, advisors of the 200-branch strong UK division of the Swedish bank
Handelsbanken did not hesitate when one of its clients—a medical ventilator manufacturer
—asked for something which had never been done before. Faced with a surge in demand,
the manufacturer needed to place a massive purchase order for ventilator parts, a transaction
that would usually take 2-3 weeks to process. Handelsbanken's advisors managed to process
it in 7 days, by working into the evenings and even on weekends, thereby accelerating the
delivery of these ventilators to UK hospitals at the height of the pandemic. Remarkably, this
wasn't the first, but the third crisis, in which Handelsbanken distinguished itself. In the
early 1990s real-estate and the 2009 crises, Handelsbanken was the only Swedish bank that
did not turn to taxpayers’ money for a bail-out. On the contrary, Handelsbanken extended its
credit to individuals and businesses that were under strain, thus benefiting society as a whole,
instead of being a burden for it.

In the textile industry, LTC, a high-end French textile producer, also decided to help with the
demand for masks. On Friday, March 13, 2020, just at the start of the pandemic in France, they
developed a professional reusable mask made from washable fabric within 24 hours and set
the offer live on their website. On the following Monday, after receiving close to one million
visits and thousands of calls begging to sell the masks, LTC went into action. In the next 48
hours, they transformed all their manufacturing and supply chain to launch the non-stop
24/7 production of 150,000 masks produced and delivered to hospitals and other clients,
every day. Similar to Sterimed, LTC charged a price that just covered production and
shipping. What's more, they shared the design and specifications of the mask publicly thus
allowing other manufacturers to produce it too.

In food production, on March 24, 2020, Laurent Cavard, the CEO of Altho, a major potato chip
producer announced a 9% pay increase to all its delivery suppliers. What's more, Altho
backdated the increase a week and also pledged to pay any invoices immediately upon their
receipt.

In utilities, on the same day of March 24, 2020, EnergyVision, a Belgian provider of energy
transition solutions wrote to all its clients announcing a freeze in bills, stating that customers
wouldn't be charged for energy consumption for the following two months. The company
was already not charging clients for the initial studies of their energy infrastructure, or for the
costs of transitioning towards more efficient and greener solutions. EnergyVision were just
charging clients for energy consumption using transitioned infrastructures and at a price
much lower than what they had paid before. Now, this price has been brought down to zero.
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In insurance, on April 2, 2020, just after April fool's day, MAIF, an 8,000-strong French mutual
insurer announced that they were refunding €100 million back to its 2.8 million car insurance
customers. MAIF's experts observed a 75% drop in car accidents during the lockdown and
decided to refund this unpaid damage fund back to its customers whom they viewed as no
fools at all.

You may think that all of these companies could afford being altruistic during the crisis
because they were already doing well. Yes and no. Yes, thanks to their way of running their
business they were already outperforming their competition continuously. For instance, in
2020, MAIF was ranked as N°1 for customer relations in France in insurance for the 16" year
in a row, and Handelsbanken in Sweden outperformed its competition on profitability for 48
years in a row, while in the UK—its growing market—it was voted the best private bank four
years in a row, although its 200 branches are in retail banking. But it would be a mistake to
think that it's because of their financial strength that they had the chance to act
unconditionally for the good of their ecosystemn members. In France, none of the larger
competitors of MAIF returned any funds to its car-insurance customers—they all pocketed
the money.

There is something in the very way the altruistic corporations are run which makes them
pursue the good of their ecosystem members unconditionally. Something which explains
why these companies refuse to make profits in the inflated market, why they increase what
they pay suppliers, why they return their rightfully earned profits to customers, and why they
work extra hours during their time off without charge.

The altruistic corporations explained

Corporate altruism isn't business philanthropy—donating part of corporate profits. Neither is
it B-Corp or Benefit Corporations way of running business, where you try to balance the
simultaneous pursuits of social and economic value. Instead, altruistic companies focus
unconditionally on the creation of social value, wagering that the economic value will follow.
That means that if a specific business activity does not generate—or even loses—money, it's
fine for an altruistic company as long as it provides benefits to a part of the corporation’s
ecosystem. Amazingly though, we have found that this wagering is not simply a nice thing
to do, but that it leads to corporate success. More, we have also found that these crises reveal
how antifragile these companies are, a quality, which According to Nassim Taleb (2012),
denotes a system’s capacity—from weightlifters to entrepreneurs—not just to show
resilience or robustness but to become stronger while facing adversity.

Below are four organizational components explaining how corporate altruism leads to
success and antifragility.

» Socially-oriented and inspiring corporate vision. This depicts a company
unconditionally serving their ecosystem members—customers, suppliers, and local
communities—as well as employees, and viewing financial performance as a result
of these actions and not as their purpose. The vision must be larger than the
boundaries of the company and also be aspirational, thus allowing employees to
own it emotionally.

e CEO as a guardian for the vision. These CEOs view their first responsibility as
ensuring that everyone has ownership of the company’s vision and that it serves as
the criterion for their decision-making. The CEOs don't tell employees what to do
but ask: “Does what you are trying to do constitute the best way to serve our
ecosystem members as persons first and not as means to our business?”

» Autonomous action. Since all company employees know what vision they're
pursuing, decision-making and the power to implement ideas belong to them.
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Knowing the decision criterion, they have no need to ask managers which options
are best for each and every ecosystem member they deal with.

e Managers acting as servant leaders. Managers are not occupied with instructing
and controlling teams, but with asking them “what do you need in order to do your
best for the company's vision” or “what is preventing you from doing your best.”
Managers can then remove the obstacles to employee action and provide them with
the necessary resources (material, financial, time...) they need to act.

The FruitGuys, a Californian company delivering fresh fruit to offices, provides a great
illustration of how these four organizational components allowed them to thrive, as well as
to weather several crises, COVID-19 included.

Corporate altruism thriving in practice

Firstly, The FruitGuys' vision of doing all they can for customers was the very reason Chris
Mittelstaedt founded the company. In 1998, he was looking for a start-up that made sense,
when his friend mentioned to him that office employees really lacked healthy food. “If you
could do something to make them healthier, that would be great,” he said. Shortly after, Chris
started his business, not in a proverbial garage, but in his San Francisco apartment kitchen.
There, together with his wife, they prepared healthy fresh fruit baskets, which Chris would
then deliver to businesses who signed up to the idea.

The company took off. Doing all they could for customers soon extended to doing all they
could for the fruit growers too. Ed McGee was one of these, growing peaches that The
FruitGuys buyer Rebecca North described as so juicy that “when you've eaten one, you need
to take a shower!” One day though, Ed encountered a huge problem. Small rodents, gophers,
invaded his orchard digging tunnels and eating the roots of his peach trees.

Rebecca knew little about gophers, but she wanted to do all she could for Ed and so asked
him: “What can we do for you? What do you need?” Ed half-jokingly replied: “| need barn
owls.” She didn't know much about owls either, yet she continued to think about it and
shared the issue with Chris. A few months and calls later, the FruitGuys surprised Ed by
coming to his farm and installing four owl nesting boxes. Not long after this, owls came to
nest in them. To Ed'’s delight, since a barn owl can eat up to six rodents in a single night.

Rebecca, who is in charge of teaching other The FruitGuys employees how to interact with
farmers, sums up the company’s approach: “Real face-to-face interactions with farmers are
critical to the relationship. We want long-term relationships, not just one or two dates. We're
looking for a long-lasting marriage!”

Chris defines his life goal as “crafting business models that allow for people and organizations
to have a positive and healthy impact on the world”. This, in turn, drives “what FruitGuys is
and what it provides to clients, employees, community partners, farmers and the world at
large.”

Secondly, for this corporate vision of unconditionally serving the ecosystem members to be
owned by everyone, the role of CEO as corporate vision guardian was critical. It wasn't simple,
though.

From the very beginning, Chris did everything to explain to his employees how best to serve
customers, and he thought this was sufficient. However, one day a customer complained
about a particularly rude gesture one of The FruitGuys delivery drivers had used with a client.
This led Chris to a one-year introspection and to the elaboration of a more explicit philosophy
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of customer service that he called the 5Rs: be Respectful / Responsive / Realistic / Responsible
/ Remembered positively. In this way, Chris said, “I was able to teach the behavior that |
wanted, to make it part of the daily routine [instead of] explaining it every day.” This
philosophy was then extended to suppliers. From then on, Chris would say to his employees:
“Do whatever you think is necessary [to implement this philosophy], no matter what the cost.
You have carte blanche”.

Thirdly, enabling employees to internalize the company’s vision and philosophy allowed
them to act on their own when facing customer or supplier problems.

One day, while dealing with account receivables, Nicole Wagner called a major client about
the late payment of eight bills. “You tell me that you sent me these invoices electronically,
but | never received them,” Nicole heard how upset the customer was on the phone. She
apologized, admitting that she must have forgotten to check the box indicating that the
client prefers to receive invoices automatically via the data-transfer system. But the customer
was still upset because she now had to process the bills manually.

So, Nicole decided to act, “Ma’am, | am aware of how much trouble our mistake has caused
you: it's unacceptable,” she said. “Would you like us to just cancel these bills for you?” she
then offered. Totally taken aback, the client changed her tone and refused Nicole's kind
gesture, instead promising to pay the owed $320. Interestingly, Nicole used carte blanche,
but the client rejected the gesture.

Finally, as servant leaders, The FruitGuys managers are key, not only for giving employees the
responsibility and power to do all they can for customers and suppliers, but also in providing
them with resources they need to do so.

This all started with the CEO Chris telling everybody: “I'm not smart enough to come up with
the right answer, but let's ask really good questions to try to find out what the right answer
would potentially be.”

In the meantime, Nicole moved from account receivables into customer relations and then
became the manager here. One day, Mary —a member of Nicole's team - received a call from
aclientin Fresno, in north-eastern California: “You just delivered my box of fruit... The bananas
are all brown. | don't understand how you can deliver fruit in such terrible condition!” said the
client on the phone.

“We're very sorry. It must be because of the heat, nearly 40°. We should have sent you greener
bananas,” apologized Mary. “Is it alright if we send you another delivery tomorrow?” she
proposed. “No, it's not alright. | need this fruit today,” the client replied.

Though this was a very minor client for The FruitGuys, ordering just one medium-sized box
every week, Mary decided to act. Together with her manager Nicole, they called Meesy,
another manager in charge of the Silicon Valley warehouse. Together, they decided that
Meesy would get a company van and drive for three hours to deliver new bananas to this
client. Put differently, two managers helped Mary to do “all she could” for the client—who
could not believe it when the new fruit box was delivered to her on the same day.

The FruitGuys have relied on the four organizational components to provide unconditional
service to their customers and suppliers for the past 22 years, during normal times. However,
these same components have helped the company to weather multiple crises as well,
reaching 170 employees and over $35 million in revenue.
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Antifragile altruism in times of crisis

In 2000, two years after its foundation, The FruitGuys were struck by the dotcom crisis
because of their struggling Silicon Valley clients. The first thing many of them did was to cut
their “corporate benefits” budgets, including their provision of free fruits for employees. In a
short time, the company’s $1-million turnover was halved. To save his start-up, Mittelstaedt
had to lay off some of his employees and drive the delivery truck himself again.

Yet, Mittelstaedt called this crisis a “blessing in disguise.” Most of Silicon Valley's high-tech
firms took years to recover from the dotcom crisis, laying off many of their staff. This was not
the case for the low-tech The FruitGuys. In the meantime, many of the laid-off Silicon Valley
executives left to find work elsewhere, in Chicago or Dallas, in a trend described in the humor
of the time as “B-to-B and B-to-C: back to banking, back to consulting”. But they missed their
peaches and pears. So, having become used to their healthy daily fruit basket, some called
The FruitGuys to find out whether they offered the same delivery service in their new city.

This is the blessing Chris was referring to. Soon, The FruitGuys started opening branches
around the US and today, they serve 15 hubs delivering in 48 states.

COVID-19 has hit The FruitGuys even harder than the dotcom crash did. In a matter of weeks,
its revenue dropped by 90%. Chris recalls someone telling him to “moth ball” his business and
lay off everyone to stem the losses. He admits that financial logic did dictate this solution, but
it didn't sit well with the company’s vision and philosophy. Moreover, providing fresh fruit
became even more important during COVID-19 because of the health benefits of their
vitamins.

So, during the first week of the crisis The FruitGuys leadership team started to look for
solutions in line with its vision and “even at triple the losses incurred,” as Chris put it. Quickly,
they invented a home delivery business for private customers. In addition, they launched a
program to deliver fruit to people fighting COVID-19, adding the local commmunity to the
ecosystem they served. The team has also decided against layoffs, preferring instead a partial
furloughing of the workforce, all the while paying them 100% of healthcare. They also decided
to find work with other businesses for its delivery and packaging employees to avoid
furloughing.

At the time of writing, 93 out of 170 employees are furloughed, including some of the
leadership team who suggested the plan. Of the 77 remaining, The FruitGuys found 13 of
them temporary work in other businesses. Moreover, in one month the company has pivoted
dramatically from office to home delivery. They now have orders worth $90,000 per week,
reaching a rough breakeven point. The Paycheck Protection Program from the US
government will allow them to bring back employees to the reinvented company. They are
anticipating that only 60-70% of their corporate customers will come back and are looking at
growing their home delivery business to propel them forward so they can not only achieve
full employment again but actually exceed their previous annual trajectory.

A solid alternative to the “Chicago school” way to run companies

The FruitGuys and all the other companies we have mentioned found how to leverage their

business competencies and processes to act—also in times of crisis—for the good of their

customers, suppliers and local communities. But they did not achieve this through smart

financial analysis, focusing on profit or shareholder value maximization. Amazingly, they did

it by rejecting the unique financial orientation and instead, focusing single-mindedly on the

good of their ecosystem members. This allowed them to devise and implement—often
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pivot—massive solutions on a dime. Sterimed, for example, is considering—at the time of
writing—to turn their new import activities into a major business pole after the crisis. They
managed to do so because they weren't asking many questions, just one: “How can we
transform our processes to keep on serving unconditionally the members of our ecosystem,
as well as our employees?”

All crises end — that is what crises do. However, for many companies that won't be good news.
They may be unable to meet demand when it picks up—or exceeds normal levels— because
suppliers will have disappeared, clients will have fled and employees will have been laid off.
Like in Aesop’s fable, they will resemble the oak which breaks during the storm. And like in
this tale, altruistic corporations will resemble the reed which bent but did not break. They
didn't break because, after the crisis, just like the former clients who called The FruitGuys to
deliver them fruits in other regions, these companies are surrounded by members of their
ecosystem who haven't forgotten. The crises prove the superiority of the altruistic way of
running companies, but there is more.

There has been lots of talk about not wasting a crisis like this. Altruistic corporations show
that there is a credible alternative to the “Chicago school” way to run companies. This
alternative does not consist in balancing the creation of social and economic values, like B-
Corps or the 181 US top CEOs of Business Roundtable (Winston, 2019) offer. Instead of
pursuing financial performance which eludes you, you can use the crisis to refocus your
company single-mindedly on the common good, and—as a result and not as a purpose—to
thrive. It may not be possible for every company, but it's not too late to try.
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This impact paper provides an overview of the major challenges CFOs face in the light of the
current COVID-19 crisis when preparing their financial statements. In particular, CFOs need
to consider the magnitude of disruption caused by the outbreak to their business operations
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significant estimation uncertainty. Furthermore, the question arises whether the outbreak
represents an event before or after the end of the recent reporting period (FY 2019) which
needs to be discussed in the (current) financial statements of 2019. Also, CFOs need to revisit
the accounting for fair value estimates, expected credit losses (ECLs), impairments, and other
assets. Finally, CFOs should carefully assess whether these events or conditions may
compromise the company'’s ability to continue as a going concern.
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Accounting Implications of the COVID-19 Outbreak

The outbreak of COVID-19 and the consequent measures taken by many governments all
over the world happened exactly during the period of the year when many companies are
preparing their annual financial reports. Moreover, the uncertainty about the future evolution
of the situation raises a lot of questions and challenges with respect to accounting
measurement and valuation. What is the impact of the outbreak on different accounting
periods? How is it going to affect the company's going concern? Is it possible for CFOs in the
current situation to provide in their financial statements a “true and fair” representation
regarding estimations, judgments, and assumptions? This study examines and discusses
some of the most significant financial statements’ implications due to the COVID-19 outbreak
and provides actionable items on how to deal with the evolving situation.

The current coronavirus crisis has led many countries to disrupt firms' business activities.
Disruptions are more immediate and pronounced in certain industries such as tourism,
hospitality, transportation, retail, and entertainment, while there are also anticipated knock-
on effects on other sectors such as manufacturing and the financial sector. As the outbreak
continues to progress and evolve, it is challenging at this juncture, to predict the full extent
and duration of its business and economic impact. In the current situation, considering the
publication of the first studies and forecasts (see OECD, IMF, EU), probably no economic
activity in the world could have avoided considering itself affected by this situation.
Consequently, these circumstances may present a great challenge also for CFOs of
companies in their pursuit to address the financial effects of the novel coronavirus outbreak
when communicating with their stakeholders. These challenges are already present when
preparing financial statements for the year ended 31 December 2019 (the reporting date), but
even more as the approval of the interim 2020 approaches. Local regulators in almost all the
countries overwhelmingly affected by the COVID-19 have already adopted (or are on the way
to adopting) specific rules to face this exceptional situation, affecting, among many other
things, also the financial reporting and disclosures practices of companies (for example in
terms of deadlines for publication and approval of the annual reports). Also, international
standard setters (i.e. IASB, FASB) have reacted to this situation by amending the effective
dates of certain accounting principles (e.g. amendment of IFRS 16 Leases).

One of the biggest concerns comes from the fact that the financial and economic impact of
this pandemic disease is strongly dependent on facts, elements, and variables, that are
largely still extremely difficult to predict, even in general terms. For example, it is
unguestionable that the future evolution of this situation largely relies on two fundamental
elements: the results coming from scientific/medical research (i.e. vaccine and new effective
medical treatments) and the reaction of the population (in terms of compliance) to the
norms that regulate both the lockdown and the slow reopening (“back to normality”) that
will follow in many countries.

Consequently, from an accounting, reporting, and audit perspective, the challenge becomes
how each entity can “translate” the effect of those macro conditions into reliable estimates
of its own accounting metrics. Additionally, from a slightly different perspective, how can we
ensure that the decisions and estimations of different companies about this uncertain and
unprecedented situation would be compliant to the accounting principle and, moreover, will
be comparable, in order to protect the interest of investors, stakeholders, and markets?
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Analysis

The analysis that follows will examine the major accounting challenges that the COVID-19
outbreak is raising for both current and future accounting period(s), with the impact on
companies’ financial statements. CFOs, accountants, and auditors need to “do their best” to
provide “fair” and reasonable estimations, judgments, and assumptions in order to come up
with reliable results, reports, and disclosure, accompanied by clear supportive
documentation that provides evidence to their assumptions and estimates. Table 1 below
summarizes the key issues together with possible actions that a CFO can undertake to cope
with eachissue. A detailed analysis follows, which is developed with IFRS financial statements
in mind. The main conclusions, however, are consistent with other accounting regulations,
such as U.S. GAAP.

MAJOR ACCOUNTING ISSUES CFO ACTION ITEMS
TRIGGERED BY COVID-19 CRISIS

Does the COVID-19 outbreak represent | The COVID-19 outbreak can be generally
an event before or after the end of considered a non-adjusting event. However,
the recent reporting period (FY 2019) | due to materiality, the nature and the

which needs to be discussed in the implications of the outbreak, the implications

financial statements of 2019? should be discussed in the management
report.

Does the COVID-19 outbreak have CFOs need to revise their budgets, plans,

implications for the going-concern forecasts, and sensitivities, evaluating carefully

assumption of the company? the implications of the outbreak in terms of

liguidity, solvency, and profitability of the
company. In case of uncertainties, it has to be
reported that the going-concern assumption
might be subject to material uncertainties.

Does the COVID-19 outbreak affect Being a market-based measurement, fair
the fair value measurements of values will be affected. CFOs may be
assets and liabilities? challenged in evaluating carefully the

conditions for “active markets”. Assumptions
and judgements applied during the valuation
process should be documented. Moreover,
potential breach of loan covenants should be
monitored carefully, in order to prevent
potential problems in the company solvency.

Does the COVID-19 outbreak impact CFOs have to re-estimate the probability of
the expected credit loss (ECL) default of many borrowers, in order to evaluate
assessment under IFRS9? properly all their receivables, accounting for
adequate provisions for bad debts. While the
2019 ECL will not incorporate the effect of all
subsequent measures, the forward-looking
approach of IFRS 9 requires CFOs to anticipate
the future expected loss to the current period,
with the risk of amplifying the losses.
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Does the COVID-19 outbreak represent
a triggering event for non-financial
assets impairment testing?

The consequences of the outbreak of COVID-19
are clearly external indicators or events that
might require CFOs to perform impairment
tests for their non-financial assets. Moreover,
the outbreak of COVID-19 will impact all the
elements involved in the procedure of the
impairment test: the recoverable amount, the
estimated future cash flows, the discount rate
and even the book value of the non-current
non-financial assets.

Does the COVID-19 outbreak require
other financial statement
disclosure?

CFOs have to report in the financial statements
all the information that enables users of the
reports to understand the impact of the
outbreak on their financial position and
performance, such as additional information
about risk exposures, provisions for onerous
contracts, plans to restructure, changes in the
company’s objectives, policies and risk
management processes or methods, even if
this occurred after the reporting date.

Does the COVID-19 outbreak
specifically affect other sectors or
industries with particular
regulation?

Specific industries, such as insurance
companies, are directly affected by the COVID
outbreak, especially in a moment of transition
through a new complex accounting standard
(IFRS 17, further deferral of effective date to 1
January, 2023).

Does the COVID-19 outbreak affect
Lease Contracts Accounting under
IFRS 167

In this time of uncertainty, companies may
need to change their lease payment schedules,
resulting in lease modification accounting or
variable lease payments accounting. However,
the International Accounting Standards Board
plans to issue amendments by the end of May
2020 regarding a proposal on accounting for
lease modifications.

Table 1: Major accounting issues due to COVID-19 and actionable items

- Events before and after the end of the reporting period: determining whether an event is

an adjusting or a non-adjusting event is crucial and, in some situations, might not even be

SO obvious or simple.

Although the outbreak of the COVID-19 started originally at the end of 2019 (China made it
“official” on exactly December 31, most of the effects that have to be reported on annual
financial statements seem to be more a consequence of events that occurred later during
the first months of 2020. Nevertheless, a decision on whether an event is an adjusting or a
non-adjusting event becomes crucial and, in some situations, might not even be so obvious

or simple, and not only depending on a company’s reporting date.
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As adjusting events, according to IAS 10 “Events After the Reporting Period”, are those that
provide evidence of the conditions that existed at the reporting date (i.e. December 3l1st), the
crucial question that accountants and auditors have to ask themselves in making their
reporting evaluations is which event is relevant and at which date? (For example, in
evaluating a certain item, is it just the outbreak of the virus that has to be considered or the
restrictions and the measures adopted by Governments as a reaction?). In order to answer
this question, all the information available about the timeline, the nature and the cause-effect
of both the outbreak of the virus and the consequent measures adopted should be carefully
evaluated.

Reasonably, for reporting periods ending at 31 December 2019, the financial reporting effects
of the COVID-19 outbreak can be generally considered as non-adjusting events (with the
exception of going concern) as the outbreak itself did not directly have a significant impact
on markets, prices, and business until after the end of January 2020, when the World Health
Organization announced a global health emergency (even if the Wuhan Municipal Health
Committee issued its first urgent notice about the virus on 30 December 2019). If non-
adjusting events are material (as the COVID-19 reasonably is), companies have to disclose in
the notes to the financial statements, the nature and the implications of the Coronavirus and
of the other related events (i.e. Government restrictions and other reactions) and, possibly,
estimate their financial effects. As such, the nature and the implications of the outbreak
should be discussed in the management report.

For reporting dates after 31 December 2019, the outbreak and the consequent measures
could be both an adjusting or a non-adjusting event. Accountants and auditors will then
consider all the additional available information available for their assumptions, evaluations,
and assessments. Accordingly, an adjusting event for subsequent reporting dates should be
expected. For future accounting periods (and, obviously, for interim reports), COVID-19 will
become a current-period event that will require ongoing evaluations.

- Going_concern: the entity prepares the financial statements under going concern
assumption and BEFORE the issuance of financial statements.

The distinction between adjusting and non-adjusting events previously examined does NOT
apply to the going concern assumption. All companies (not only the ones directly affected by
this situation) have to assess whether these events or conditions may compromise the
company’s ability to continue as a going concern or, in the worst-case scenario, whether the
assumption of the going concern could still be considered valid for the preparation of the
financial statements. Going concern is considered to be one of the basic accounting
principles for general purpose financial statements.

Considering all the potential impacts (both direct and indirect) of the outbreak as well as the
measures taken by governments and other institutions, the management has to revise their
budgets, plans, forecasts, and sensitivities carefully evaluating the implications in terms of
liquidity, solvency, and profitability for their companies. Given the high level of uncertainties
about the future evolution of the situation and the consequent impacts, probably reviewing
the plans through a multiple (different) scenario approach would be the best option.
Additionally, significant attention should be devoted to the managerial decisions, the actions
and the plans that the company intends to realize in order to face the evolution of the
situation and to mitigate the effects that potentially raise doubts on the company’s ability to
continue as a going concern.
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- Fair value measurement: Assets and liabilities measured at fair value are affected, which
may lead to violating debt covenants.

Fair value is one of the key relevant measurement criteria for many items in IFRS financial
statements. Fair value is a market-based measurement (and not an entity-specific
measurement) that reflects the market conditions as of the measurement date. IFRS 13
defines fair value as the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants at the measurement date.

The current situation may create some difficulties in relation to the concept of “active
market”, especially when significant decreases in volume or activity (frequency) of
transactions affect the ability of the market price to match the definition of fair value,
although this situation does not automatically imply that the market is not active anymore.

Considering that the “fair value hierarchy” requires a preference for the use of “observable
inputs” (Level 1 and 2) rather than “unobservable” ones (Level 3), significant judgment from
accountants and auditors may be needed for assessing the relevance of observable market
data and whether they reflect orderly transactions in active markets.

When observable inputs and market data are not available, fair value measurement would
be based on “unobservable inputs” (Level 3) and become particularly challenging, given the
high level of uncertainty about the evolution of the situation and considering that the
circumstances may change rapidly and quite unexpectedly. Besides, it certainly requires
additional disclosures.

Developing assumptions (inputs) that market participants would use when pricing an asset
or a liability under current market conditions, including assumptions about risk, using the
best information available may not be easy.

In this contest, managers should seriously consider resorting to external valuation specialists
and push even further the level of transparency about the techniques, key assumptions,
sensitivities, and sources of the estimations.

Besides all the problems related to the fair value measurements, a significant change in the
value of assets and/or liabilities, market downturns and contraction due to the lockdown and
other restrictive regulation (i.e. social distancing, quota, etc...), instability in trading conditions
and shortages of cash flows may lead companies to violate debt covenants, incurring penalty
payments or increases in interest rates. This breach in the debt covenant may affect the
timing of repayment of loans and/or other liabilities and, consequently, the classification in
the financial statements of the related liabilities at the reporting date (i.e. current vs. non-
current). The key elements here would be the date of the breach of loan covenants (before
or after the reporting date), whether it is material or not, and the impact on the company
solvency (and, consequently, on the going concern assumption, as previously examined).

- Expected credit loss assessment: Accounts receivables, loans, leases etc. may have
decreased in value. In addition, IFRS 9 has a “procyclical effect” which makes banks
particularly susceptible to the highs and lows (saw-tooth) of economic cycles.

One highly probable (and quite obvious) consequence of this crisis will be a significant
increase in the probability of default (PD) of many borrowers. For example, many companies
should quite reasonably expect a deterioration in the credit quality (i.e. an increase in the PD)
for one or more entities, along their supply chain. The switch from an “occurred approach”
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(IAS 39) to a “forward-looking approach” (IFRS 9) has an implication for all companies to
anticipate and account for what they expect the loss to be, evaluating and estimating how
the current and the future economic conditions are supposed to impact on the expected
credit loss (ECL).

This approach has significant consequences on companies in almost all sectors and
industries. First of all, it will clearly have a huge impact on banks, lending businesses and
financial institutions, as they probably expect a deterioration in the quality of their credits
(loan portfolios). Secondly, these effects will probably also affect all other investments (made
fromm any type of company) in any interest-bearing financial assets (e.g. bonds, lease,
debentures). Finally, it will probably have quite a huge impact on the trade receivables. In this
context, companies with a shorter cash cycle, low amounts of trade receivables, will be less
impacted.

The disclosure of the estimated financial effect should be quantitative information about how
the outbreak is expected to affect the ECL allowance based on the information available after
the reporting date but before the financial statements are authorized for issue. From a
practical perspective, this would often mean running the ECL exercise again with, or
adjusting it for, the latest available information on a date close to when the financial
statements are authorized for issue.

- Non-current assets impairment: Future cash flows are much harder to predict when
conducting impairment tests.

According to IAS 36 non-current non-financial assets with indefinite life (such as goodwill)
have to be tested for impairment annually. Additionally, other non-financial assets have to be
tested whenever there is an indicator that those assets might be impaired. The
consequences of the outbreak of COVID-19 are clearly events that might indicate
impairment. Consequently, many businesses may have to consider additional testing for
impairment of their non-financial assets.

Besides, the outbreak of COVID-19 will impact almost all the elements involved in the
procedure of the impairment test: the recoverable amount, the future cash flows, the
discount rate and even the book value of the non-current non-financial assets.

First of all, in the impairment test, the recoverable amount (as the higher of the value-in-use
and the fair value net of the costs of disposal) has to be determined and compared with the
book value of the asset. As the value-in-use is mostly determined from the net present value
of the expected future cash flows from the asset or cash generating unit (CGU), it is
reasonable to assume that both the forecasted future cash flows and the discount rate will
be deeply affected by this situation.

As for the future cash flow estimations, changes in economic, market and specific sector
conditions must be considered and, given the high level of uncertainty, a multiple scenario
and probability-weighted approach, combined with data and simulations from official
external sources (such as central banks and reliable international studies from respected
organizations) may be suggested.

Additionally, both the two basic components of the discount rate (the risk-free rate and the
entity-specific risk premiums) will be affected. Even if the risk-free rate for some countries
(measured as the yield on long-term government bonds) has decreased in the last months
(due to the increase in prices in some government bonds), this decrease is fully offset by the
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increase in risk premiums related to the uncertainties and the rise of risks for the specific
company. In order to not overestimate the phenomenon by double-counting some
elements, it should be checked that the discount rate does not include the impact of any
factor that has already been considered in estimating the future cash flows.

Last but not least, due to some changes in market conditions, in the company strategy or in
operational activities, the useful life and the residual value of some non-current assets might
be changed and, consequently, its depreciation schedule (or even its depreciation method),
affecting the book value of the asset.

- Other financial statement disclosure requirements: Entities should disclose information
that enables users of the financial statements to understand the impact of the outbreak on
their financial position and performance up to when the statements are authorized for
issue.

IFRS 7 requires an entity to disclose information about the nature and extent of risks arising
from financial instruments to which it is exposed at the reporting date (‘risk disclosures’).
Entities should review whether their risk disclosures provide sufficient information that
enables users of financial statements to evaluate the risks to which the entity was exposed
as of 31 December 2019. In light of the developments of the novel coronavirus outbreak,
additional information about risk exposures may have to be given, or in a different form than
before. For example, concentrations of risk could be extremely relevant as those
developments affect different geographical areas, economic sectors or customer segments
differently. Also, in light of those developments, the exposure to liquidity risk and how it is
managed might be more important and relevant to users of the financial statements now
than it was for past reporting periods.

In addition, if the entities have changed their objectives, policies and processes for managing
risk, or the methods to measure it, that should be disclosed. Even if this occurred after the
reporting date, that information might be relevant to users of the financial statements for
the same reasons that underpin the disclosure regarding non-adjusting events in IAS 10.

- Other accounting estimates: A specific focus could be on the impact on the insurance
sector, which is undergoing a “transition phase” through the adoption of the new IFRS 17
(combined with IFRS 9).

Insurance companies will be deeply affected by the COVID-19 both on their operating
activities and on investing activities, which are rigorously combined. Moreover, around 80%
of the liabilities of an insurance company are represented by technical provisions and
reserves, which come from complex future actuarial estimates that will be deeply impacted
by this situation. For these reasons, huge pressure for further postponement or even changes
to the new accounting regulation specific for this sector is being raised. Most insurance
companies had already adopted (long before the COVID-19 outbreak) the “deferral
approach”, that allowed them to postpone the adoption of IFRS9 (especially for the
evaluation of their assets) up to the adoption of the “new” IFRS17 (especially for the evaluation
of the insurer liabilities, technical provisions and reserves). Now, the COVID-19 outbreak is
going to put more pressure on deferring the “combined” adoption of IFRS9 and IFRS17 for
those companies.
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Conclusion

CFOs need to consider the magnitude of the disruptions caused by the outbreak to their
businesses and adequately disclose the information on those assets and liabilities that are
subject to significant estimation uncertainty, in order to provide stakeholders with a better
understanding of the financial implications. The financial implications of the outbreak will
put more pressure on CFOs, asking them for evaluations, estimations, and decisions that
cannot be “delegated” as well as applying rules to what is called a “VUCA” situation. They will
get out of it not simply by mechanically “applying” accounting principles and rules, but by
courageously using the most out of their expertise, knowledge and professionalism.

Also, regulators will need to take into account the disruptive effects of the current situation
and try to carefully balance their role of “protection” of the stakeholders’ interests (in terms
of access to transparent, reliable and adequate information) with the uncertainties, concerns,
and issues for the companies in providing the requested information to the market.
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The impact of the COVID-19 pandemic on global employees

The rapidly increasing global interdependence of the world economy has led organisations
to strategically use international assignments to manage the demands that come with it
(Dowling, Festing, & Engle, 2017). With globalization on the advance, and barriers to travel
and remote communication having almost vanished, global careers are no longer limited to
traditional expatriates (Caligiuri & Bonache, 2016). On the contrary, global work has become
very diverse (McNulty & Brewster, 2019). The large pool of global employees today not only
includes different forms of expatriate assignments (for example, long-term, short-term, self-
initiated). Other work forms where permanent relocation to another country is not the norm
(for example, international commuting, virtual teamwork, global domestic work) are also
gaining popularity (Shaffer, Kraimer, Chen, & Bolino, 2012). This development has gone hand
in hand with the rising number of global careers (Brookfield, 2015) and is in line with findings
- also from alumni of ESCP Business School - showing that international business education
and international work experience are important drivers for career success in a global
environment (Schworm et al.,, 2017; Suutari, Brewster, Makela, Dickmann, & Tornikoski, 2018).

The beginning of the COVID-19 pandemic abruptly interrupted this continuous
development. All over the world, economies are facing tremendous challenges as global
trade has declined, travel is restricted, businesses are struggling to survive and consequently,
employees are being furloughed or even dismissed in large numbers, to name just a few of
COVID-19's detrimental effects on the world economy. As global employees are a crucial
group within internationally operating organisations and are directly affected by the decline
in cross-border business activities, especially where global physical mobility and work
routines are concerned, it is important to understand their situation, respective changes and
challenges when preparing for after the crisis. This makes this target group an interesting
subject for our research. Based on a survey conducted among global employees before the
start and during the first intense phase of the pandemic, we aim to find out how the COVID-
19 crisis has affected global employees and discuss potential implications for leaders and
human resource management (HRM) in practice. We would like to acknowledge that this
study has been conducted with the support of the Renault Chair of Intercultural
Management. Itis part of a larger research project on global careers conducted together with
Margaret Shaffer and Benjamin Blake (University of Oklahoma/USA).

Methodology

Sample

Based on data we collected from a sample of different types of global employees in January
2020 (n = 524), we surveyed the same sample again in April 2020 (n = 344). According to the
data provided by Johns Hopkins University (2020), this is both prior to and after the official
outbreak of COVID-19. Both surveys were conducted using a panel provider; respondents
were asked to report their current global work role. To account for the variety of global
careers, we included corporate and self-initiated expatriates, short-term assignees,
international business travellers, international commuters, global virtual team members, and
global domestics. Our final sample consists of 126 women and 218 men, 121 respondents
reported not having any children. The average age is 47, the average organizational tenure
amounts to 10 years. Work experience shows a mean value of 25.5 years. Most respondents
indicated their first nationality to be British (n = 287).
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Survey

We used established measures and scales to capture the various forms of global work, job
satisfaction and subjective career satisfaction in both studies. In the second study, to consider
potential effects of the COVID-19 pandemic, we additionally included measures on perceived
job stress and perceived job insecurity, as well as on the extent to which respondents
experience their role requirements to be different (role novelty) in April compared to January.
Besides, an open question invited respondents to state how the COVID-19 pandemic has
affected their work role.

Findings, Discussions, and Implications

In the following sections we highlight a few of the very recent results of our study including
changes in the role of the global employee, the role of gender and parental status as well as
job and career satisfaction in the first phase of the COVID-19 pandemic.

Decline and changes in global work roles

Overall, we find tremendous changes in the global work settings of the investigated global
employees. More than two thirds of our respondents (236) stated that they perceive their
work role differently than prior to the outbreak of COVID-19. Among these, there are 70
respondents who do not even see their role as being global anymore and three respondents
who report being unemployed. In terms of the quality of change they experienced, four
aspects seem to be prevalent: working from home (33%), facing uncertainties (financially,
and/or regarding the future in general; 25%), changes in interactions (25%), and travel
restrictions (20%).

The impact of changes in global work roles

In order to gain a more detailed understanding of global employees’ experiences, we focused
on the extent to which the perceived changes in work roles are also reflected in changes in
work routines and what impact they have on respondents’ feelings of job insecurity.

To learn how exactly their work routines have changed (role novelty) in the context of the
crisis, we asked respondents to think about different aspects of their work. While for the
overall measure of role novelty, results indicated moderate differences, it was reported that
interactions changed the most, followed by both tasks and methods and lastly the skills
required to do the job. It is plausible that those respondents who perceive having changed
their work role reported higher extents of role novelty regarding tasks, skills, and methods
than those who do not. Only interactions are reported to have changed equally for all global
employees. This can be explained by the huge impact of the social distancing and increased
virtual work measures on interactions in general. Thus, changes in work roles are
accompanied by changes in work routines. These findings could stipulate actions from
leaders and HRM supporting employees in adapting to the new situation (e.g., working from
home) and leading and motivating teams with digital means.

The results regarding role novelty also give reason to assume differences in respondents’
feelings of job insecurity since it is well known that changes at work can cause uncertainties
on the side of the employees (Cullen, Edwards, Casper, & Gue, 2014). Indeed, while, overall, we
find a medium level of job insecurity, the perceptions are significantly higher for those
respondents who assess their global work role as different from prior to the pandemic.
Although these findings are only an indicator of the impact that changes induced by COVID-
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19 may have and do not allow for causal interpretation, they may again have implications for
leaders and HRM. Both could make an effort to buffer COVID-19's crisis effects through
intense communication. Being aware of and addressing potential uncertainties of global
employees in these times may help them to better concentrate on their actual work and to
stay motivated. This is in line with findings from the literature on international assignments
which point to the need for support for assignees, especially in transition states before the
assignment, at the beginning of a stay abroad, and upon repatriation to the home country
(for a summary see Dowling et al., 2017).

The impact of gender and parental status on the perceptions of global employees.

Another interesting aspect in times of COVID-19 is global employees’ perceptions of job
stress. While the stress level across all investigated global employees reaches a medium level,
those with children report higher levels of job stress than those without children. It also
seems that they cannot benefit from positive developments in the same way as persons
without children can, e.g., in terms of increases in job and career satisfaction.

When looking at the overall results we found a significant interaction between gender and
parental status. Men without children reported a lower level of overall role novelty than both
men and women with children. With schools and childcare facilities being closed in most
countries, these findings indicating that having children makes a difference do not come as
a surprise. In fact, this is probably not even specific for the group of global employees.
However, these results can lead to the suggestion that leaders and HRM are well advised to
pay attention to the struggles of working parents. Supporting them to manage these
challenges can not only increase commitment and identification with organisations. It can
also help to retain job performance under these difficult circumstances (Lam, Liu, & Loi, 2016).

Job and career satisfaction of global employees

For job and career satisfaction we compared results from prior to and after the outbreak of
the pandemic. Interestingly, for the overall sample, both job satisfaction and career
satisfaction increased after the outbreak of COVID-19. Therefore it seems that despite the
important implications of the crisis, most of the investigated global employees still see
positive effects on a personal level. However, the analysis of the interaction between gender
and parental status shows that job satisfaction only increased for women without children
but not for women with children. Interestingly, this is not the case for the male respondents,
possibly indicating that females, even as global employees, might still take on a larger share
of the burden of childcare. Another somewhat surprising effect is that career satisfaction only
increases for men without children but not for men with children.

We can further note that role novelty is significantly associated with job satisfaction. This is a
sign that the role change — despite being most probably caused by the crisis and for some
being a source of uncertainty — has been positively interpreted by the respondents. However,
job insecurity is negatively related to both job and career satisfaction. As mentioned above,
this requires listening, a reassuring communication and support from the employing
organisation in order to avoid negative performance effects (Cullen et al., 2014).
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Conclusion and Outlook

The COVID-19 pandemic has unexpectedly hit our globally interconnected and
interdependent (business) world. While we cannot reverse time, we can focus our attention
on how to constructively manage the associated challenges and what we can learn from it.

Global employees in times of COVID-19

While the results of our study leave no doubt that the pandemic poses challenges to
individuals and organisations in the global context, the situation for global employees could
be worse. Only three of them indicated being now unemployed and 83 respondents even
indicated that COVID-19 did not affect them at all. Uncertainties were mentioned only by 67
of the 344 global employees in our sample. Without neglecting that for some individuals the
situation surely is extremely challenging, or even threatening their existence, most global
employees seem to be rather privileged in that their jobs are relatively safe. Similarly, even
before COVID-19 they were confronted with requirements that may have prepared them well
for the crisis, e.g., in terms of digital maturity or the ability to react flexibly to new situations
maybe making them more resilient than other types of employees. In this sense, being a
global employee, maybe even having gone through international education as offered by
ESCP Business School (for an analysis, see Schworm et al., 2017), may pay off, not only
financially.

The impact of COVID-19 on organisations, leaders and HRM

For organisations and leaders or HRM in particular, the pandemic can be used as a starting
point for positive and future-oriented developments. The somewhat surprising fact that, at
least for global employees without children, job and career satisfaction were significantly
higher after the start of the crisis suggests that organisations can learn from this situation.
For example, the higher job satisfaction could in part be due to the implications for
employees of using digital means instead of traveling and working from the office. It creates
more flexibility to combine work and private life and opens the opportunity to stay longer in
one place. Using the digital infrastructure and new work routines that are currently being
built to meet the challenges of COVID-19 could enable companies to create more flexible
workplaces, in line with the trend towards New Work. In this context, asking their global
employees about the positive lessons learned from the crisis could represent a fruitful
starting point for organisations and their (global) employees to find some benefits in the
COVID-19 pandemic.

With our findings, we hope to contribute to the discussion on a constructive and future-
oriented approach to the COVID-19 pandemic, both for practices around the management
of global employees as well as for future research.
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Management has historically been associated with a fascination for numbers, considered to
be the basis of enlightened decision-making, scientific analysis and self-proclaimed objective
evidence. The fruit of this belief is the phenomenon of “governance by numbers” (Supiot),
characteristic of modern societies and economies. But the illusory nature of faith in figures
has been extensively examined in the field of philosophy: numbers are a source of power, but
this power operates by simplifying reality (Nietzsche), reducing life in all its complexity to a
series of quantifiable values and totally failing to comprehend what constitutes “dignity”
(Kant). Taking as our starting point these philosophical perspectives, some contemporary
and some more long-established, we seek to illustrate some of the illusions which stem from
decision-making founded (exclusively) on numbers, while also examining the managerial
consequences of moving beyond this blinkered approach in the context of a public health
crisis. In order to do so, we prioritise the sound judgement of individuals, as well as their
capacity to unlearn old certainties.
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Life is not a quantity: philosophical fragments concerning governance
by numbers

In recent months our societies have chosen, for the first time in their history, to prioritise the
preservation of human life over the health of the economy. This choice has revealed two
things: humanity's progress in the field of humanity, and the limitations of the cult of
numbers which is a common feature of contemporary organisations. For researchers in
management sciences, the urgent question raised by this choice is as follows: are we right or
wrong to pilot our organisations using statistical dashboards, thus allowing the figures to
take charge? Our aim in this paper is to offer a historical and philosophical analysis of the rise
to power of numbers in our societies, the process by which “calculocracy” conquered our
organisations. We shall then attempt to define the contemporary expression of this
phenomenon, namely “governance by numbers,” (Supiot, 2015) before proposing a few
potential avenues for further research as management seeks to reinvent itself in response to
the sheer incalculability of the current catastrophe.

The apotheosis of numbers, a historical approach

Numbers have historically occupied a central role in Western modernity, with mathematics
considered to be both a field for philosophical and scientific reflection, and also one of the
keys to understanding the world (Everett, 2019). Tradition holds that Plato’'s Academy had the
following warning engraved above the door: “Let no one ignorant of geometry enter here”
(“medeis agedmetretos eisitdé mou téen stegen,” Plato, 1966: 445). In the Republic, Plato also
asserts that calculus and arithmetic, the science of numbers, “lead the mind on towards
truth,” (Plato, 1966, VII-526a: 284) because they deal with the very essence of things. Later in
Book VIl he asserts the superiority of arithmetic over geometry. The theories and philosophies
of numbers which have emerged since antiquity are syntheses of many influences, regarding
numbers both as a tool and as a key to understanding the world. Numerical studies already
occupied a central position in education. The late classical and medieval tradition which
originated with Boethius identified four numerical disciplines: arithmetic, geometry,
astronomy and music (also considered to be a numerical discipline in the Pythagorean
tradition (Mattéi, 2001)). Together they made up the quadrivium, the numerical counterpart
to the trivium, the trilogy of disciplines founded on logos: dialectics, rhetoric and grammar
(Rouche, 2003, Tl: 169).

The Western fascination with numbers became ever more manifest during the Renaissance
and the Enlightenment, culminating in an apotheosis of science whose purest incarnation
was held to be physics: the mathematical expression of reality in the form of rigid laws. Since
its earliest beginnings, management has been closely aligned with this cult of numericity:
Luca Pacioli, the man who popularised dual-entry accounting from 1494 onwards (Pacioli,
1494, P. 1, L. 9), was first and foremost a mathematician steeped in the ancient tradition,
fascinated by the “golden ratio” or “divine proportion” (Pacioli, 1509) as both a tool for
architecture and the arts as well as a symbol inherited from ancient hermeticism (Neveux &
Huntley, 1995). The sea change initiated by F. W. Taylor and F. Gilbreth in the late 19th century,
with their search for the “one best way” (Taylor, 1902) and the “scientific” approach to the
division of tasks and labour (giving us scientific management) firmly entrenched the
importance of figures and numerical evaluations in all areas of management (Power, 1999).

The transition we now associate with the Enlightenment, from so-called “traditional”
societies to societies founded on Reason, chimes with the desire for emancipation evoked by
Kant in What is Enlightenment? (Kant, [1784], 1985: 209-217). The ascendancy of Reason and
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the supremacy of science brought with them a promise of justice and freedom which
resonated throughout the 19th and 20th centuries (Bouilloud, 2012): it is worth recalling that
Lenin was an avid reader of Taylor, publishing articles on his work in Pravda as early as 1913
(Lenin, 1913, 1975: 594-595; Scoville, 2001). In more recent times this phenomenon has given
rise to a “passion for evaluation” (Amado & Enriquez, 2009) which is no longer limited to the
financial or technical aspects of management, having also invaded the fields of individual
management and HR, domains which for many years seemed to be protected from this
creeping numericization. Economic actors have played a prominent role in this process:
Vidaillet (2012) has amply documented the fear but also the desire for evaluation, preferably
a “positive” evaluation, and the ambivalence displayed by workers in relation to these
numericized assessments. Evaluation is always a form of control, a symbol of the “social
extension of the normative,” (Foucault, 2001, T. Il: 74) an additional constraint upon our
freedom. But, at the same time, evaluation is also perceived to be a source of justice, an
instrument for obtaining recognition, praise where praise is due. It can also be seen as a force
for emancipation since it removes the suspicion that we are being hoodwinked, lifting the lid
on a reality which was heretofore hidden from view. Which is why our telephones and
computers are now loaded with applications designed to evaluate and compare, helping us
to find the lowest prices for flights, hotels and other services, giving us the impression that
we are better informed, and thus better equipped to choose.

In fact, as Weber observed, power is regularly obliged to find new ways to express its rational
and legal legitimacy. It is interesting to note the major role which measurement and
quantitative objectification have long played, and still play, in this process of challenging
traditional authority. This mode of legitimation is constructed around a “result” to be
achieved, dictating the way in which the organisation will be “governed” since the objective,
enshrined in numerical assessment criteria, serves as a tool for directing the activities of
managers and their teams. Measurement thus replaces judgement since measuring is,
ultimately, a form of judgement. (Dujarier, 2015). To put it another way, governance by
numbers tends to impose a normative, unequivocal style of management which leaves little
room for interpretation or conflicting opinions.

The numerical illusion, a philosophical approach

Nietzsche's critique of modernity’'s excessive reliance on numbers is part of a broader attack
on the emphasis placed on work, the drive to consume and the avidity for material gain
which are the defining features of consumerist modernity. In Nietzsche's view, numbers are
always associated with power and strength. “In matters of strength numbers always prevail,
because they have the greatest strength.” (Nietzsche, 1972: 263). Numbers impose their
strength upon us, dragging us out of the hazy realms of the undefined and unquantified.
Numbers put an end to all debate by enforcing a sense of finite space: counting and
qguantifying is a first step towards controlling — as any company auditor will tell you. But this
overlooks the fact that numbers are a somewhat futile human construction, resting on the
assumption that things have a strictly-defined identity, a hypothesis which Nietzsche
contests. In order to count we must downplay differences, lumping together entities which
are singular and thus different, schematising and simplifying:

“In all scientific demonstrations we always unavoidably base our calculations

upon some false standards [of duration or measurement]; but since these

standards are at least constant, as, for example, our notions of time and space,

the results arrived at by science possess absolute accuracy and certainty in their

relationship to one another. One can thus keep on building upon them — until

reaching that final limit at which the erroneous fundamental conceptions, the
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constant underlying faults, come into conflict with the results established.”
(Nietzsche, [1878], 1993, Tl: 453).

Numbers lead us to misrepresent reality, and for Nietzsche this problem was inherent to all
of the models and representations we rely upon to understand the world in which we live.
“To a world which is not the fruit of our own representation, the laws of number are wholly
inapplicable: such laws are valid only in the world of mankind.” (Id.: 454)

Nietzsche's critiqgue of numericized modernity also embraces the importance afforded to
science, our obsession with work and the subjugation of time to modern imperatives. In his
view our time is increasingly counted and filled on our behalf, a situation which Morin
recently described as the “confinement of immediacy.” For Nietzsche, in the modern world,
“One thinks with a watch in one’s hand even as one eats one’s lunch, whilst reading the latest
news of the stock market — we live as if we were always at risk of ‘missing out on something'."
(Nietzsche, [1882], 1982: 219) In another philosophical tradition, this world in prey to rampant
guantification, or even quantophrenia, would be described as “alienating.” In short it
represents an affront to the irreducible individual on an intimate level, the level of his or her
dignity.

What is “governance by numbers”?

In Alain Supiot’s view (2015), the increasingly widespread use of the term “governance” can
be directly linked to the growing power of figures in contemporary society, a pre-eminence
achieved at the expense of the law. Supiot is a legal scholar specialising in the labour market,
and he considers governance to be a socio-economic system based on calculation. In this
system, the law itself is superseded by calculations of utility. But this “dream of harmony”
through calculations has since become the preserve of liberal democracies, which have also
adopted economic calculations as the primary regulating force of their political systems.

In his analysis, however, the problem with current modes of governance — in the international
political, public and private spheres - is that they are founded exclusively on a quantitative
approach to problems, even with regard to cultural and civilizational values which are, by
definition, unquantifiable. He cites as an example the way that economic thinking has
invaded contemporary attitudes to the practice of law, while also soaking up influences from
certain theories of management such as game theory, and which by definition “would leave
no room for somebody like Jean Moulin, nor anybody else who, for better or for worse, holds
certain values to be more important than their own life.” (Supiot, 2015: 192). But, as he is at
pains to point out, “it is not mathematics which governs the alliances formed by humans, it
is the need to strike a balance between the differences in our labours and the similarity of
their needs.” (ibid.: 116).

We might also turn to Immanuel Kant to lend some theoretical weight to Nietzsche's
critique. His Groundwork of the metaphysics of morals contains a very neatly-phrased
explanation of the difference between that which has a price and that which has no
“equivalent,” namely that which has its own dignity:

“In the realm of ends everything has either a price or a dignity. What has a price
is such that something else can also be put in its place as its equivalent; by
contrast, that which is elevated above all price, and admits of no equivalent, has
a dignity.” (Kant, [1785], 1985: 301).

But governance by numbers subjugates everything to the logic of prices, including those
things endowed with “dignity.” (Bouilloud, 2012) Governance thus becomes an end in and of
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itself, asserting the supremacy of prices and basking in the illusion of justice created by the
systematic use of numbers and evaluations.

To put it another way, governance by numbers tends to impose a normative, unequivocal
style of management which leaves little room for interpretation or conflicting opinions. This
in turn gives rise to a misinterpretation of the term “measurement” when used in a
management context, as Supiot himself points out, since it often “neglects the importance
of the rules of quantification.” (2015, p. 120). In other words, the processes of compilation,
comparison and interpretation which are inherent to “measurement” are generally absent
from the processes of governance as they ultimately apply to employees. As Desrosieres has
shown (2000), the ultimate political purpose of quantification is often indiscernible, despite
the fact that it remains the ultimate justification of the whole process. Quantitative practices
in organisations, presented as accounting obligations, are thus revealed to be a form of ex
post justification which is actually driven by its own intrinsic considerations.

Conclusion: from the “good enough manager” to the virtues of unlearning

Ultimately, while science is comfortable enough with uncertainty, politics is not. 8 Science is
willing to accept indecision over long periods of time: certain famous hypotheses have
remained unproven for centuries, such as Fermat's last theorem. But politics is a very
different world, one where decisions need to be taken and indecision is unacceptable in the
long term.

Management exists somewhere between the two. On the one hand, it is a field of study which
considers itself to be scientific, while on the other hand it must satisfy the demand for
decision-making, required for the day-to-day running of the organisational polis. In this
respect, the concept of bounded rationality as developed by March and Simon represents a
realistic model of the way in which decisions are taken within organisations, something akin
to an ersatz version of a rational ideal — a choice which is merely satisfactory rather than
optimal —which exists in a specific temporal context, determined by the information available
at that time. The current crisis is a perfect illustration of this phenomenon in action: our
elected leaders and the leaders of our international institutions, in the midst of a public health
catastrophe, are called upon to make decisions every day. They make decisions which they
feel to be satisfactory at the time, but they can never be absolutely certain that they have
made the right choice. But it is nevertheless worth reiterating that, in times of uncertainty,
only dignity can provide a moral compass. Numbers alone are no longer sufficient: they are
shown to be fundamentally incapable of governing, because they too readily conflate cost
with value. The value of a colleague (e.g. a nurse or doctor) within the chain of care is not
directly correlated to their salary. And protective masks and gowns may not cost much, but
their value is immense because of the lives they save.

As it turns out, the “good enough manager” (Deslandes, 2020) and his/her human
understanding of control seems infinitely preferable to a situation in which our critical
capacities have been entirely sacrificed to the power of algorithms and numerical norms. In
short, refusing to lose faith in our judgement appears to be an essential pre-requisite when
it comes to resisting the temptation to surrender control to the dashboards of governance
by numbers and the infinite calculations of algorithmic governmentality, instead keeping the

8 Science has long embraced uncertainty: from Francis Bacon's experimentum crucis, the crucial experiment which
decisively determines whether or not a hypothesis is valid, to Popper’s theory that it is all a matter of conjecture and
refutation, uncertainty is a driving force behind scientific exploration. Popper also argued that the only certainties
were negative ones: theories exist in a state of perpetual probation, always at risk of being superseded by a new
theory which would render them insufficient, invalid or unnecessary.
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power to act in human hands. This view is founded not solely on the fact that organisations
are shaped by a whole host of factors which are not immediately quantifiable (the satisfaction
of achieving an objective, solidarity between individuals, the desire for recognition etc.), but
also on a more fundamental consideration, namely that statistics and computer
programmes are worthless unless accompanied by an “enlightened use of figures.”
(Charolles, 2016, p.100). In short, when we describe figures as a means of “getting at the truth”
about an organisation, what we are really describing is the possibility, which transcends the
numbers themselves, of comprehending the way these figures were designed and
constructed. Without this critical reading, this sense of perspective, we run the risk of
mistaking numbers for essential ontological realities, when in fact they are simply symbols of
abstract equivalence. Only a critical approach to managing organisations, which leaves
sufficient room for managers to exercise their faculties of judgement, can imbue numbers
with meaning.

What are the implications of this upheaval for the way in which management is taught?
Perhaps if we want the “general” managers turned out by our business schools to go on to
become specialists, like interns in medical schools, developing their cross-disciplinary,
systemic and over-arching knowledge, then we need to seriously reconsider the role of
culture and the humanities in management training. In this respect the signatories of the
critical engineering manifesto (httpsy/criticalengineering.org), primarily engineers
concerned about the risks of "algorithmic bio-hygienism," represent a source of inspiration
for a new vision of managerial education.

A potential source of de-automation can also be found in the recommendations put forward
by Ordine (2017), an Italian literary critic and acknowledged expert on Giordano Bruno and
the Renaissance, who argues for a new philosophy of education, indirectly rejecting the polite
utilitarianism and cult of numbers which currently dominate most management studies.
Ordine argues that the useless is as much a part of humanity as the useful: the sciences, the
arts and all other forms of intellectual and spiritual curiosity are not necessarily dependent
on ideas of usefulness, and it is precisely this which makes them important; indeed, this
capacity to transcend utilitarian considerations is an essential prerogative and privilege of
humanity. Hence the importance, in Ordine's view, of ensuring that our educational system
does not “gradually kill off the memory of the past, the humanities, classical languages,
teaching, free research, creativity, art and critical thinking.”

Ordine's book contains a useful lesson for our purposes (as management scholars and
educators): before considering their usefulness to the system, it is important for managers to
remember that there will always be a certain portion of their working experience which is
resistant to quantification. For instance, the satisfaction of completing a project, mutual
assistance between the members of a team, the frustration we sometimes feel at work: none
of these things is immediately quantifiable, calculable or profitable. There are some things,
like respect and dignity which our *“calculocratic” systems and their obsession with
usefulness will never be able to apprehend.

In some respects, the role assigned to numbers in management is the humble task of
reducing uncertainty, maintaining the illusion of hermeneutic evidence: while words can
have multiple meanings, numbers appear to represent undeniable proof, a manifest
univocity akin to objectivity. In the context of the current Covid crisis, an immense challenge
for scientists as well as those in government, political debate has by and large deferred to
“the science.” Should testing be exhaustive or targeted? Lockdown or no lockdown? Is
chloroquine effective? Politicians have fallen for the supposed certitude of science,
transforming political debate as we know it. Nonetheless, this crisis represents an
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opportunity for organisations to develop by adopting an approach to management which is
more aware of its own weaknesses (Deslandes 2020), finding in this acceptance a source of
strength, and transforming organisations into forums of collective dialogue which
acknowledge the importance of the incalculable. Because life is not a quantity.
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The key role of shared identity, trust and overarching goals in the
Post-COVID-19 era

More than ever, the Covid-19 crisis is leading companies to realise how fragile they are in
the face of unexpected fluctuations in their ecosystem. The Covid-19 crisis and the
fluctuations that it generates is a prime example of what is expressed in the military term
VUCA which stands for Volatility, Uncertainty, Complexity and Ambiguity.

After the initial shock, the use of ad hoc solutions allowed companies to continue to
function. However, it's widely acknowledged that in the near future they will be called to
find sustainable solutions to continue to operate and perform in the post-COVID-19 era.
Yet, what can we say about these solutions? Will it be a redefinition of the organization's
mission? of new strategic choices? of new working methods? the invention of new
processes? of new modes of leadership? the integration of new skills ? and/or the overhaul
of the company's corporate culture?

In a recent publication, Jared Diamond (2019) describes seven case-studies in which
individuals and nations cope with crisis and change. In all these cases, twelve conditions
allow to overcome the crisis and display resilience through selective change. What about
companies?

Companies are living organisms that operate in complex ecosystems. These ecosystems
bring together various actors linked by interdependent relationships. In the current crisis,
which we liken to a Tipping Point® (Gladwell, M. 2000), it is difficult to predict what the
future fluctuations will be as well as the strategic choices of the actors that make up the
ecosystem. Moreover, this complexity is compounded by companies’ internal complexity
induced by the diversity of their social bodies.

Among the necessary conditions evoked by Diamond (2019) for the successful
management of the crisis, flexibility, i.e. agility as a response to external fluctuations, is key.
Since they have no possibility of control and influence over the fluctuations generated by
COVID-19 and its consequences, in order to create the necessary conditions for agility,
companies will have to reduce their inner complexity. This means that they will have to
make their organizations solid and capable of adapting quickly to the requirements
imposed by their external environment. To achieve this objective, the understanding and
acceptance by the company’s social body of the current stakes and of the need for such
strategic decisions and organization is very important.

Inspired by social-psychological studies which analyse individuals’' functioning in societies
we will focus in the following sections on three elements which allow companies to
decrease their internal complexity and therefore to reach the required agility: shared
identity, trust and overarching goals.

9 « The time at which a change or an effect cannot be stopped », Cambridge Dictionnary
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Shared identity

Organizations are complex arenas of interaction between the actors that make them up.
Their objective is to create value for their internal and external stakeholders. Their
structure is the scene of complex interactions between their agents who, despite their
cooperative interdependence® (Deutsch, 2011a) maintain relations of a mixed nature,
sometimes cooperative and sometimes competitive. Among the elements that foster
competition between agents of the same organization we quote the mind-set and the
specific behaviors associated with each function, the limitation of resources, the
information uncertainty or the different ways of representing their own positions and
roles. A major part of these elements is closely related to each agent's professional identity
and contributes to create a particularly complex internal environment defined as a
cooperative conflictuality. This latter must be sought at the individual level and more
specifically within the professional identity dynamics hosted and nurtured by the
organization. In order to decrease internal complexity and allow an organization to be
agile in the face of external shocks, what leverage can be offered by the creation in its
social body of an overarching and solid professional identity?

Before answering this question we need to gain a better understanding of the process of
identity construction. One of the most popular social-psychological theories of personal
identity, the Social Identity Theory developed by Tajfel and Turner in the mid-1980s, states
that individuals consciously consider themselves as a part of a larger social group. This
belonging leads them to experience emotional, cognitive and behavioural consequences.
In other words, any individual feeling part of a group (in-group) will have specific
perceptions of reality, will experience specific emotions and behave in specific ways which
will be common to the majority if not to all the members of the group. Members of the
same group will also share the same definition of their own place in society and
consciously or unconsciously, will compare themselves to the others. This process of Self-
Categorisation that results in the establishment of distinctive categories (in-group /out-
group) is completed by another, unconscious process, that is activated in case of social
comparison, the process of Self-Enhancement. This latter consists in systematically
favouring the group to which one belongs, and this operation allows the individual to
maintain a positive social identity. Finally, a strong identification with one's own group (in-
group) will result in behaviours which allow one to maintain the positive identity of the
group, putting one's personal goals on hold and focusing all efforts on achieving the
group’s collective goals.

Within organizations, it is no longer a question of social categories but of professional
categories, the members of which share the same perception, the same emotions, the
same behavioural patterns and the same idea or representation of their role. Before the
crisis generated by COVID-19, three major evolutions (globalization, digitalization and
individualization) impacted the strategy and the working methods of organizations and
by that favoured the emergence of new more individualistic professional identities. They
also led top executives to set new individual and collective goals more oriented towards
the short term. As H. Mintzberg wrote in 2009, in the aftermath of the economic crisis of
2008, "decades of short-term management had inflated the importance of CEOs and

© M. Deutsch defined two situations of social interdependence: i/ competition or negative interdependence,
whenever the goals of one party cannot be reached if those of the other party are, and ii/ cooperation or
positive interdependence, whenever the fulfillment of one party’'s goals relies on the fulfillment of those of the
other party
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reduced the others in the corporation to fungible commodities" which contributed to
increasing organizations' cooperative conflictuality, thereby fostering individual concern
and leading to the disengagement of employees from the company's project.

In the light of the theory of social identity and all the teachings it gives us about the
consequences of a strong identification of the individuals with the group in which they
believe and feel they belong to, companies should now create all necessary conditions to
foster a shared corporate identity, to build a solid community. This means instilling in their
social body a “caring about our work, our colleagues, and our place in the world”. In other
words, it is more essential than ever to build or recall the common identity built on
similarities and on the need to be together in the endeavour to stand stronger after the
crisis.

Finally the effect of this reactivated shared identity on the emergence of agile, yet
coordinate behaviours, of all members of the organization is reinforced by two additional
elements: trust and the existence of overarching goals.

Trust

Trust is not tangible; it is a cognitive and emotional state that involves an intention to
behave. It is made up of the body of knowledge we have about the "target" person of our
trust or defiance, by the emotions that the evocation of this "target" person generates in
us and by the intention or not to take the risk of making us vulnerable to this person.

The research literature on trust covers many fields, economic, sociological, psycho-
sociological, and gives us hundreds of definitions of this key concept in the understanding
of the decision process and of human behavior.

A concise and broad definition of trust is the one given by Gambetta (1988). According to
this author "Trust embeds one's acceptance of vulnerability, uncertainty and risk taking
to another’s possible but not expected ill behavior toward one”. In other words, trust is not
built during situations of a quiet professional routine but involves three elements that
potentially generate anxiety and frustration: vulnerability, uncertainty and risk. Lewicki
and Brinsfield (2015) provide important methodological elements for measuring the
components of trust beliefs and trust behaviors. These elements include personal
predispositions, context parameters as well as the history of the relationship between the
parties involved.

In the current highly constrained context, organizations need more than ever to rely on a
confident, solid and united social body. Therefore, why is it important to focus on intra-
organizational trust in the post-COVID-19 era? Many answers can be given to this question,
all of which corroborate the fact that human behaviour is determined by the degree of
trust that individuals attribute to their environment and to others. This degree of trust is
the determining factor in the achievement of the desired goals. In other words, the more
the social body of the company will have confidence in its leaders regarding the
management of the post-COVID-19, the more it will accept its vulnerability and will direct
its behaviour towards the achievement of the commmon objectives, even if these objectives
imply uncertainty and risk.

How can trust be built or regained? To answer this question it is necessary to specify that

trust is complex and multiple. It is built up over time and is based on tangible evidence,

which should not be underestimated by managers who invite their employees to trust
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them. Lewicki and Bunker (1996) distinguish between three types of trust: calculus-based
trust, knowledge-based trust and identification-based trust.

The first type (calculus-based) results from the power to reward or sanction the other in
the event of non-compliance with commitments. It is a question of saying "l trust you
because if you do not provide proof of your commitment | can punish you" or "l trust you
because | promised you that if you keep your commitments | will reward you". This mode
of trust, which can produce the expected behaviour, has a limited life span and is based
on a very instrumental perception of the other. However, in organizations where the
potential for trust is very low, it can be a turning point, a first step in the ascent towards
lasting trust, provided only if given promises are followed by proofs.

The second type of trust (knowledge-based) is based on knowledge of the other through
previous interactions in situations involving a certain degree of risk. "I know you so | know
if I can trust you". Although this type relies on a more elaborate cognitive process than the
simple mechanical response of the calculus-based trust, its lifespan is limited to the
medium term and its presence is not totally guaranteed during operations of deep and/or
brutal change in an uncertain context, which requires determination and psychological
endurance on the part of the individual.

Finally, the third type of trust (identification-based) is based on identification with the
other. It results from a shared identity, which we developed in the previous section. This
type of trust is solid, is not instrumental and is at the origin of behaviours oriented more
towards the interest of the group than towards one's own interest. The fundamental
elements of this type of trust are the group's values and the meaning of its own actions. In
the presence of an identification trust, these actions will take place regardless of the
sacrifices or risks involved, provided they serve the common good.

Hence, reactivating a shared identity will allow the whole social body to unite around its
leaders and to ensure consistency in short-term and in long-term action even if it involves
a high degree of risk, thanks to an unshakeable trust based on identification with the

group.
Overarching Goals

The existence of clear overarching goals is the third condition that must be taken into
consideration by leaders who wish to reduce the internal complexity of their organization
in order to make it more agile in the face of external fluctuations. This condition, strongly
related to the two previous, deserves a particular focus inasmuch as, although more
tangible than identity or trust, it can generate important dysfunctions due to poor
communication between actors.

The term "super-ordinate goal" was first presented by M. Sheriff (1953) who ran a series of
experiments devoted to intergroup cooperation and competition. In these experiments
he created spectacular conditions of negative interdependence between two groups with
a common cooperative past. He then curbed this competition through the appearance of
super-ordinate goals, i.e. goals whose realization requires the cooperation of all the actors.
These experiments have shown that a turnaround fromm competition to cooperation is
possible if the groups hitherto hostile to each other make repeated efforts in situations
where their mutual cooperation is necessary for the resolution of urgent crises of a vital
nature.
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As in Sheriff's experience, in their race for performance, today's organizations have more
often divided rather than united the professional groups that make them up by setting
more individual and less collective performance objectives. They have indeed encouraged
their agents to pay countless attention to the bottom line and to hold themselves
accountable only for their own field of delegation, all this in a time-frame that keeps
getting shorter and shorter, in a context of scarce resources and of lack of communication
on global strategy. This managerial approach has hence encouraged the emergence of
internal competition and has reinforced organizations' inner complexity.

In the current context, how companies will respond to the external fluctuations of the
post-COVID-19 era will depend on their ability to create inner cooperation, i.e. to engage
their stakeholders in the repeated pursuit of super-ordinate goals. Although the quote of
AM. de la Haye may sound extreme: "It's terribly easier to make people who didn't know
each other hate each other than it is to reconcile people who hate each other", it allows
us to understand that in order to weaken internal competition, leaders will have to
communicate repeatedly and clearly their organizations' overarching goals and to clearly
operationalize these goals so that everyone can act individually and collectively in the
global interest.

Conclusion

In response to the objective of supporting organizations in the post-COVID-19 era, we have
presented what the impact of three social-psychological factors on corporate
performance would be in a context of vital and particularly demanding stakes. Although
these three factors - shared identity, trust and overarching goals - do not encompass all
the complexity of current organizations, they highlight the importance and determinant
role of the human factor, particularly in the context of the current crisis. We hope that
these few pages will help the leaders who read them to ask themselves the right
guestions, to feel concerned by the diagnosis and by our recommendations and to act in
the right direction.
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Virtual teamwork and employee well-being: The Covid-19 effects

Teamwork is a key organizing principle in modern organizations. Most workers,
particularly in industries characterized by knowledge intensive and complex tasks, belong
to teams whose performance is dependent on effective communication and
collaboration. Over the last two decades, teamwork has become increasingly virtual (e.g.,
Bell and Kozlowski, 2002). Virtual teams (VTs), contrary to traditional ones, need to work at
a distance, often in different time zones, and across organizational boundaries by means
of a range of digital technologies (Breuer et al., 2020).

Research into VTs shows that their unique characteristics (e.g., their different types of
dispersion) often lead to discontinuities (Watson-Manheim et al., 2012) affecting team
performance. Though not all of these issues have been explicitly investigated in the extant
VT literature, it is likely that these discontinuities lead to feelings of isolation,
misinterpretation, and ultimately, reduced employee well-being (e.g., Gilson et al., 2015). In
fact, Gilson et al. (2015) argue that despite well-being having been seen as theoretically
linked to team performance, and although VTs are ideal environments for creativity and
innovation (Chamakiotis et al., 2020), we lack an understanding as to how VTs influence
well-being, and then, how that may affect team performance within this context.

Following from the above, the key question we want to explore in this paper is: How does
virtual teamworking influence worker well-being? The current context of confinement
makes this question particularly relevant, given that nearly all knowledge work has
become suddenly virtual due to the Covid-19 crisis. The immediacy of the pandemic has
forced the rapid transformation of traditional teams into virtual ones. This expeditious
change may pose additional, still under-explored, challenges to employee well-being.

This paper provides a theoretical analysis of employee well-being in Covid-19 emerging
VTs building on the job demands-resources (JDR) model (Bakker and Demerouti, 2007).
In what follows, first we present the key elements of the theory. Second, we apply such
elements to analyse the demands and resources experienced by teams transformed into
VTs as a result of the Covid-19 emergency. Finally, we offer preliminary practical
managerial and organizational insights.

Job demands-resources model (JDR)

The JDR model was originally developed to explain how job characteristics are connected
to employee burnout. This connection relies on two fundamental propositions (Figure 1).
First, the JDR model claims that all types of job aspects (physical, psychological, social or
organizational) can be categorized in one of two groups: job demands and job resources.
Job demands refer to elements of the job that require continued effort, let it be cognitive,
emotional or physical. Role overload, role conflict, urgency or uncertainty, exemplify job
demands. Job resources refer to aspects of the job that are useful in terms of (a) meeting
work objectives, (b) diminishing job demands and their associated cost or (c) encouraging
employee learning and growth (Bakker and Demerouti, 2007). Job security, role clarity,
autonomy or performance feedback are commonly cited job resources.

Second, the JIDR model proposes that these job characteristics are connected to employee
well-being through two differential psychological mechanisms (Bakker and Demerouti,
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2007). On the one hand, the health-impairment process posits that excessive sustained
job demands (for example ongoing uncertainty) deplete employees of energy, leading to
exhaustion and strain. On the other hand, the motivation process assumes that job
resources contribute to employees fulfilling needs of autonomy, competence and
relatedness (Ryan and Deci, 2000). For instance, receiving constructive feedback can help
individuals see the purpose of their effort, motivating them to engage further. In addition,
the model postulates two interactive mechanisms: (a) job resources may mitigate the
positive relationship between job demands and job strain (for example, having a
supportive boss may reduce the negative influence of uncertainty); and (b) job resources
have a stronger influence on motivation when job demands are high (receiving
constructive feedback is more beneficial for those who deal with ongoing tight deadlines)
(Bakker and Demerouti, 2007).

Figure 1: The JDR model
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(Bakker and Demerouti, 2007; p. 313)

Virtual Teams (VTs) and well-being

Demands and resources may change significantly as a result of alterations in work design
and organization. The Covid-19 crisis has abruptly pushed organizations around the globe
to embrace new ways of working which entail changes in the when, where and how work
is conducted (Van Steenbergen et al., 2018). Millions of workers are now working remotely,
obliged to transform their homes into productive work environments, engaging with their
teams at a distance, while facing potential illness. Some are surrounded by their families,
facing interruptions, noise and increased housekeeping work. Others are confronted with
enduring solitude. For most, boundaries between work, family and personal time have
virtually disappeared. Although there are important lessons to be learned from the extant
VT literature which offers useful accounts as to how working remotely may influence
traditional management, the current lockdown has introduced additional challenges, yet
to be explored. In this unprecedented context, demands and resources may have
drastically shifted. In the following subsections, we analyse how this shift has occurred and
its consequences.
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Job demands in Covid-19 VTs and the health-impairment process

First of all, Covid-19 has generated role conflict, which occurs when individuals experience
incompatible demands (llgen and Hollenbeck, 1991). This is often the result of
simultaneous demands emerging from two or more role senders with incongruent
requirements. Work-family or family-work interference are examples of role conflict.
During the lockdown situation, this type of demand has rocketed. Individuals have been
obliged to attend to different roles simultaneously (e.g., worker, caregiver, housekeeper).
Whereas before, these could be separated into different physical spaces and times of the
day, at the moment they co-exist with diffused boundaries. These roles can pose
conflicting demands, which undermine the individuals’ capacity to perform any of them
satisfactorily. For instance, it is very likely that trying to teach an online higher education
class while caring for a toddler results in unsatisfactory performance at both tasks,
engendering feelings of frustrations and anxiety. If in normal situations telework can
increase role conflict when all life is mandatorily confined at home, such conflict is likely
to be exacerbated.

Second, there has been an increase of role overload. Role overload happens when a person
feels incapable of properly fulfilling the requirements of their various roles (e.g., employee,
parent, etc.) because of the collective demands such roles impose on them. In other words,
individuals can be saturated from having too much to do in too little time (Duxbury and
Halinski, 2014). During the crisis, many people have had to assume new roles (such as
teacher for home-schooled children or shopper for elderly parents) that they may not be
trained for and require significant effort. Moreover, in the work sphere new tasks resulting
from the use of distance communication technologies (e.g., learning how to use digital
tools) create additional demands. It is plausible that the assumption of new roles and tasks
makes individuals feel they have insufficient time and energy to fulfil them all, resulting in
work overload. Moreover, being unable to leave work at work, having severely diminished
boundaries may pose problems in terms of detachment, rendering psychological recovery
more difficult.

Third, employees may be facing increased role ambiguity. Role ambiguity exists when the
expectations and steps that need to be fulfilled in order to perform a role are unclear or
dubious (llgen and Hollenbeck, 1991). The sanitary crisis has demanded companies to
adapt drastically to attend to their clients’ needs (e.g., increased online services, new
interaction methods, etc.), potentially modifying the roles of many employees. At the same
time, opportunities for role clarification have decreased. For instance, context and the
informal conversations that take place at work can help people clarify their roles.
Observation of colleagues and work dynamics may shed light on expectations and
requirements that may otherwise be missed or misinterpreted. In combination, new or
evolved roles and decreased opportunities to learn from contextual interactions increase
the likelihood of role ambiguity.

Role conflict, role overload and role ambiguity increase the degree to which employees
experience their jobs as burdensome. They can drain a person’s mental and physical
energy and may spark a negative self-image with employees doubting their ability to
perform sufficiently. As a result, they have been connected to poorer health and well-being
(Duxbury and Halinski, 2014).

The fourth growing form of demand is job insecurity, which involves uncertainty regarding
potential involuntary job loss. For many workers, the current situation has brought about
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doubts regarding their organization’s capacity of surviving the crisis and preserving their
jobs. Others may expect decreased opportunities to advance their careers. There is
substantial evidence to argue these forms of uncertainty can induce serious strain,
particularly for young workers with strong career orientations (Cartwright and Cooper,
20009).

Having explored the changing nature of job demands in the current context, we now turn
to discuss how job resources may have changed due to the Covid-19 lockdown.

Job resources in Covid-19 VTs and the motivation process

Job resources can be offered to employees at three different levels: organizational,
interpersonal and individual (Bakker and Demerouti, 2007). At the organizational level,
crises have the potential to undermine participatory decision-making processes. For
example, Spain has declared a state of emergency, restricting the autonomy of its regional,
autonomous communities and centralizing administrative power and decision-making
for the duration of the lockdown. Organizations may well be tempted to follow suit, first,
in order to make quick, efficient choices and second, because they do not have the
channels to engage in distant participatory processes. However, participation in decision-
making has been argued to be a relevant job resource because it enables employees to
raise their voice and craft organizational roles and routines.

The emergence of Covid-19 has the potential to particularly affect interpersonal resources
such as support from colleagues. Although digital technologies are keeping VTs
connected, as noted earlier, informal interactions that happen at the interstices of work
can easily decline both in quality and quantity due to physical separation. The exchange
of supportive tacit or sensitive information may particularly suffer if all communications
are mediated by technology. In addition, the increase of job and non-job-related demands
may hinder overloaded colleagues from helping out.

Similarly, performance feedback may be reduced at the individual level. It is possible the
lack of face-to-face interactions between employees and their direct supervisors might
decrease opportunities to ask for and to give informal feedback. As far as discretion and
control are concerned, both an increase and a decrease are plausible. On the one hand,
teleworkers have reported increased autonomy in deciding when they work. Employees
now working from home may be better able to decide when to start and finish work than
they were previously when working from the office. On the other hand, employees
working remotely in these unusual circumstances may feel more controlled by
technology. For instance, because of decreased on/off work boundaries, some may feel
pressured to answer e-mails in the late evening or during weekends.

A reduction in job resources is likely to affect employees’ ability to fulfil their basic
psychological needs (Ryan and Deci, 2000). For example, reduced social support will
probably affect the realization of relatedness. Similarly, lower levels of performance
feedback may influence feelings of competence. In addition, following job-demands-
resources theory, it is probable that the impact of demands on well-being worsens.
Indeed, if employees have fewer resources available to them, they cannot mitigate the
negative effect of demands. This is particularly problematic in a context where demands
seem to be on the rise.
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Practical managerial and organizational insights

The analysis provided in this impact paper highlights the changing nature of both job
demands and job resources in the context of formed newly VTs due to the Covid-19
lockdown. Drawing on relevant literature, we suggest that employee well-being in this
context may be menaced by increased job demands and diminished job resources.
Organizations can work at three different levels to palliate the situation.

* Reinforcing job resources: Given that there are less resources in the current
context, organizations can allow more flexibility so that employees can create their
own temporal boundaries and work at their own pace. Maintaining a close
connection between VT leaders and members can help mitigate feelings of
isolation and reinforce their sense of belonging. Similarly, it is equally important
that the right systems be put in place to enable and protect employee voice.

« Developing VT specific job resources: Transitioning into virtual working suddenly
means that most workers converted without the relevant technical (e.g.,
infrastructure) and social (e.g., training) preparations. Organizations should invest
in their information systems by, first, providing the relevant technology to support
adequate operations. They should also invest in people’s training to ensure that
workers develop familiarity with, and ultimately expertise in, the required digital
technologies. Further to formal communications, it is important that a social
context be maintained to allow for informal conversations to take place among co-
workers. For instance, workers can be encouraged to allocate time for social
interactions before or after scheduled meetings. Organizations should also be
explicit about respecting their employees’ privacy when interacting through the
company’s systems. Finally, organizations should explicitly advise their employees
on issues relative to work-life balance within this new context.

« Prioritizing job demands: To avoid the risk of being overwhelmed, employees who
have gone virtual should be given strategic direction as to which objectives are
essential and which ones peripheral, so that they can prioritize accordingly. Issues
of role clarity and how roles may have been modified to accommodate the
lockdown situation are particularly important. Lastly, organizations should revisit
which projects should continue, which ones should be modified and how, and
which ones may be non-essential and thus postponed, in order to ensure that job
demands remain manageable.
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Abstract

This impact paper discusses four practices that can help practitioners transition from
traditional (physically collocated) to virtual (computer-mediated) working environments:
(@) maintaining a virtual social context; (b) selecting technologies according to the task at
hand; (c) adopting leadership styles tailored to the virtual environment; and (d)
establishing (new) work-life boundaries. The four practices are important not only in terms
of transitioning, but more importantly in terms of creating and maintaining a sustainable
working environment that can promote productivity and enhance workers' sense of work-
life balance over time.
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Best practices for effective and sustainable virtual working

There exists a wealth of academic literature on virtual teams (VTs) and virtual working
which is generally presented as a geographically dispersed and computer-mediated
environment that challenges traditional management theories based on the physically
collocated working environment. This literature, developed within the last two decades,
takes a focus on temporary VTs that may be formed on the spot for a specific project and
are then disassembled upon completion of the project at hand (e.g. Chamakiotis et al.,,
2020).

Currently, we are witnessing a steep rise in virtual or remote working due to the Covid-19
pandemic which has led to a complete lockdown and a need to work from home for large
part of the working population worldwide; a number of organizations across industries
had to transition from traditional, physically collocated working into virtual working from
home from one day to another and without the necessary preparations in terms of
equipment and training. This has led to a widespread challenge, generating uncertainty
as to how to create an appropriate working environment at home.

In what follows, | draw on the extant VT literature and my own experience of research and
teaching in this area for over a decade, and discuss four practices which can be help
practitioners to not only transition into virtual working, but more importantly to create a
sustainable virtual working environment. Though the VT literature is largely based on
temporary VTs whose members do not know one another prior to the VT launch, there are
important lessons to be learned, as discussed below.

First practice: maintain a virtual social context!

Not being able to see your colleagues face-to-face does not mean that you should not
socialize. Transitioning into virtual working with colleagues with whom you have been
working face-to-face means that there exists an established social context already. Given
the importance of the social context for the development of trust, the existing social
context must be maintained in the virtual environment. VT members have been found to
focus too much on work tasks, underplaying the importance of social interactions. In order
to maintain a pleasant and constructive culture, the new virtual environment should be
designed in a way that promotes informal socialization. A good idea for a team that has
‘gone virtual' is to start their meeting with a coffee and have a chat about topics outside
work before starting to speak about work.

Second practice: select the ‘right’ technologies!

Despite the availability of numerous different types of information and communication
technologies (ICTs), it is important to understand that there is not a one-size-fits-all
approach when it comes to selecting the right ICTs. Naturally, some of us may tend to
select synchronous ICTs, allowing for real-life communication. However, relevant theory
suggests that different types of ICTs might be better for different types of tasks (Dennis et
al., 2008). Therefore, before establishing the ICTs that could support a specific project, we
should recognize which ICTs are likely to serve better the tasks at hand; while synchronous
ICTs might work better for a joint brainstorming session online, for example, an
asynchronous ICT might be preferable for storing or sharing.
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Third practice: adopt suitable (e-)leadership styles!

Though some of us may be experienced leaders in the face-to-face environment,
switching into virtual working may require alternative (e-)leadership styles. The following
four styles have been presented in the VT literature as pertinent e-leadership styles and
they can work either on their own or in combination with one another (Chamakiotis and
Panteli, 2017).

* Centred leadership: This leadership style is commonly found in traditional
(physically collocated) working environments, whereby one person has the overall
responsibility for a project from start to end. In digital environments, a centred
leader often coexists with another type of leadership, such as the ones presented
below.

« Emergent leadership: Although an appointed leader may already be in place, in a
digital environment we see people emerge as leaders during the lifecycle of a
project, either to step in and help with an unexpected task, or because they have
expertise in a specific aspect of the project. It is important to allow and encourage
colleagues to emerge as leaders, although they may not have been formally
appointed as leaders upfront.

» Shared leadership: Due to the geographical dispersion characterising digital work,
we often see that different individuals lead different stages or different aspects of
the project. This is often due to their specific area of expertise and it is usually
successive in nature, with one leader handing over the baton to another person
once they have completed their task.

« Co-leadership: While shared leadership is successive in character, co-leadership is
a leadership style whereby two or more teammates assume the responsibility for
two different tasks (or components of the project) at the same time. Therefore, co-
leadership is simultaneous, rather than successive.

Fourth practice: revisit work-life boundaries!

Although ICTs are the primary enabler of VTs, offering us unparalleled flexibility and the
ability to work from home, they also create problems for us, often referred to as paradoxes:
as Mazmanian et al. (2013) have argued, although ICTs give us the opportunity to work
anywhere, anytime, we often end up working everywhere, all the time. To protect,
therefore, our work-life balance in the context of the Covid-19 lockdown, it is worth
considering the following four strategies:

« Deciding where to work: Designating a specific space in our homes, within which
we can conduct our work, and establishing rules preventing us from working
outside that space, can help us create a spatial boundary separating work from
non-work activities.

« Deciding when to work: Capitalizing on the temporal flexibility offered by ICTs,
and in order for us to be able to fulfil both our work and non-work commitments,
it may be a good idea to create a working day that is tailored to our personal (and
family) circumstances and that might differ significantly from the traditional 9-5
working day.

« Deactivation or silencing of notifications: The proliferation of smartphones and
mobile technologies has led researchers to conceptualize notifications as
‘interruptions’ that may disrupt our work activities or create work-life imbalance
(Chen and Karahanna, 2014). To minimize the negative effects of such
interruptions, one can deactivate or silence all work-related notifications on their
personal devices.

« Different devices for different purposes: Segmenting work from non-work
activities (Sayah, 2013) can be achieved by using separate devices for different
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purposes, which may help us to ‘switch off’ and to maintain a sense of work-life
balance while in lockdown.
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As lockdown exit begins cautiously, as companies reopen their doors and as employees
prepare mentally to return physically to their workspaces, it is time to draw the first lessons
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opportunity to reinvent management in the post-industrial era.
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When teleworking questions the meaning of work: Managerial lessons
from the Covid-19 crisis

We have learned through this crisis to work and manage differently. So be it. But this
involuntary learning has been done in a hurry, under stress and sometimes even painfully.
Such a drastic change in our work habits could only be made under duress. This is a far cry
from the progressive teleworking projects, with pilots, feedback, etc., which have been
implemented in the past. Besides, can we really talk about teleworking? In a matter of
days, employees who were able to do so, found themselves pursuing their professional
activity at a distance, confined to their homes, installed as best they could in unsuitable
workspaces (dining room table, sofa, kitchen counter), equipped or not with tools enabling
them to work at a distance, and surrounded by their families living in the same situation.
Overnight, a new segmentation between professional and private life had to be invented.
In less than 24 hours, we all became experts in remote work and management...

The primacy of managerial maturity

The crisis has highlighted a key element in the digital transformation of organizations: it
is less a question of tools, however sophisticated they may be, than a state of mind. Of
course, a minimum level of equipment and connection is required to function properly at
a distance! However, a company's digital maturity is measured first and foremost by its
ability and willingness to experiment with new, more open, more horizontal ways of
working. The last few weeks have made it possible to clearly distinguish between digital
maturity (at company level) and managerial maturity. Faced with a sudden, brutal and
full-time shift to remote work, it is first and foremost managerial intelligence and maturity
that we need.

| propose to distinguish here three postures adopted by remote managers: the first
concerns those managers who have tried, against all odds, to do "the same at a distance",
the second refers to those who have not been able to cope with the distance component
in managing their collaborators, and the third relates to those who have been able to
successfully adapt to the situation.

Managing with blinkers

Our first manager is the one who has tried, whatever the cost, to continue practicing his
or her activity in the same way as in a face-to-face environment. One concern: to conceal
geographic distance. Let's take the example of managers who are used to spending their
lives in meetings, and have continued to do so, at a distance. It didn't take them long to
realize that face-to-face and distance meetings are significantly different. Remote
meetings require more concentration™, as it is much more difficult (and sometimes
impossible) to decode the non-verbal communication of the participants. It is also more
tiring because you are online all the time, without any breaks. It provokes anxiety because
everyone is constantly confronted with his or her own image as it is displayed on the
screens of their managers, colleagues or co-workers. And this anxiety is accentuated by
the fact that, in these difficult times, family interruptions are frequent and difficult to
control, especially for people with young children at home. Nevertheless, the manager

2 https://www.bbc.com/worklife/article/20200421-why-zoom-video-chats-are-so-exhausting
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who does not want to change will continue to maintain the same rhythm of meetings, will
generously allow 45 minutes for the lunch break, and will only see distance as a constraint,
without ever seizing the opportunities that it may bring. Finally, in this case, proximity
appears to be a lost paradise.

Managing in anguish

The second case is that of the anxious manager, because even though teams can exist
without a manager, can a manager exist without his or her teams? From this point of view,
remote management creates anxiety, and this is one of the reasons why it has been so
hard to implement teleworking in France. In order to manage distance as well as possible,
and to maintain his/her legitimacy as a leader, this manager will amplify "micro-
management" behaviors, wanting to know about everything that's going on, as well as
trying to control all the interactions. The explosion of remote surveillance software in the
United States is a perfect illustration of this. Some software can take a photo of the
employee and his or her computer screen at regular intervals to check that he or she is
"working"®.

For some managers, distance generates an almost pathological need for reporting. And if
remote employees understand that, they will try to quell this anxiety by informing their
managers of everything that is going on, by copying them in on all their emails, by calling
them all the time... If the managers feel burned out, they will only have themselves to
blame! This category includes managers who have not understood that attendance time
is only an indicator of... presence, and not of the work actually done. These are the same
managers who will insist that the team meeting should take place every morning
between 8:30 and 9:00 a.m., and will also expect a review every evening. This, of course, at
the precise time at which the employment contract gives the employee the right to log
off. Have they understood and heard the needs and expectations of their employees
during this complicated period? This is certainly a legitimate question.

Managing in a different way

The third case is that of the progressive manager, who quickly understood that lockdown
required new working methods and who decided to take advantage of this unusual period
to progress and develop his or her teams. This manager has abandoned all forms of
supervision of the team's working hours. When working from a distance, management by
objectives must take precedence. However, this means being able to clearly define these
objectives and monitor them over time. You also have to learn to trust. This is the key word
in a long-distance relationship, whether professional or personal. Unfortunately, it is often
an empty word, sometimes used to make managers feel guilty for not delegating enough.
But trust does not exclude control! It seems useful at this stage to distinguish two types
of trust: trust in skills, and interpersonal trust. You can trust an employee's skills, which
means that you have confidence in his/her ability to keep his/her professional
commitments... while knowing that he/she will be the first to divulge information that you
consider confidential. You can also have complete trust in a person's discretion...and judge
them to be totally incompetent for the tasks at hand. The semantic confusion that reigns
around the theme of trust is not conducive to effective distance management.

B https://www.vox.com/recode/2020/4/2/21195584/coronavirus-remote-work-from-home-employee-monitoring
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In a typical teleworking situation, confidence in professional skills is the most valued, as it
will be the key to achieving results. In fact, classic leadership grids have long since taught
us that delegation works if - and only if - the employee demonstrates real professional
autonomy. But, once again, we are not living in a classic teleworking situation! In the case
of the lockdown, it is first and foremost the manager's ability to maintain or create a
relationship of interpersonal trust that will have made the difference. Caring managers,
who listen to the needs of their teams and the individuals within them, and who are able
to organize work not only according to their own constraints but also those of their
employees, are the ones who will have been the most appreciated during this difficult
period. In a way, the crisis will have highlighted the interest of "servant leadership"™ a
leadership at the service of one's commmunity and one’s team.

Management in the post-industrial era

What if Covid-19 could be construed as a rapidly-induced learning opportunity, to adopt a
management style in line with the changes that are happening in the world?

The end of the industrial era?

For a long time, work has been assimilated to time spent in a place. This logic, inherited
from the industrial era, was imposed when presence was synonymous with production, as
in the case of assembly line work. Call centers are typical modern illustrations of this type
of logic since all activity is both measurable and measured. But the world has changed.
We live in a time when working no longer means being in a dedicated space-time all the
time, especially for those knowledge workers who manipulate above all symbols, to use
Robert Reich's expression’™, and not objects.

That being said, this industrial logic still carries a lot of weight in the current
representations of work'™. The reluctance to allow employees to work remotely is evidence
of this. While a study by the Concorde foundation considered that 26% of French
employees were eligible for part-time teleworking', according to INSEE (France's national
statistics institute), only 3% of them were regularly teleworking in 2017®. Research
conducted in the United States by Elsbach, Cable and Sherman sheds™ new light on this
issue. In this study, the authors show that physical presence in the workplace is perceived
as a sign of reliability and being present beyond working hours as a sign of commitment.
It is therefore not a uniquely French prism, contrary to what we often hear!

An opportunity to reexamine our certainties

Over the past few weeks, we have come to understand that working remotely is not the
same as working face-to-face. Distance is an indicator of managerial shortcomings. It does
not tolerate improvisation. As far as managers are concerned, it is no longer their charisma
that is at work, but the availability and responsiveness they show towards the demands of
their employees. An organized, reactive manager, attentive to others, listening to the

“Van Dierendonck D. (2010), Servant Leadership: A Review and Synthesis, Journal of Management

> Reich R. (1997), L'économie mondialisée, Dunod

® Galambaud (2014), Réinventer le management des ressources humaines, Editions Liaisons

7 https:;//www.fondationconcorde.com/etudes/accompagner-la-mise-en-place-du-teletravail/
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Y Elsbach K.D., Cable D.M., Sherman J.W. (2010). How passive “face time" affects perceptions of employees:
Evidence of spontaneous trait inference, Human Relations, 63(6), 735-760
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needs of his /her teams will be more valuable from a distance than a charismatic leader.
Remote meetings are proof of this. In a face-to-face environment, the late arrival of some
people attending a meeting allows those present to have informal exchanges. In a virtual
meeting, waiting several minutes for the remote connection of those who are late irritates
those who are "on time". While many meetings in person are held with an agenda that is
approximate to say the least, a remote meeting requires a precise schedule, dedicated
speaking time, and advance preparation of those who are going to speak (and therefore
need to know that they are going to do so). While many people, when in face-to-face
environments, wonder why they are in the meeting and who subsequently spend part of
their time managing their emails, the remote meeting - in video format - deprives them
of any freedom to do anything else. Therefore, managers need to make sure that everyone
who is there... really needs to be there.

Are we now going to see a new business model emerge where teleworking is the norm
and office presence the exception? PSA's latest announcements?® are pointing in this
direction. However, we will have to be all the more attentive to what happens when we
are close to each other. Coming to the office today is like taking a risk. If we have to take
that risk, what happens in the office has to be worth it. So, we're going to have to be
particularly vigilant about all the things that a context of proximity takes for granted: non-
verbal communication, socialization, informal exchanges, sharing of tacit knowledge, to
name a few. It is now time to reflect in depth on the working methods implemented at a
distance, on the modes of communication used, on the standards of behavior to be
adopted both face-to-face and at a distance. We have learned to work, and to be effective
through teleworking. But we are only at the beginning of the learning process...
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Abstract

The advantages and disadvantages of Remote Work and Flexible Working have been
broadly researched and discussed by academics and business leaders?. However,
probably never before, those interested in Remote Work and Flexible Working have
experienced better conditions for exploring remote work than under the current Covid-19
crisis, given its global impact. The widespread transition to remote work in many
professions in consequence of the pandemic has led to important learnings, which are
likely to influence the new employer-employee relationship in the Post-Covidl19 Era.

The key finding of the analysis of the responses to the Survey: “Covid-19- Impact on Work
Arrangements and Employee Efficiency”, is that it is possible to work effectively from
home, even under strict confinement requirements. However, the effect of
work/productivity hinges on the capability to maintain effective communication with key
stakeholders in the organisation. Furthermore, based on these results | argue that the
Covid-19 confinement generated a new productivity enhancing working pattern. | also
note, that relatively long period of the confinement has enabled employees to establish a
daily routine of working from home which can now be difficult to be swiftly reversed. In
this article, | highlight the risk of a negative productivity shock, in a scenario where
planning for the return to pre-Covidl9 work arrangements does not incorporate a
sufficient transition period allowing for a gradual adjustment of employees’ working
patterns developed during the confinement. A framework for an effective transition
period to Post-Covidl9 era is recommended to employers and policymakers at the end in
this article.

Keywords: Remote work, Flexible working, Productivity
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2IA very useful research synthesis in presented in: Kelliher C, de Menezes L. (2019). Flexible Working in
Organizations: A Research Overview, Routledge.
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Mitigating risk of negative productivity shock in the post-Covid-19
normalisation phase

Remote Work as a Viable Option for the Post-Crisis Era

Survey Focused on the Impact of Covid-19 Confinement on Work

Results/Efficiency

During the Covid-19 confinement period individuals employed in professions allowing to
execute work from home have turned their homes into workplaces. Some tangible and
intangible investments were made to facilitate remote work during Covid-19 confinement.
The employers and employees also adapted their way of commmunicating with teams and
management, remotely.

The impact of coronavirus confinement on results of work delivered from home was the
key point of interest in my recent Survey: “Covid-19 - Implications for Work Arrangements
and Employee Efficiency"?, conducted for the purposes of this article. The survey was
focused on employees working in professions allowing to execute work from home. The
responses were received from 140 professionals with diverse professional backgrounds
and based in different countries who could work fromm home during the Covid-19 social
isolation.

The responses demonstrate that for the majority of surveyed professionals, work
results/output were either as good as before Covid-19 (40% of all the respondents) or better
(32%). Despite an expectation of some form of adverse impact on the quality of work
executed from home as a result of negative impact of the confinement on different
aspects of daily life, only 28% of the respondents indicated that their work results/output
were negatively affected during the Covid-19 pandemic. Only few respondents indicated
that they were unable to work at all.

The individuals who, compared to the pre-Covidl9 level, maintained or increased their
output in a condition of a global sanitary crisis, were able to achieve it through two
channels. For some, the same (29% of all the respondents) or longer (34%) working hours
during the work day were possible/necessary, for some an improvement in productivity
was achieved (29% of all the respondents). There is also a group of 9% of all the respondents
who have spent less time working during the Covid-19 confinement than before but who
compensated it with an increase in productivity, what allowed them to maintain the same
work results.

It is worth noting that some of the respondents who worked longer hours compared to
the period Pre-Covid19 indicated that they had to spend additional hours working in order
to address some corporate challenges, driven by the Covid-19 crisis.

22The respondents were asked to share their experience of working fully remotely during Covid-19 confinement,
and for their preferences for the work arrangements for the period of Covid-19 deconfinement and when back
to normal. The claims presented in this article are based on the results of a preliminary analysis of the 140
collected responses from the employees with diverse professions (which can be executed fromm home) and
country profile. The survey was conducted with a start date in May 2020, the data collection has still been ongoing
at the moment of the submission of this article. Great thanks are directed to all the respondents of this Survey
and to Leslie Martin for her valuable assistance with setting up this Survey.
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Table 1: Change in the Work Results / Output, Daily Time Spent on Working, and Productivity compared to the
Pre-Covid19 condition.

WORSE WORK RESULTS - THE SAME WORK RESULTS - BETTER WORK RESULTS -
LOWER OUTPUT THE SAME OUTPUT HIGHER OUTPUT
Daily Time Daily Time Daily Time
Spent on Productivity Spent on Productivity Spent on Productivity
Working Working Working
14% (of all the respondents) 9% Answer 11%
Less time Lower Less time Higher More time Higher
4% 20% Answer 9%
The same Lower The same The same The same Higher
10% 1% Answer 12%
Less time The same More time Lower More time The same
TOTAL with Worse Work TOTAL with the Same Work TOTAL with Better Work
Results/Output - 28% Results/Output - 40% Results/Output - 32%

Source: The results of the Survey: “Covid-19 - Implication for Work Arrangements and Employee Efficiency”, the
data is based on the respondents declarations of their time spent working and the productivity of work?,

Remote work related communication during the Covid-19 confinement period was
considered by the respondents as enhancing work efficiency the most and this took a
form of the below elements, ranked from the most to least frequently chosen (the
respondents were invited to choose as many as applicable and to complete the list with
the other factors considered as important):

1. Regular catch-up video calls with colleagues/team members (61% of all the
respondents have indicated this factor as productivity enhancing)

Clearly set tasks and deadlines (52%)

Regular catch up video-calls with Line Manager (28%)

Work results assessments discussed with Line Manager (13%)

Regular support / “Social” / “Q&A"” team meetings (8%)

Use of instant messaging platforms (1%).

QNG IENARN

Other factors, which potentially had a positive impact on the productivity of work
executed from home included the ones, which the respondents of the Survey indicated as
the advantages of home work altogether, and combine a lower stress level (30% of
respondents indicated this factor as advantage of work from home, multiple were possible
to be indicated), lower tiredness (27%), less distractive environment (25%). Others pointed
out to presence at home as stimulating creativity (19%) and providing higher comfort
when compared to work in the office (1%).

The results of the analysis based on this Survey suggest that an average employee in
professions allowing for executing work from home, has gone through an effective

23 |t would be interesting to compare the assessment of work results by the employees (which has the
elements of subjectivity) with the assessment of the same by employers (with use of certain quantitative
metrics). Such a study is planned by the author of this article.
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transition towards working fully from home. Understandably, there is also a group of
respondents who, due to the Covid-19 pandemic, were unable to work efficiently or to work
at all.

Too Short Post-Covidl9 Transition Period Could Lead to a Fall in
Productivity

Based on the initial indications fromm governments in different countries, it is reasonable
to assume that during the Covid-19 deconfinement period some social distancing
restrictions will remain in place. It is likely that the remote work will continue to be
required or recommended for selected professions as long as the Covid-19 pandemic
remains a health threat, i.e. at least for several months. The Covid-19 confinement period
alone has been long enough, for the employees to develop new routine of working from
home, involving no daily commuting, less time-consuming morning preparations, and
fully based on remote communications with professional colleagues and management in
the organisation. It is also possible that continuation of work from home during the Covid-
19 deconfinement period will additionally reinforce these work habits in some professions.

As a result, once the pandemic is over, it may prove difficult to return to the usual Pre-
Covid19 work arrangements, involving working exclusively or mostly from employer
premises, without compromising the results of work/output (through a combination of
time spent on work and productivity). There is a risk that the immediate return to pre-
Covid19 work arrangements would increase pressure on employees. On the one hand, the
return to regular commuting could adversely affect the physical or mental condition of
some employees (increased morning tiredness, negatively affected wellbeing) on top of
time engaged, which in turn could compromise their productivity and/or lead to higher
work absenteeism. As mentioned earlier, 34% of the surveyed employees have increased
their daily time allocated to work during the Covid-19 confinement. The same would not
be possible without employees working from home and saving time spent on daily
commute. It is also fair to assume that during the deconfinement period and in the initial
phase of normalisation once the pandemic is over, increased workload will still be needed
in certain professions, in order to allow organisations to fully overcome the effects of the
recent crisis and adjust to the new environment. This in turn could lead to elevated stress
levels among employees, especially if, at the same time, they have to adjust their work
patterns, including transitioning to work from employer premises. In the absence of
gradual adjustment during the transition period, | see the risk of a negative productivity
shock during the period of normalisation, once the Covid-19 pandemic is over. It is
therefore of utmost importance that the decisions about the return to “normal” working
arrangements are taken very carefully both by policy makers and by employers. In my
opinion, a sufficiently long period of transition, granting employees significant flexibility in
adjusting their work routines would mitigate the risk of such a negative productivity
shock.

Return to Pre-Covid19 Work Arrangements - Recommendations

To preserve the gains resulting from employees’ effective transition towards working fully
fromm home, | recommend a flexible and gradual return to Pre-Covid19 work arrangements.

During the deconfinement period, | recommend to limit employee time required in the
office to a minimum necessary for critical tasks, which cannot be executed remotely. This
is in line with the preferences of the biggest proportion of the respondents in the Survey
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(44%) , who expressed willingness to return to employer premises only for a limited time,
to execute critical tasks®*. For work, which can be delivered remotely in an effective way,
work from home should remain an option offered by employers to employees. This
recommendation seems in line with the plans laid out by governments in several
countries, based on the guidance they provided.

| believe it is important that during the deconfinement period employees remain
supported by employers in ways indicated by the Survey respondents as supporting the
efficiency of their work. Clearly defined tasks, precise deadlines and expectations, regular
team catch-up video-calls with colleagues and managers, as well as regular feedbacks
from line managers are recommended, given their motivating and productivity
enhancing impact?>.

In the normalisation phase, once the Covid-19 pandemic is over and no health and safety
related risks are present anymore, employers should consider the below proposed
framework for an effective return to work from employer premises. As a starting point, a
detailed analysis of all job posts, detailing tasks that can be carried out exclusively from
employer premises and those that can be carried out remotely, should take place. This
combined with other considerations should define the extent to which employees’
physical presence is required in employer premises. If it is possible to carry out some work
related tasks from home, it is recommended to employers to analyse employees’ preferred
home/office work balance and to agree an effective work plan on an individual basis.

In the initial phase of the normalisation, it is recommended that employers temporarily
offer increased flexibility to employees in deciding about home/office balance, followed by
a gradual increase of the office work time (over a number of weeks) until it reaches the
number of days/office work time a week that the employer considers as effective for the
organisation.

In addition, given increased reliance on working from home during the Covid-19
pandemic, which, in my opinion, is likely to continue once the pandemic is over, managing
performance will remain of crucial importance. | recommend that employers maintain
regular performance appraisals. In some instances, increasing the frequency of appraisals
may be required. The performance results should be the basis on which employers could
consider to adjust work arrangements on case-by-case basis in the long run. If
performance is considered by employers as satisfactory, there is a clear indication that
current work arrangements are work-effective and could be extended in the long run. If
the employee performance is found out as unsatisfactory, the employer could revise the
work arrangements towards increasing the number of weekly office work days or request
this employee to fully return to work from the employer premises?®.

While throughout this paper | list numerous advantages of working from home, in my
opinion, home should not be the only workplace though, as there are important
advantages of working at least partly from office/employer premises. The most important
are (as indicated by the respondents of the Survey): face-to-face (real) interactions as a

24 preferences of the remaining respondents in regards to the return to pre-Covidl9 working arrangements:
Return to pre-Covidl9 pattern of work is allowed by the public health body and their employer (29%), To
continue working from home every day until Covid-19 crisis is fully resolved (25%).

25 Read more: Nawrot, W. (2020). The Relationship Employer-Employee in Remote Work. The Impact of Covid-19
on the Employers Needs and Employees Work Preferences, forthcoming

26 Read more : Nawrot, W. (2020). Remote Work — From a Necessity in Covid-19 Emergency to a Post-Crisis

Opportunity. A Formula for Productivity Gains, Cost Optimisation and Enhanced Work Satisfaction,

forthcoming.
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form of social stimulation, deeper sense of community with colleagues and management,
better work equipment than at home (IT hardware and software, etc.), enhanced mood
and wellbeing coming from socially valuable interactions, peer and organisational face-
to-face support, deeper sense of identity with the organisation, and better work
motivation thanks to the traditional forms of supervision and control?. In the Survey.
“Covid-19 - Implications for Work Arrangements and Employee Efficiency”, 31% of the
respondents indicated that their “ideal” balance involved working 20% of the time from
home and 80% from employee premises.

| expect that when following the proposed process, in the long run an optimal office/home
work balance will naturally emerge across different industries or functions, representing
the most effective approach to work delivery, taking into account business requirements
and employees’ preferences with regards to home/office balance.

Conclusion

The most important finding of the survey of work patterns during the Covid-19
confinement is that in many professions it has been possible to work effectively from
home, even despite extreme conditions of the confinement. Another conclusion is that
work productivity depends on the quality of communication with other colleagues and
line managers in the organisation. Remote work has been a necessity during Covid-19
confinement and it is a viable option for the post-Covid19 world. | believe that this form of
work could gain on importance in the post-Covidl9 reality. In my opinion, employers
should not view this form of work as a threat but build on advantages of remote work, as
proved during the Covid-19 crisis.

| recoommend adoption of a flexible approach to working arrangements in the initial phase
of the post-Covid-19 era and a gradual adjustment reaching an optimal work formula. This
is to minimise the risk of a negative productivity shock, that could occur in case of
insufficient transition to the post-Covid-19 reality.
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Rethinking businesses: collaboration, digitalization and sustainability
as core pillars for future innovative and resilient companies

Global crises, both sanitary and economic, have changed society in many ways. Managing
uncertainty and being able to adapt to an unprecedented situation is demanding. While
the Covid-19 spreads globally, all countries are taking steps to overcome the problems
affecting their citizens and economies.

Disruptions throughout history have had many negative impacts, yet these disruptions
have also created new opportunities. They have driven our society to develop innovative
solutions to tackle unprecedented problems. The real impact of this crisis is unknown, yet
companies do have a main goal: adapt to survive. In a time of change, we need to prepare
our companies for the cultural and behavioural shifts this crisis has caused. Businesses
should focus on their core strategy to create more value, counter Covid-19 side effects and
fulfil needs that will appear in the near future. As we are facing new challenges, developing
resilient companies will be the key factor for success.

Globalization and technological advances: uncertainties and

possibilities.

Currently, thanks to globalization and technological advances we are able to travel and
access goods and services from all over the world. Conversely, these advances are now
part of the problem, and making it a challenge to control the spread of the virus. In terms
of socio-economic impact, governments and companies are taking measures to mitigate
the effects of the sharp reduction of economic activity. Consequently, the possible effects
on financial markets, mobility and trade will be key for the future of the global economy
(World Economic Forum, 2020). To tackle these problems, new policies and stimulus
packages are being developed to support the most affected industries.

The pandemic affects every industry to a greater or lesser extent, especially those hit by
the border restrictions and the lockdowns in certain countries. In addition, company
leaders have to ensure employees' safety, well-being and financial stability while adapting
their way of working and yet remain competitive. It has become clear that accelerating
digital migration is necessary for remote working and commuting.

Companies, from big corporations to start-ups, are facing periods with lower-to-zero
revenue. This has created difficulties to manage their cash flow. Moreover, companies now
face the additional strain of restarting their operations whilst following the newly required
social distancing rules. It is difficult to know how the world will be. Thus, focusing on the
aspects that can be controlled is vital. This means separating trivial aspects from crucial
ones. But not all news is negative. Technology has emerged as a solution for traditional
companies and people have changed their way of consuming with online shopping
(Longfield and Collett, 2020). Gig economy shopping models have seen their demand
increase, allowing small businesses to reach more customers.

Technological experts state that some aspects of our pre Covid-19 life, such as working
from home, and digital migration or transportation, will change forever (Sullivan, 2020).
Furthermore, they explain that facing problems and uncertainty stimulates innovation
and being resilient is the most critical skill to master.
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Now that the rules of the game have changed, different questions need to be addressed.
How should companies remodel their value chain? Which aspects are crucial to navigate
uncertainty? Can we create value for society and still successfully face any change in the
environment?

Collaboration, digitalization and sustainability are key to navigate

uncertainty.

To face the current situation and recent challenges, companies need to develop a long-
term vision while solving short-term problems. The reason is that it is important to identify
and focus on the elements that affect most our businesses, analyse present and future
variations and decide on a new strategy to follow. As a part of corporate strategy, a solution
to consider might be the combination of collaboration, digitalization and sustainability to
ensure corporate longevity, increase efficiency and be more responsive.

Collaboration: engaging different stakeholders.

Since the start of the pandemic, initiatives aiming to solve different problems caused by
Covid-19 have emerged. These initiatives have shown the strength of collaboration
between individuals, public institutions and companies.

After the financial crisis of 2008, new business models based on the collaborative economy
flourished. For example, Airbnb, Uber and Slack were founded after that financial crisis, at
a time when ensuring financial stability was difficult. Since then, our way of consuming,
living, travelling or working has largely shifted to practices based on the peer-to-peer
system.

The sharing economy enabled the use of underutilized resources, which increased
efficiency. Botsman (2015), who defined the collaborative economy as “an economic
system of decentralized networks and marketplaces of connected individuals creating
value in ways that bypass traditional institutions”, studied the different approaches of this
model. Botsman pointed out how systems with poor waste management, limited access
or unnecessary intermediaries suffered disruption.

Nowadays, these applications are no longer for early adopters. Consumers move about
using ride-sharing applications, shop on online marketplaces or use pay-to-access
platforms.

Performance through community, access and collaboration are three methods needed
for the success of the sharing economy (Richardson, 2015). By creating a community with
shared values and objectives, individuals are able to contribute to something larger. In this
aspect, companies from the same sector or with shared values should cooperate to thrive
during the actual crisis and achieve better solutions while addressing critical challenges.
In addition, allocating under-utilized resources or sharing services will solve problems such
as space limitation or lack of required skills.

For the collaboration between governments and private institutions, the current situation
should prioritize the co-design and co-creation of the future between them (Mazucatto,
2020), to develop a robust and inclusive economy ensuring that partnerships are driven
by public interests.
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Another aspect to consider is the impact of closed borders on the supply and distribution
of goods. Creating local ecosystems could help manage these problems by increasing
accessibility. Meanwhile, corporations should encourage inter-departmental collaboration
by improving communication to enhance rapid response and ensure monitoring of
incidents.

It is clear that collaboration is a key pillar needed to remmodel companies’ value chains.
Digitalization: tools for present and future companies.

Digital transformation is already part of society yet companies are resistant to change.
Nowadays, we consume differently: we stream videos, order food, trade online and send
money within seconds. People use streaming applications to listen to music, professors
give webinars to their students and you can have hundreds of books in your e-book reader.
However, traditional companies' late arrival to digitalization means that this crisis has
caught them off guard in terms of remote working and value chain diversification.

The pandemic has caused a pivot from analogue workplaces to their complete digital
transformation due to social distancing measures. Based on necessity, consumer and
business behaviour has changed, with an increasing demand for software-as-a-service
and cloud capacity (Longfield and Collett, 2020) to continue with their remote work and
commuting. It is no longer part of a plan. They have developed a digital workplace within
weeks, implementing collaboration tools to participate in meetings and work effectively.
These applications are no longer exclusively for corporations (Sullivan, 2020) and the
majority of people are using them to communicate with their families and friends during
the lockdown.

Why did most of the Covid-19 initiatives start by developing an application or a website?
Mainly, because it increases accessibility and helps companies to reach a wider population.
One of the aspects that made the collaborative economy so trendy and easy to use is the
combination with technology, whereby traditional businesses like restaurants and retail
brands can use online marketplaces and platforms to sell their products.

Since the digital transformation started, there is a major concern about the controversial
aspect of using technology in our jobs. However, we should look at digitalization as a way
of empowering people, not substituting them for machines. Digital solutions will help
people in their daily tasks, data processing and changing the mind-set to focus on
decision-making, monitoring and supervision. Every department from human resources
to finance could benefit from it. In addition, new jobs and skills related to data protection,
policy guidance and trust networks are required.

The world as we knew it has changed and every company should embrace digital
transformation to combine digital and face-to-face interactions as a way of better
positioning their products and services and empowering their workers, creating more
value for society while facing possible disruptions.

Sustainability: the final transversal purpose.

For the past few decades, sustainability has been an increasing concern. Specifically,
climate change and social inequalities are some of the most critical challenges that need
to be addressed. Since the foundation of the United Nations, the main objective is the
search for more sustainable development. From the Millennium Development Goals, to
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the Sustainable Development Goals (SDGs), the UN aims to end poverty, protect the planet
and ensure peace around the world by 2030.

Non-profit organizations are the main way we have to solve social problems, and progress
on these matters is incremental. The problem is that they have difficulties to scale because
of the scarcity of resources they suffer due to a model based on private donations (Porter,
2013). We need to let businesses create solutions with a profit-based approach in order to
become self-sustaining.

Companies are trying to target the SDGs and developing their Corporate Social
Responsibility (CSR) departments to address problems related to social, environmental
and governance aspects (ESGs). There is also a remarkable shift in demand from
consumers who want more sustainable products and are more concerned about social
causes.

The actual CSR model works at times when economic growth is positive, but is not durable
in the long term as it is the first program to be cut when financial problems arise. To
change this configuration, the concept of Total Societal Impact (BCG, 2017) addresses the
disconnection between sustainability and corporate strategy. It consists in including
societal and environmental impact as part of the corporate value chain. For example,
when reviewing their product design, distribution or the core business, companies should
consider ESG topics in their decision-making process.

There is a belief that making profit is inconsistent with solving social or environmental
problems. We need to have a long-term vision, understanding that business benefits
(obtained from solving these problems, increasing efficiency, developing better
workplaces and reducing pollution) will affect positive market valuation, contributing to
shareholder value (Porter, 2013). Companies should focus on the concept of creating
shared value by solving problems through their business models. In this context, products
solve societal needs and the social and environmental benefits meet economic profits.

From an environmental point of view, the circular economy is one of the solutions. With
changes in the way of consuming, we are able to reduce waste, keep products and
materials in use without deteriorating them and regenerating natural systems (Ellen
McArthur Foundation, 2020). It is important to think about a competitive and innovative
way to change processes to improve efficiency and reduce economic costs to make the
model attractive for industries.

Sustainability is key to create value for society and to successfully face any future change
in the environment.

Conclusion

Collaboration and digitalization are crucial to achieve sustainability. Forging partnerships
between enterprises and stakeholders will amplify the positive impact for society. The use
of digital solutions will help to monitor and measure impact, developing clear ESG reports,
based on transparency and attracting more investors. The sharing economy appears as a
complement to the circular economy, extending the material life of underutilized
products.

It is not our mission to predict what will happen. Instead, this impact paper looks at a way
to react to forthcoming changes. We have the possibility to amend errors from the past,
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look to the future with positive perspectives and search for new opportunities.
Responsibility for the future lies in our hands, and we have to determine the type of
company we want to develop, invest in or work for.

Innovative and resilient companies will be capable of managing future disruptions and
handling the most important challenges we need to solve like climate change, inequalities
or financial crises. If we focus on the synergies between collaboration, digitalization and
sustainability, the solution is closer.
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Unlocking sustainable business model innovation for a post-crisis
world

Surviving the crisis (and the future)

The world faces an unprecedented crisis due to the global spread of the SARS-CoV-2 virus.
While governments are being challenged to save human lives and keep the spread of the
virus under control, companies from all industries are facing unseen supply risks, market
risks, and, as a consequence, the risk of insolvency. Some respond to this crisis with new
and sometimes very innovative solutions: farmers, restaurants, and retailers of all sorts are
experimenting with delivery services and are switching from business-to-customer to
business-to-business models; book stores and artists are using digital media to reach out
to their customers and audiences; and entrepreneurs are forming local alliances to
support each other or coordinate their new online retail channels jointly.

The Corona crisis does put companies’ resilience to the test. Many are forced to innovate
or even transform themselves to survive, which opens the door to new ways of doing
business. Could this also open the door to a better, more sustainable post-crisis economy?
We argue that a post-crisis economy that is more ecologically sustainable and socially just
must build on business models for sustainability, i.e. organisations and networks that
create value for their stakeholders by following sustainability principles such as circularity,
inclusiveness, local and green supply chains, or sufficiency (Ludeke-Freund et al., 2018,
2019b). Following such principles to stabilise and revive companies could make industries
and whole national economies more diverse and inclusive and provide a foundation for
more economic resilience in the face of future crises.

More recent debates have introduced the notion of degrowth as a normative framing for
such a sustainability-oriented transformation of companies, industries, and national
economies (Kallis et al., 2018). The current situation, in which companies around the world
are forced to rethink their ways of doing business, together with the notion of degrowth,
can inspire thinking about post-crisis business models for sustainability. If the billions of
Euros from economic recovery programmes were used to support such business models
now, as change, disruptions, and transformations occur due the Corona crisis, the
economic development of Europe and the world could be put on a trajectory that brings
us closer to the normative ideal of sustainable development and contributes to reaching
the United Nations Sustainable Development Goals.

Learning from the past and moving towards sustainable business

Learning from the past

Saving the lives of those who are most vulnerable (e.g., elderly people, people with medical
conditions, people in need) and developing vaccines and therapies are without doubt the
most important tasks during this crisis. In parallel, the political debates about how to
stabilise the economy now and how to revive it after the lockdown are intensifying on a
daily basis. Millions of jobs and hundreds of thousands of companies are at risk of losing
their basis of existence. In Germany, for example, key industries such as automobile
manufacturing slowed down to the point where all operations were stopped for weeks.
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Traditional companies like Lufthansa, Germany's largest airline group, face bankruptcy
and need state support, countless small and medium-sized businesses, micro firms, and
self-employed people are lacking up to 100% of their income (e.g., hotels, restaurants,
theatres, event organizers). The list goes on, and with each new entry we must ask
ourselves: what can we learn from other crises and disruptive shocks to handle the current
situation?

To begin with, after the corona crisis we will still be in the middle of an ecological and social
crisis — climate change. Many programmes to deal with the financial crisis of 2008 were
set up to secure the survival of banks (which were causing the crisis) and revive
consumption. This was paid for with increasing levels of resource consumption and
greenhouse gas emissions. Moreover, economic inequality is rising worldwide (if to
different degrees) — a trend that was neither significantly altered nor sufficiently addressed
after 2008. Such tendencies must be avoided this time. Many politicians, industry experts,
and researchers have already made the point that fiscal policies, for example, should be
bound to criteria such as greenhouse gas emissions or social responsibility in supply
chains.

Societal shocks can create windows of opportunity — yet only if they fall on fertile ground.
The Chernobyl disaster in 1986 was a profound shock that gripped our global society. Yet,
while it triggered a worldwide debate, it did not directly change the energy landscape. By
contrast, in 2011 the Fukushima disaster took place at a time when the preconditions for
change were more advanced and established. This time, public discourse, new societal
narratives, and the availability of innovative solutions gave shape to what we nowadays
call the ‘energy transition’ (‘Energiewende’). At least for a certain period of time, the
Fukushima shock accelerated a profound change in Germany's energy industry — a
flourishing of both technological and social innovations, for example, in the form of more
decentralized community renewable energy projects.

Moving towards sustainable business

Referring to degrowth against this backdrop stands to reason inasmuch as it is a discourse
that emerged in view of crises. Sustainable degrowth is a transformative quest towards a
more equitable socio-economic setting, as well as a reasonable level of economic
throughput that, taken together, improve the quality of live while respecting planetary
boundaries (Kallis et al., 2018). Hence, degrowth is explicitly not what we are experiencing
due to the Corona crisis, namely a disastrous economic recession or depression
deteriorating social conditions (e.g., destroying jobs or limiting access to healthcare). Still,
degrowth questions economic growth and profit generation as indicators of social
wellbeing and companies’ contribution to society (ibid.).

Comprehending economic activities' potential and actual diversity beyond merely
monetary and reciprocal transactions and relationships is essential in order to imagine,
creatively experiment with, and implement new solutions to pressing sustainability
challenges. Research into degrowth highlights what we otherwise often turn a blind eye
to: our economy already includes local sharing, repairing and self-provision, unpaid family
care, and many other potentially non-commodified activities. Likewise, the book
“Degrowth: A vocabulary fora new era” (D'Alisa et al., 2015) presents and discusses a diverse
collection of approaches that can potentially contribute to the objectives of degrowth.
These are, amongst others, simplicity, bio-economics, commoning, and co-operatives.
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In light of a degrowth vision, governments and businesses can use the Corona crisis to
profoundly rethink their approaches to supporting and doing business and use
sustainability paradigms such as circularity, inclusiveness, local and green supply chains,
or sufficiency as an inspiration for reviving and redesigning business activity during and
after the crisis. In addition, as consumers are forced to focus on what is really important to
them, their routines and habits are possibly more accessible for sustainable change.

Resilience and sustainability transformations for a post-crisis

economy

Companies are being challenged to develop new modes of creating value for and with
stakeholders, as well as new ways of relating to their technical and socio-ecological
environments. We are seeing a window of opportunity here to offer ideas for more
sustainable business models that do not repeat past mistakes.

It is our conviction that a sustainable transformation of companies, industries, and
national economies is urgently needed. But instead of pushing single entrepreneurs,
managers, or customers to make the transformation happen, we are calling for
simultaneous and joint changes in various domains: tax laws and labour regulations,
cultural institutions, higher education and vocational training, industry associations and
business consulting — just to name a few. These institutions are massively shaping our
understanding of a ‘good life,’ ‘good business’, and a ‘well-working economy.’ Thus, they
have a great influence on what is being done on a daily basis — and whether we contribute
to sustainable development, or not.

Because of all of the fates, the following argument must be made with greatest care and
empathy: The Corona crisis opens a door to a sustainable transformation of companies,
industries, whole national economies, and global economic culture. And to be clear: It is
not the crisis itself that is a good opportunity; it is the way out of it that is the opportunity.
While crises and societal shocks hold potential for sustainability transitions, it is our current
and past unsustainability which put us into a risk society in the first place — a society in
which we move from one crisis into the next. This is why our economy must become a
post-crisis economy that is ecologically sustainable and socially just.

Crises and aspired transitions bring the perspectives of transition management and
resilience to the fore. Resilience refers to a system'’s ability to handle disturbances and
shocks in robust, creative and adaptable ways, allowing it to maintain its functionality
(Palzkill and Augenstein, 2017). In addition, we can understand companies’ ability to
contribute to a sustainability transition as their capacity to find new and viable ways of
utilising resources, competences, and processes contributing to a more sustainable
development. An ability that becomes all the more urgent when existing ecological and
social conditions become untenable.

Reflecting on the lessons learned from crises and shocks, as they have been discussed
above, and in line with insights from transition as well as resilience research (cf. ibid.), we
propose four essential lessons for navigating a sustainability transition:

* As the financial crisis shows, we need to learn our lessons from the past. Recipes
used in past crises are not necessarily useful in current or future crises. Selling more
cars may help for a moment, but it burdens future generations.
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* Asthe shocks of Chernobyl and Fukushima show, we need shared and actionable
narratives and knowledge to make effective use of windows of opportunity to
motivate real change, such as with Germany's ‘Energiewende.’

* Astheenvironmental and social crises in light of degrowth show, we need diversity
of available ideas, institutional logics, and practices for both resilient responses to
environmental shocks and to facilitate alternative, more sustainable transition
pathways.

e Asthe Corona crisis shows, we need inclusive approaches. Only a handful of (often
digital) companies will survive the crisis without problems or even be stronger than
before. A great many people are ordering at Amazon, but doing little to support
local grocery stores, restaurants, or cinemas.

While companies like Amazon may be very resilient, are they sustainable? We argue that
diversity is needed instead of industrial monocultures to contribute to a future-fit and
resilient post-crisis economy. Here, the notions of sustainable business model innovation
and business model patterns come into play.

Sustainable business model innovation and business model patterns:

Tools for the post-crisis economy

Like any type of innovation, business model innovation is a means to alter and extend the
ability of firms to act effectively and efficiently. With its focus on proposing and creating
value, business model innovation has become a major technique to develop new, and
change existing forms of, organizational value creation. The emerging field of research and
practice on sustainable business models has taken up this approach in order to
understand and develop new forms of value creation that offer sustainable value
propositions to customers and all other stakeholders, and that allow firms to capture
economic value while they maintain or even regenerate natural, social, and economic
capital (e.g., Dentchev et al,, 2018; Schaltegger et al., 2016). Sustainable business model
innovation can be understood as a way of translating sustainability strategies into
actionable ‘blueprints’ of value-creating activities of companies. Based on a decade of
research on this topic, we define this approach as follows (cf. Ludeke-Freund et al., 2019b):
sustainable business model innovation improves a company's ability to create, maintain,
or regenerate natural, social, and economic capital beyond its organisational boundaries
by changing the value proposition for its customers and all other stakeholders and/or the
way how value is created, delivered, and captured.

A broad knowledge base about the diverse forms sustainable business model innovation
can take has been developed in several research projects and publications, partly
conducted at ESCP (Ludeke-Freund et al,, 2018, 20193, 2019b, 2019c¢). This knowledge base,
presented as various classifications of business model patterns, can serve as a source of
inspiration and a tool to help companies develop better post-crisis business models. These
classifications often follow Alexander’'s understanding of what a pattern is: “Each pattern
describes a problem which occurs over and over again in our environment, and then
describes the core of the solution to that problem, in such a way that you can use this
solution a million times over, without ever doing it the same way twice.” (Alexander et al,,
1977, p. X)

We see at |least three features that are useful for business design in general and business

model innovation in particular: first, a pattern describes a problem-solution combination

and thus contains a statement about a problem that is perceived as important and a
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statement about a potential solution to that problem; second, it is about a recurring
problem; and third, there is a generic and adaptable solution to that problem. As such,
patterns are also discussed and used by business model scholars and for business model
innovation in practice. Transferring the concept of patterns to business models, we see
that it is about problem-solution combinations that are proposed to support business
model developers and innovators in accomplishing their design tasks. For the case of
sustainable business model innovation, we found 45 patterns with the potential to create
ecological, social, and economic value. These were arranged in eleven pattern groups
(Ludeke-Freund et al., 2018):

 “Pricing & revenue”
“Financing”

e “Eco-design”

e “Closing-the-loop”

e “Supply chain”

e “Giving”

e “Access provision”

e “Social mission”

e “Service & performance”
e “Cooperative”

* “Community platform”

Using and developing patterns for a post-crisis paradigm: Degrowth

In line with the need to learn our lessons from the past and make knowledge actionable,
the concept of Alexandrian patterns offers a heuristic device to systematically capture
knowledge of experience-based best practice solutions for sustainability: “A sustainable
business model pattern describes an ecological, social, and/or economic problem that
arises when an organisation aims to create value, and it describes the core of a solution to
this problem that can be repeatedly applied in a multitude of ways, situations, contexts,
and domains. A sustainable business model pattern also describes the design principles,
value creating activities, and their arrangements that are required to provide a useful
problem-solution combination” (Ludeke-Freund et al., 2018, p. 148).

Moreover, business model patterns can function as empowering communicative devices.
If done well, patterns make expert knowledge understandable and useful for laymen. This
can essentially contribute to making business model design processes more democratic
and inclusive, resulting in shared narratives and activities for a sustainability transition.

Last but not least, collecting, discussing, and sharing patterns can greatly contribute to
the perceived and actual diversity of our economy. The theoretical conception is that
patterns relate to, embellish, and support each other (Alexander et al, 1977). Pattern
collections for a certain domain, such as business models for sustainability, turn into
pattern languages once their number and the knowledge about how they relate reaches
a level of maturity and saturation. Still, pattern languages are living languages reflecting
diversity, growing organically, and allowing ever-new answers to complex problems to
take shape (Alexander et al,, 1977; Ludeke-Freund et al., 2019a).

To give an illustration, a concrete and new pattern we propose is ‘community
prosumption’. In research on degrowth, Bloemmen et al. (2015), for instance, present a
corresponding case of community-supported agriculture. The pattern takes place in a
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socio-economic context in which citizens are considered as mere consumers of what
companies produce, while intermediaries, such as supermarket chains, are positioned in
between these two parties. The problem is that this form of economic relation and practice
does not convey non-material and non-monetary forms of value creation. It disconnects
consumers from the conditions of production. Furthermore, it puts producers in fierce
competition with each other and, hence, makes the individual vulnerable to poor local
conditions (e.g., a dry season). A solution then is to share the risk with local citizens who
pay a fixed yearly amount, regardless of how successful the production is. Moreover, local
citizens engage in local manufacturing or harvesting, build social connections, experience
mutual learning processes, and spend leisure time, for instance, in a green environment.
Hence, economic relationships are diversified, monetary exchanges are, to a certain
degree, deprioritized, and consumers eventually turn into ‘community prosumers.” This
reduces producers’ workload and frees up time to invest in the quality of organisational
processes.

Outlook

The Corona crisis once again raises critical questions about how we collectively want to
overcome crises and where we want to go. Governments, educational institutions,
consultants, local businesses, and all the other actors who shape our society should rethink
what post-crisis economies and businesses should look like and whether business as usual
is a reasonable way to move on, or whether lessons can be learnt from those who are
already experimenting with alternative business paradigms. The necessary actionable
knowledge is available in various repositories of sustainable business model patterns. It
just has to be used. The example of degrowth, given here as an illustration, points to the
rich avenues and inspiration this sustainability paradigm can offer in the search for
sustainable business models for a post-crisis economy.
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Strategic agility in a time of crisis

In the past 10 years, the issue of strategic agility has been climbing to the top of the CEO's
agenda. This is not only because of an acceleration in the process of globalisation, but also
in anticipation of future black swan events. Covid-19 has sharply underlined the
importance of this topic. Many executives are stressing the importance of being
strategically agile in a context of disrupted markets which will undoubtedly produce a
great many losers and a few big winners, with the latter being the companies who have
anticipated the challenges and opportunities more effectively. In “normal” times, it tends
to be hard to change positions and market share is conquered gradually in reward for
consistent effort. Times of crisis are different, offering real opportunities for those
organisations that are prepared to adapt their strategy swiftly, disrupt their own business
model, and execute with speed.

The Covid-19 context and its strategic opportunities

For some time, the media have been fixated on trying to figure out exactly when the crisis
will be over, lockdown relaxed and normality resumed. But we are coming to realise that
there will be no “back to normal”. Experts from the economic, business, medical and
political arenas are touting a variety of scenarios, all of which highlight the fact that a “New
Normal” will emerge with no return to the pre-Covid era. Not surprisingly, long-term
predictions differ widely, as they depend on assumptions about factors that are currently
unknown, such as the way the virus may mutate and spread, and the nature and
effectiveness of interventions by health systems and governments. We are moving into
uncharted territory, as policy makers respond to the threat of imminent recession. Since
the impact of Covid-19 is likely to be with us for a long time, it is wise to accept that the
new normal, or at least its first stage, starts now. This new normal is predicted to be
different from our recent past. This means that opportunities will arise for those who can
anticipate this new future. We are facing what American philosopher Thomas S. Kuhn
called a “change of paradigm” (or for Gaston Bachelard a “rupture épistémologique”),
when the past and its underpinning assumptions must be abandoned, in order to
embrace a future of opportunities and discoveries. But these new opportunities will be
unevenly distributed as consumer behaviour shifts as a result of the crisis, and only those
who can figure out today what disruptive moves their organisation must take will have a
chance to lead their industry into a post-Covid tomorrow. This is where thinking
strategically with an agile mindset becomes imperative.

What it takes to be strategic agile

A review of the literature shows that strategic agility for organisations refers to the
continuous adjustment and readjustment of strategic direction, with a view to developing
innovative ways to create value (Weber & Tarba, 2014). This is achieved by bringing
together dynamic capabilities, such as strategic sensitivity, resource fluidity and collective
commitment (Doz & Kosonen, 2010), in a way that retains flexibility without losing
efficiency (Junin, Sarala, Tarba, & Weber, 2015).

Becoming strategically agile through being “both stable (resilient, reliable, and efficient)
and dynamic (fast, nimble, and adaptive)” (Aghina, De Smet, & Weerda, 2015) is essential
for multinational enterprises with global value chain exposure to not only survive the
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unprecedented market changes induced by Covid-19, but to identify and create new
value. Leading scholars such as Nassim Nicholas Taleb see the current crisis, which is often
referred to as a Black Swan event due to its unpredictability and wide-reaching
repercussions, as an unparalleled opportunity for companies to become resilient. The
disorder, volatility, and uncertainty they are confronted with on a daily basis can act as a
catalyst for change and create what has been called an antifragile mindset. Taleb suggests
that antifragility goes beyond robustness and is a mindset that thrives on randomness
and uncertainty and is not afraid to make mistakes. To turn adversity into advantage,
companies must be ready to embrace the turmoil and instil a love of experimentation and
problem solving into their DNA. No company can control Covid-19, but strategically agile
ones will find novel but fruitful avenues for their business in the midst of the crisis.

Agility in strategic thinking can only start when we are ready to give up some of our
preconceived ideas, and even some of the commonly accepted benchmarks or best
practices in the industry. It means understanding what the core challenges are, what new
opportunities are emerging and what is possible in this new environment. It is about
making new assumptions about what customers want, about their future behaviours, and
about your new business model. Those assumptions cannot be tested through classical
market research. Asking the market what it may want in a world that does not yet exist is
largely futile. The only useful test is courageous trial and error. This demands disciplined
experimentation, a readiness to make mistakes, learning lessons quickly, and pivoting or
changing your assumptions repeatedly until successful. All of this has to be done with
almost scientific rigour in order to test out the new assumptions that will lead to a
paradigm shift. Doing so gets companies to understand what they can “afford”, that is
where the strategic affordances are located in a new world of many possibilities. As
psychologist James Gibson who coined the concept of Affordance puts it, “perceiving,
acting and knowing” are key activities to better seize the unfolding new world.

Strategic Agility in Action

History teaches us that every major global shock creates winners as well as losers. The
rapidly-altered business landscape and the changed terms of competition benefit those
who adapt swiftly and risk bold moves. For example, the SARS outbreak of 2003 and its
repercussions cleared the board and opened the way for the rise of e-commerce giants
such as Alibaba and JD.com. Apple, whose CEO Tim Cook famously said "we believe in
investing during downturns" represents another example of a company which adapted
drastically and built resilience during Black Swan events such as the dot-com crash and
oM.

Covid-19 is likely to follow the pattern of past crisis in that it will produce some winners;
those companies who are able to be strategically agile. Recently, we have observed three
types of strategically agile moves:

1. Identifying opportunities leading to new blue ocean markets.
2. Scaling existing products or services to the new normal.

3. Accelerating digital transformation, upgrading it from a change management
challenge to a vital necessity.

Let's illustrate with some examples:
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1) Identifying opportunities leading to new blue ocean markets:

There are a number of companies finding opportunities in adversity. A frontrunner in
adopting blue ocean strategy during Covid-19 is UVD Robots, a Danish robotics
manufacturer. In 2018, UVD Robots launched a self-driving disinfection robot for hospitals.
But they did not stop there. Spotting the emerging need for disinfection in supermarkets
and malls, UVD Robots has recently entered this new, uncontested market space. They
are currently manufacturing and selling disinfection robots to sterilize stores in Thailand
and planning to expand internationally.

Another potential blue ocean is the one identified by Astound Group, a global design &
fabrication company that specializes in the delivery of state-of-the-art events, retail
environments and exhibits, which found its business highly disrupted by Covid-19. They
had to pivot their strategy to focus more on the opportunities that emerged during this
crisis. These included the urgent need for temporary hospitals using tents or existing
structures, as well as supplying containment kiosks and assessment centres. In addition,
they are also providing government agencies and other organisations with containment
solutions and safety barriers — an unoccupied market that only recently came into
existence but which is likely to expand rapidly.

Finally, the fact that people were not able to visit friends and family in person due to
lockdown restrictions resulted in skyrocketing demand for video chat apps. One of these
apps is Houseparty, which has seen 50 million sign-ups just in the month of March (2020).
The company was recently acquired by Fortnite maker Epic Games and has managed to
combine video chat with their gaming expertise to offer multiplayer games during video
calls. Houseparty is focussing on a freemium strategy as the app and most games are free
to play, but are charging for add-on features and for some of the premium games.

2) Scaling existing products or services to the new normal:

Several companies have emerged to take full advantage of the opportunities offered by
the new normal, such as the need for body temperature scanning and social distancing.

Vodafone, the telecommunications giant, is focussing on leveraging and adapting
existing technologies to develop solutions (in collaboration with its partners) to support its
corporate clients in dealing with the pandemic in Italy. In particular, Vodafone Business
has been successful in launching thermo-scanners (devices to be placed at the entrance
of offices and shops capable of quickly detecting the body temperature of employees or
visitors) and social-distancing bracelets (devices capable of interacting with one another
to warn when the distance between two employees or visitors goes below two meters),
which are now becoming standard across the country.

Lavender Hill Clothing, a British sustainable fashion brand, realised before most others
that there would be a demand for face masks that not only would protect the wearer from
viruses but would also be of high quality and a fashion statement — a market segment that
did not exist before. Their founder redirected their manufacturers to produce the
fashionable, triple-layered cotton face masks that are now available online from their
website.

Another example is Dyson, the British technology company that has pioneered vacuum
cleaners and fans, which exploited existing expertise to manufacture ventilators that are
portable, efficient and do not require a fixed air supply.
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3) Accelerating digital transformation, upgrading it from a change management
challenge to a vital necessity.

Covid-19 was the reason for accelerating the digital transformation in numerous
companies.

The Italian company Treccani, a leader in sales of encyclopaedias and precious books
with annual turnover of €80 million, entered the school and education industry in 2017,
setting up a subscription-based online platform (Treccani Scuola) aimed at middle and
high schools. The emerging Covid-19 crisis forced it to accelerate its digital transformation
process. Leveraging its digital assets, it moved its school online platform to a freemium-
based model, resulting in impressive growth in active users within a few weeks, from
20,000 in 2019 to more than 200,000 currently, operating with a totally renewed business
model.

MSD, a leading global animal health business, has partnered with LinkyVet in France, a
high-tech company in telemedicine, to offer remote consultation options to veterinary
practices across France. In a lockdown situation where pet owners cannot visit their vets,
LinkyVet's platform allows a consultation with a certified veterinarian via video call. This
has been a catalyst for the digital transformation of numerous veterinary practices in
France, allowing them to maintain relations and create connections while social
distancing. It also provided MSD with a strategic opportunity to serve their vet clients
better, while accelerating the transformation of their digital services.

Conclusion

These turbulent times, possibly the most disruptive since WW2, will inevitably lead to a
polarisation in the fortunes of many industries, with the majority coming out seriously
weakened, if not bankrupt, but a few emerging much stronger. These will be the ones who
have adapted the fastest though being agile in their strategic thinking, based on a culture
of disciplined experimentation, readiness to make mistakes (but learning from them fast!),
thinking big, starting small and acting swiftly.

We do not have a monopoly on prediction. We offer these insights whilst acknowledging
the risks of drawing lessons from a crisis still in progress. Nevertheless, it is a safe bet that
those companies that are able to think strategically and employ an agile mindset are
better placed than others to survive and even do well in turbulent times.
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good”. Due to the crisis, companies are not only forced to accelerate their digital
transformation, but must also redefine themselves as purpose-driven brands which apply
social media as a space in which to serve the community and the common good.
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Force for good: Social media’s bright side restored

The world is a different place to what it was just a couple of weeks ago. The Covid-19
outbreak has had a profound impact on societies and economies, individuals and
organizations across the globe (Kotler, 2020). Country lockdowns have confined people to
their homes and shifted consumers' purchasing behavior and daily habits. They have
forced many organizations to work remotely, lay off staff, or even close for good. The
pandemic is also accelerating existing trends, such as the digital disruption or the quest
for a more sustainable and ethical approach to business.

Leaders, scientists, institutional decision-makers, executives, scholars, as well as each of
us, are vividly debating what the post-Covid-19 new normal might look like. What new
behavior is here to stay once the curve flattens and how should we adapt to it? What is
already sure is that some businesses will benefit from it, while others will vanish.

The internet will be stronger than ever, becoming even more central and pervasive in
consumers’ lives with all its various forms, ranging from the social media which have
become the public place for comfort and distraction in an age of social distancing (i.e.
think about all the live streaming of concerts, museum virtual tours or even virtual wine-
tasting sessions on Instagram and other leading social networks in these days), mobile
and app usage, and several old (e.g., gaming, home delivery, messaging, remote health)
and new tasks (e.g., business video conferencing for homeschooling children, aperitifs
with friends and yoga classes; as well as mass people movement tracking), to e-commerce,
in which big players, such as Amazon, are strengthening their competitive position and
ubiquity while smaller players may disappear.

From a corporate perspective, surviving Covid-19 or even benefitting from it depends on
several factors. First, it depends on the industry. The travel and transportation industry is
inevitably in decline due to travel restrictions and mass isolation. Other product categories
are seeing an all-time high, however, such as disposable gloves, bread machines, or even
toilet paper. Second, it depends on a company's degree of resilience, defined as the
capability of adapting well in the face of adversity, trauma, tragedy, threats or a significant
source of stress (American Psychological Association). Resilience influences the ability to
re-configure business models into hybrid ones where the digital sphere becomes a real
alternative, rather than second best after the offline model. Third, brands’ promptness and
response to this unprecedented crisis will make a difference in consumer trust and brand
familiarity, and eventually in post-pandemic sales and market share recovery.

This paper focuses on the role of social media during and after Covid-19. Companies are
reconsidering how they use social media to reach their communities with the right
message at the right time, in an attempt to reassure and gain traction for the post-
pandemic era. This paper contributes to this debate. The extensive literature on social
media use and potential for crisis management helps to substantiate our arguments,
while several examples show how brands are using social networks to respond to the
current global pandemic. The authors conclude by stressing the restored social function
of social media, strengthening their increased use by companies as a force for good.

Role of social media in crisis management
Organizations are vulnerable entities, as demonstrated by the array of adverse events that

can cause a crisis. Reasons range from internal causes (think of brands intentionally
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deviating from socially acceptable practices) to external ones (hostile takeovers, brand
boycotts, or even natural disasters).

When a crisis impacts brand reputation negatively, the corporate response plays a role in
restoring brand equity, customer trust and therefore financial stability (Hegner, Beldad
and Heghuis, 2014). It is widely recognized that the type of response should depend on the
nature of the crisis (Dutta and Pullig, 2011; Combs, 2014). Also, a prompt, transparent, and
genuine response may lead to a far faster and more holistic recovery.

Social media use during crises has increased over the years, among both corporations and
individuals. Social media thus represent an essential additional tool at a brand's disposal
for crisis communication (Roshan, Warren, and Carr, 2016). Social media enable companies
to contact consumers directly in a timely and effective manner (Kaplan and Heinlein, 2010).
It thus appears evident that social media have become the new norm in crisis
management. The actual and potential use of social media in crisis management has
generated intense interest in academia. Scholars have investigated both the advantages
and potential drawbacks of social networks such as Facebook and Twitter in crisis, but
many aspects are still not adequately understood (Alexander, 2014; Kaufhold et al., 2019).

Being active on social media during a crisis comes with several benefits for firms.
Companies connect with their consumers, support them emotionally, and create social
cohesion and stronger relationships (Jin, Liu, and Austin, 2014). They make use of social
media for crowdsourcing, co-creating, and crowdfunding (Alexander, 2014). Social media
serve as a preferred information source with a higher level of credibility than traditional
mass media (Sweetser & Metzgar, 2007). Companies can listen to the consumers'
concerns, which helps them to understand consumers better and enables a more
emphatic and human response by the firm. Finally, social media can themselves be a place
in which a crisis can be detected in time and possibly prevented (Alexander, 2014).

Social media platforms themselves are also adding features to support local commmunities
in a time of crisis and potentially get even more data in return. Think, for example, of the
Facebook Safety Check feature which was introduced back in 2014 as a simple and easy
way to say you are safe and check on others during times of emergency. Its first massive
deployment was on Saturday, April 25, 2015, in the wake of the Nepal earthquake.
Immediately, it became a hub of vital real-time information on who was safe, where
exactly the person was, and even what they were doing there. This knowledge helped to
check on individuals' safety virtually, but also to set up emergency services in the physical
world (Kaufhold et al., 2019).

The success of this feature, as well as its frequent use afterward, raises questions about
privacy, data use, misinformation, fake news, and the like. It reopens the debate on the
dark side of social media as amplifiers of news, regardless of their accuracy or veracity.
Researchers warn of social media abuse or misuse during crises (Alexander, 2014, Kaufhold
et al,, 2019). They furthermore point out the need for evidence-based guidelines when
integrating social media into crisis management practices (Jin, Liu, and Austin, 2014).

Social media amidst Covid-19

While the streets are empty, the web is overpopulated. Social media are experiencing a
new wave of increased usage, accomypanied by a return to their original social scope. Social
media have become the place in which to seek refuge, find a sense of community, socialize
in the age of physical, social distancing, and urge our families and friends to choose
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healthy food and more sensible clothing (Kotler, 2020). A recent survey involving 25,000
people across 30 countries revealed that consumers expect brands to use social media to
communicate regularly. Points of interest are the company's general situation, as well as
potential activities in the area of corporate social responsibility during the crisis (Kantar,
2020).

Usually, in times of external crises, the public is more likely to accept a firm's evasive
responses (Jin, Liu, and Austin, 2014). During Covid-19, silence does not seem to be an
option for brands, however. Nor is it an option not to integrate social media into crisis
management.

Brands, meanwhile, are participating in social media, showing compassion, concern,
transparency, and renewed corporate social responsibility amidst Covid-19.

A countless number of social and societal marketing initiatives on social media could be
mentioned as examples of such virtuous branded social media marketing tactics amidst
Covid-19:

- Foster social change and adherence to government public health guidelines. Examples:
brands have redesigned their logos to reinforce social distancing, as in the case of
McDonalds, Audi, and the Olympics distancing their iconic arches or circles in their logos.
As well as heavy use of Instagram stickers by brands and users alike in support of the
#stayathome campaign, there has been extensive use of content marketing to reassure
and inspire with positive messages, as in the case of Nike encouraging everyone to keep
doing sport at home (with the support of the whole app and Nike digital ecosystem), and
for mental and physical health with the campaigns #playinside and #playfortheworld.

Launch societal causes, often in the form of fundraising campaigns and/or donations to
support local hospitals, health care providers, and international health organizations.
Examples: In less than two months, over 800 initiatives were activated in Italy by
organizations for a total of €709 million in donations (according to
https://italianonprofit.it/aiuti-coronavirus/, data update on May 2, 2020). Among specific
campaigns, some early reactions to the Italian outbreak were particularly interesting.
Two examples have been The Ferragnez (among the most influential Influencer couples
on the web) and their crowdfunding campaign launched on March 9 via the GoFundMe
platform, “Corona Virus, rafforziamo la terapia intensiva” in support of San Raffaele
Hospital of Milan which raised €4.5M in a couple of weeks. Second, the #Together
campaign in which Moncler announced via Instagram (on March 17, 2020) that it was
donating €10M for 400 intensive care units in Milan, gathering 60K interactions, many in
the form of "thank you" comments to the post.

- Leading by example and a commitment to offering tangible solutions: marketers in
categories spanning food to cosmetics to apparel have repurposed manufacturing
facilities to produce essential materials, including hand sanitizers (e.g., Amaro
Ramazzotti, L'Oréal) and personal protective equipment like masks (e.g., Miroglio)

What is emerging is a plethora of purpose-driven campaigns based on brand values and
established history championing a cause, including partnerships with users, influencers,
and people outside the organization to cope with the crisis collectively.

Observing the massive response of brands to coronavirus, the need to add a further, more
proactive and generous response to the crises emerges clearly. On the one hand, the
existing literature proposes defensive reactions to disasters, such as in the work of Dutta
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and Pullig (2011), in which three options are at the disposal of brands to respond to crises:
denial, reduction-of-offensiveness, and corrective actions; or the four (partially
overlapping) clusters proposed by Coombs (2014): denial, diminishment, rebuilding and
bolstering. On the other hand, reactions to Covid-19 suggest that a “commitment to the
common good" stance can be embraced by a brand in responding to the crisis. It could
consist of actions (and social media updates and answers to questions from the public) to
contribute to adapt to the new normal.

If the use of marketing to promote social objectives is not unique to marketing (it has a
name, social marketing, and almost 50 years of history, having been introduced in 1971 by
Kotler and Zaltman), the point here is about adopting social marketing seriously, planning
social media marketing activities to make an impact on social changes, accompanying
consumers during lockdown with positive messaging, while informing, inspiring and
encouraging them. Brands should thus react proactively, with a clear communication
strategy and utilizing their own social media channels to establish information authority
and ensure the organization's accessibility (Jin, Liu, and Austin, 2014). Alongside the
established (and well-studied) social platforms for crisis communication, such as
Facebook and Twitter, the younger platformms have proven to be the most engaging,
thanks to the power of images and short videos.

The campaign should connect to the core values of brands, even adding new purpose-
driven efforts to take into consideration the realities of a world in crisis, via positive
messaging that nurtures unity and builds confidence. While not incurring the risk of doing
social advertising rather than social marketing, which would be more inappropriate than
ever today, among deeply uncertain and emotionally distressed consumers.

Covid-19 could call for a new era of brand purpose, the next new normality in which
businesses tangibly contribute to society's advancement and keep communicating self-
pride, spelling out how each is serving the common good (Kotler, 2020).

Conclusion

Crises have a low probability of occurring but pose a significant threat to the survival of
any organization. This paper contributes to the literature on crisis management,
confirming the crucial role of social media as a tool for firms to respond to an emergency,
disaster or crises. In a paralyzed physical world, consumers are heading online to socialize,
while brands are navigating uncharted waters, rediscovering the social and societal role
of social media and using social networks as a force for good amidst a global pandemic.

Consumers are expecting brands to be more responsible, do their part, and communicate
about the actions they have taken to contribute to the community. To remain silent is not
an option for firms. Social media seem to be the primary tool for updating and responding
in real-time directly with all stakeholders, the media included (as they too are using social
media as a source of information and to comment). An enhanced blend of social platforms
could and should be used by brands to improve outreach and public engagement, by
adding Instagram and TikTok to the more established (including in crisis management)
Facebook and Twitter.

The other evidence that emerges when observing the brand response to Covid-19 is that
there is another response that seems to be a viable option in a time of global pandemic,
which we could call the "commitment to the commmon good." It is therefore vital to use
the opportunity of this unprecedented crisis to start thinking about a renaissance in the
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use of marketing and social media as a force for good. Firms nowadays are expected not
just to deliver a better self, but a better society as well. For companies, fine-tuning their
purpose strategies could be paramount in the months ahead, as many deal with the harsh
economic and emotional pressures brought on by the pandemic. Branding self-pride, as
well as informing the public in a transparent way, responding honestly, in one word
showing the human face of the brand.

What is also noted is that brands should be careful not to exploit the current situation to
promote their products and services. Instead, they should seek to play a meaningful role
in the daily lives of consumers.

In conclusion, brands might have learned a lot in this unprecedented crisis, not just in
terms of forced digital acceleration because of and during Covid-19 lockdown, but also
calling for a new era of purpose-driven brands using social media as a place in which to
serve the community and the common good.
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Managing “Large Projects” through the Covid-19 crisis

In mid-March 2020, the multi-billion-euro, 200km-long Grand Paris Express metro-rail
infrastructure program is put on hold for safety reasons related to coronavirus lockdown
in France. At the same time, the new Genoa bridge construction is pushing ahead in Italy,
allowing an inauguration at the end of April, as a symbol of Italian resilience and hope after
the Ponte Morandi collapse in 2018. And during this same month of March 2020, French
teams at Vinci Construction, together with their British Joint Venture Partner Balfour
Beatty, are closing the negotiation of a £5 billion contract for the HS2 UK high-speed train
program for a planned start this year. On the other hand, many new airports or oil & gas
projects are being put on hold worldwide.

The Large Projects that are core to the infrastructure business weighing about 4% of the
world GDP are heavily impacted by the Covid-19 health and economic crisis and are taking
different routes. It raises new questions in terms of project management resilience,
contracting and governance fundamentals, but also appetite for potential opportunities
or innovations.

Before discussing the impacts of the Covid-19 crisis on Large Projects, it is important to
note that in essence Project Management is adapted to weathering crises, as managing
a project is first and foremost about managing risks across a set of contingencies.
Typically, a mechanistic management system with separate tasks optimized through
dedicated performance processes, which is central to the industrial sector, is appropriate
for stable conditions, whereas an organic form, with a continual adjustment of individual
tasks in interaction with others, typically structuring Large Projects organizations, is
appropriate to changing conditions such as in a crisis, which gives rise constantly to fresh
problems and unforeseen requirements for actions which cannot be broken down or
distributed (Burns and Stalker - 1961).

Coherently, Risk Management is core to Project Management. The basics that are
performed upfront and during the lifetime of any Large Project are fully applicable, and
actually being applied, to the current Covid-19 crisis: establishing the context, including
defining a set of success criteria against which the consequences of identified risks can be
measured, identifying the risks that may impact the project, analysing and evaluating the
risks, which is basically assessing how often a given risk may occur and how seriously it
might impact the project, treating the risks, which is either reducing the likelihood or
consequences of important risks or developing a Risk Action Plan to be activated should
preidentified risks occur, monitoring risks along the project lifetime and, last but not the
least, communicating and consulting through the project lifetime with the main
stakeholders (Cooper, Grey, Raymond, Walker - 2005)

Therefore, the natural reaction of all major project managers facing the Covid-19 crisis was
to both update their risks analysis and activate their existing Risk Action Plans. Very
quickly, specific organizational set-ups were put in place, such as Covid-19 war rooms or
business resilience teams, allowing managers to centralize all essential information in one
place and decide on the strategy and actions. Given the nature of the Covid-19 crisis, the
Health & Safety teams have quickly become central in Large Projects management,
imposing strict protective measures (e.g. distancing on construction job sites). Other
typical action plans encompassed replacing suppliers who were unable to perform, strict
cash management, and close monitoring of accounts receivable, etc.
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However, this unique crisis is challenging many Risk Action Plans in at least three critical
domains: organization, financial management and sourcing.

In terms of organization, distancing on job sites, total travel bans for project engineers, and
non-physical business meetings for leaders are all typical current issues that were often
not predicted in existing Risk Action Plans. How do you manage a port project in Africa
when you are a Chinese contractor with your project managers stuck in China? How do
you manage a tunnelling program underground with hundreds of workers in a confined
space? How do you monitor the engineering progress of a new metro in Eastern Europe
when your main engineering teams are sitting in home-offices around Paris? In many
ways, this crisis is changing working processes. management team war rooms are
happening through secured video-conferencing, the home-office is being generalized for
most engineers who are working across borders with virtual tools, companies are adapting
network and software capacities, health tracking systems are being implemented on
construction job sites. Beyond the current crisis, it is likely that the Large Projects
ecosystems are learning to work in a different way, to face the crisis today, but also possibly
gaining in efficiency for the long run.

In terms of financial management, Infrastructure Projects may currently be facing critical
issues related to delays, reduced productivity and cost overruns. All usually combine to put
the expected project financial margin and cash-curb at risk. As the issue of a global health
emergency, like a pandemic, is not considered as “Force Majeure” in most contractual
agreements, project managers cannot rely on insurance to mitigate those extra financial
burdens which might be heavy in terms of direct project losses or even penalties. Project
managers are left with a few options, such as renegotiating schedules with sponsors and
/ or sharing cost overruns with contractors and suppliers along the overall project value
chain.

In terms of funding for large project infrastructures, how will the current crisis affect the
financing sources between public authorities and private lenders? Will future Public
Private Partnerships (PPPs) allow for the kind of new innovative funding schemes which
have been tested in recent years in different areas, like data monetization-based funding
or cost savings-based investment models (Naulleau-2019)? There is clearly a trend in most
countries to leverage infrastructure projects as a preferred option for economic recovery
with record announcements in terms of the funding to be made available by public
authorities and agencies. Will those huge amounts of capital be leveraged through PPPs
in mature OECD economies or will some emerging mistrust for the private sector prevent
public authorities from cooperating with the private sector? This is an important question
as infrastructure project risks analysis may be considered to be even more thoroughly
investigated in PPP schemes than in classical investment models. In Asia, for example,
some massive infrastructure-based stimulus programs through direct
procurement models following the 2008 crisis led to a number of irrelevant investments
in “ghost infrastructures” lacking traffic or significant use by users or citizens.

In terms of sourcing, Risk Action Plans were established to find back-up suppliers and
multiple sources etc. but few plans had envisioned a complete collapse of entire industrial
ecosystems or such huge logistics issues with large import bans, a lack of transporters etc.
Many companies are openly reviewing options in terms of stocks (e.g. PPE - Personal
Protective Equipment such as masks), supply chain localization or even internalization of
outsourced supplies and services.

162



Beyond immediate project crisis management, the Covid-19 economic storm also affects
relations among stakeholders, as we will see now.

The main direct impact is on contractual relations with few options, as we have seen
above. Skills in contract management but also soft skills in relationship management are
highly critical in order to negotiate revised terms, while preserving confidence for future
business relations.

Beyond the contractual aspects, a Large Project, like any complex organization as
described in organizational institutionalism theories, is a triptych combining a shared
vision, a unique ecosystem of actors with a legitimate leadership, and a set of rules
accepted by these actors. Systemic crises like Covid-19 have an impact on every dimension
of such as triptych.

Visions are being challenged: for example, some are questioning whether it is useful to
build new regional airports, other are discussing the long-term business implications of
the China-led Belt & Road infrastructure program, many are insisting on priority being
given to health and wellbeing infrastructure investment, others are debating whether the
Covid-19 crisis reveals an urgent need for more sustainability in projects or, on the other
hand, whether projects should be got back on track fast with fewer ecological constraints
—to mention just a few on-going debates that will directly affect the visions driving large
projects.

The network of actors and leadership style is also being challenged with questions already
emerging, such as on the global versus local debate. Additionally, leadership is being
guestioned in terms of legitimacy: in the current stormy business context, cognitive
legitimacy consisting in appearing to be doing what is right for society, and procedural
legitimacy which consists in following established processes, expertise and norms, may
appear as much stronger resources for leadership legitimacy, than the usual pragmatic
source consisting in technical and managerial certainties and commitments to results, as
defined by sociological studies on management legitimacy (Suchman —1995). With such
a huge crisis with long-term impacts, the I-know-what-to-do posture may provide some
reassurance initially, but could be very difficult to sustain by leaders in the long run — here
again, Covid-19 may lead to new best practices.

Last but not the least, governance ruling is also under some kind of stress-test. At least
two specific governance topics are emerging for Large Infrastructure projects. First, crisis
management often leads to centralizing information and operational decisions at
Executive Committee or even Board of Directors levels, as fast prioritization is critical. As
the Covid-19 crisis is likely to last for many months, the issue will be to define how long the
organization should keep such short-cuts, and what the new normal governance system
will be. Second, as is typical in large systemic national crises, the role of States is increasing
and yet other bodies, such as NGOs or workers' unions, may have a big impact on projects
as this crisis questions current economic models. Third, legal matters related to workers
protection are all the more complex to handle for project managers as the protection
schemes are often questioned and even modified.

Last but not the least, beyond project management resilience objectives, contractual and
governance matters, the Covid-19 crisis is also triggering innovations and business
transformation in an accelerated manner, in a Schumpeterian creative destruction
momentum.
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It is important here to note that, where Innovation is often rejected during the project
execution phase, new designs or solutions are, on the contrary, a driver of the Large Project
institutionalization process, where the project design and organization is crystalizing
(Swetchine-2016). As we have seen above, the Covid-19 crisis is challenging Large Projects,
be it in terms of vision, ecosystems or governance ruling. In a way, we might consider that
many Large Projects are being challenged and re-shaped to some extent, often with new
objectives, timing and even actors — opening the door for innovation.

We can already see key topics that may trigger innovation for the management of Large
Projects, during and after the Covid-19: efficiency schemes, sustainable development and
business agility.

Efficiency is a challenge, as the Covid-19 crisis imposes new rules for Large Projects, such
as rotating shifts, staff distancing on job sites or complex logistics, that are worsening an
already difficult reality, as studies show that the overall productivity of infrastructure
projects has been rather flat for the past 20 years. We already see some changes. For
example, the current crisis is accelerating digitization processes, typically with the
generalization of digital approvals, such as e-permitting. Other typical changes relate to
contracting models, typically with faster payment schemes. Actually, there is a myriad of
actions being launched nowadays to boost project productivity from the award through
to design and execution; all these innovative actions are likely to boost productivity for
good, once the Covid-19 crisis is over.

Sustainable Development is a second boiling topic and a tough debate that we see
emerging. For example, the European Commission Green Deal is seen by some as the
main driver for the forthcoming EU recovery packages, or by others as a past dream to be
forgotten. Beyond politics, the Covid-19 crisis is questioning our models of development:
More energy production? More metros or more roads? Smart cities around IT systems or
around green mobility? More airports or more rail tracks? More hospitals or more
stadiums? All these questions are on the table and are likely to bring important business
transformations.

Last but not the least, to weather the current fast-changing situation, business agility is
even more essential now than ever before for Large Projects. First, it is about the ability of
doing big business with fewer support staff and via mostly digital interactions, such as
concluding a £5 billion contract overseas encompassing hundreds of engineering
structures (viaducts, tunnels, interconnections, etc.). Second, it is about capturing new
business opportunities, for sure around digital and cloud systems, but also in many other
domains, such as urban infrastructure clean-up, medical waste treatment or advanced
construction material solutions to gain time, just to name a few. Third, agility is also about
business models, for example around financing schemes, with political debates to come,
for example on people personal data monetization, while public bodies financing
capabilities will obviously be under pressure.

Managing Large Projects through such a unique crisis as Covid-19 is a challenge.
Succeeding is all the more important as infrastructure development, from metros to 5G
networks, from off-shore wind farms to transport corridors, from maritime structures to
military facilities, will be at the core of the forthcoming Keynesian stimulus packages
around the world.

As in any crisis, there will be losers — and winners.
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Digital transformation as the key to revival after the pandemic

“There are decades in which nothing happens, and there are weeks in which decades
happen,” Lenin once said. While he was probably not thinking of a pandemic when saying
this, the description is not far removed from what we have been experiencing since the
beginning of March. Throughout the lockdown, companies have been busy handling
urgent matters, such as protecting and furloughing jobs, as well as managing costs and
cash.

Yet, now is also the time for businesses to prepare for the rebound and rebuild, if not
completely rethink how they could charge into the unknown future. This could be a well-
rewarded pursuit. A recent study finds that in the previous four economic downturns,
some 14 percent of companies managed to increase both their sales growth rate and EBIT
margin despite the challenging circumstances (Reeves et al., 2019). So, clearly, it is possible
to thrive in tough times. For certain, there are always winners and losers in every economic
crisis — video streaming, e-commerce and online collaborative tools have been doing brisk
trade during the lockdown while airlines, brick and mortar retailers and conference
organisers have suffered deeply, if not irrecoverably. Yet, making and breaking in the
future is neither pre-destined nor pre-determined: with the right mindset and strategy,
companies can gain advantages in adversity.

Digital transformation likely represents a crucial means to recovery and revival. Evidence
of companies stepping up their efforts in such activity is accumulating. A new survey
reveals that 38 percent and 31 percent of managers answered “we need to re-evaluate”
and “we are taking steps to change”, respectively, when responding to how the
coronavirus event is affecting their decisions on digital transformation (EY, 2020). In
another study, 70 percent of executives surveyed in Austria, Germany and Switzerland
claimed the pandemic had pushed them to accelerate the pace of digital transformation
within their firms (Malev, 2020). These findings are not surprising: companies that are
more aggressive in digitalising their activities are more likely to end up achieving superior
economic performance (Bughin et al., 2017). Thus, in the post-pandemic marketplace, any
businesses intending to operate in the “business-as-usual” fashion will have a higher
chance of slipping behind, watching their technology-driven rivals pushing ahead and
thriving.

Areas for digital transformation after the pandemic

The pandemic has mercilessly and forcefully altered the entire competitive landscape and
rewritten many business rules. To excel in the new normal, companies must consider
redoubling their efforts to embrace digital solutions. Companies can differentiate
themselves through three broad categories of digital capability: customer experience, the
business model and operational processes. In practice, however, the first two areas may
not confer competitive advantage in the short run. In contrast, putting technologies into
improving processing activities can often lead to quicker results. The pandemic and
imposed lockdown have unveiled at least three operational dimensions that are ripe for
improvements with digital technologies:

Cash (management) is always king. The instant economic crisis has laid bare just how

critical cash preservation and management s in the fight for economic survival. The ability

to get hold of cash provides a better guarantee for companies to weather future
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downturns. Technologies can, for example, be used to assess customer credit risk. Re-
ordering algorithms, on the other hand, can help optimise inventories, thereby releasing
cash for other purposes. At the same time, companies can automate payments and
billings to stretch accounts receivable and payable terms to the fullest.

Company-wide remote working is (actually) possible. According to a survey conducted in
the US, only one third of people were working from home before the pandemic (McKeever,
2020). The global lockdown has sent millions of employees to work from home. Surely,
there are no shortage of challenges raised by this new mode of working, but the
experience has made it clear that remote working is a viable, if not desirable, alternative
and some companies are now questioning the need for office space (Thomas et al., 2020).
At the same time, employees may come to realise the benefits of home-based working
and demand to keep on doing so. Mobile and collaboration technologies can free workers
from desks, paper reports and status meetings and help them act together like a well-
rehearsed orchestra.

Resilience is more important than efficiency. Companies in past decades have been
obsessed with the pursuit of efficiency, building systems that seek to maximise it. Yet, this
has also made the systems fragile. It is now clear to many that there is always an optimal
level of slack for any business system — and that level is not zero. As it turns out, slack in
the right amount contributes to greater resilience. In other words, the opposite of
efficiency is not inefficiency; it is robustness. Current technologies offer businesses in all
industries plenty of opportunities to make their operations more robust. They can range
fromm something as small as a very “dumb” Internet of Things device (that requires no
batteries) to track and manage assets?® to establishing a full-scale blockchain to simplify
the running of supply chain (Orcutt, 2020).

Considerations for digital transformation

Just as the pandemic has highlighted where digital improvements can be made, it has
also lent insight into how to best prepare for the new normal.

Start with automating repetitive processes. Companies that are introducing a novel
technology for the first time should concentrate on using it for operational improvements.
For example, one of the best spots to deploy artificial intelligence (Al) is to use it to replace
tasks that are costly, routine and labour-intensive (Tse et al,, 2019). This is because it is far
easier to establish — and achieve - the expected return on investment through cost
savings. Indeed, as the UK CEO of a global insurance giant once pointed out to me, such
savings are subjected to increase as operation scales up.

Understanding operationalisation is more important than the technologies themselves.
It is easy to forget that technologies do not work in a vacuum. Take, for instance, deploying
Al. All too often, managers subscribe to the mistaken view that having the most
sophisticated Al models is the way to gain the most benefits from this technology. Yet,
such a model, no matter how powerful it is, is worthless if it cannot be properly integrated
into the larger business system. As an analogy, an Al model is like a performance car
engine. But what any business is ultimately after is the ability to get from point A to point
B, not an exquisite piece of engineering. To do so, the rest of the vehicle is necessary to

28 An example is Meshtrack, which draws power from the surrounding lighting. It is a chip that is so cheap and
small, making it possible to be placed in small items such as hand tools and personal equipment
(https://www.ximplar.com/products/meshtrack/).
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make the journey and maximise what the engine can offer. Therefore, Al operations (AlOps
for short) — the rest of the car - is of paramount importance to capture the value that the
Al models can provide.

Think how the business portfolio can be enhanced. Many companies see crises as things
to be coped with. But this should not be the case. Naturally, with so many immediate
issues to resolve, it may be difficult to hold a long-term view and come up with a strategy
for such a horizon. In a similar fashion, technological solutions should not merely be used
for quick (cost-cutting) wins. Companies should rethink how digital transformation can
take place at the corporate strategy level. By creating new priorities and technology-
driven strategies for different parts of the business, companies have a much better chance
of identifying and supporting new growth pillars, as a direct result of the world's
heightened acceptance and usage of technologies due to the pandemic.

Conclusion

In April 1815, the eruption of Mount Tambora in today's Indonesia was the largest ever
recorded. It also created a significant amount of ash and dust. In 1816, Europe suffered from
an unseasonably cold summer (partially due to the eruption), following the end of the
Napoleonic War. The aftermath: as food prices soared, millions of people — and horses —
died from disease and starvation. Yet, it took this calamity for a new technology to emerge:
the Laufmachine was invented to replace horses. This, in turn, ended up as the bicycle we
know today. The current pandemic should be no difference. It could lead to novel
technologies, opening up new possibilities and crafting surprising propositions. How —
indeed, whether - this can happen depends on how willing firms are to experiment with
new technologies and to quicken the pace of digital transformation. While it is hard to tell
what lies ahead of us, it is clear and certain that companies should seize this moment and
step up their efforts in digital transformation.
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This impact paper focuses on the relation between the covid-19 crisis and digital
transformation. During the crisis, digital technologies have been a powerful enabler for
the business continuity (and also social life continuity) in the context of confinement.
Analysing what has happened, we outline successes but also limitations of this “go digital”
injunction: digital divides, inappropriate systems, misunderstandings of the potential of
Al. We highlight that makeshift reactions - useful for handling the crisis - are not
necessarily fuelling the more profound digital transformation - neither do they necessarily
accelerate it. They may also cause difficulties — shadow IT, information security breaches,
psychosocial impact. However, they have forced many to consider further some IT-based
tools they would not have considered previously. The crisis showed there is still a long way
to go to reinvent our organisations and business models in digital transformation. This
endeavour may lead to unexpected side effects, such as a shifting balance between cities
and countryside.
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Digital transformation, covid-19 crisis, digital transformation

It all happened quite fast, in the time scale of the world.

A virus infected human beings for the first time — the coronavirus SARS-COV-2 — and
started spreading the covid-19 disease all over the world. This triggered a public health
crisis, leading in a couple of months to the sudden confinement of most of the world's
population.

This sudden “stay home” injunction unleashed a sort of digital deluge - for working from
home, for getting entertained from home, for keeping social relations from home, for
consuming from home, etc. Like it or not, a lot of people and organizations have gone
more digital.

This led some to think the covid-19 would be a powerful accelerator for digital
transformation. Figurel pictures a meme largely shared on social media supporting this
analysis.

Figure 1: A social media meme supporting the covid-19 would be an accelerator for the digital
transformation

Who led the digital transformation of
your company?
A) CEO

B) CTO
C) COVID-19

The crisis creates a disruption. It follows, we tend to think to the after-crisis, we tend to
imagine what the day after will be, what the world of the day after will be. The covid-19
crisis may let us think that this “world of the day after” will finally be a digitally transformed
world, for the better, truly for the better...

In this paper we will question this assumption. We first draw some insights of the digital
dimension of the covid-19 crisis. Then we will go one step further analyzing what the
impact of this crisis could be on the longer term as far as it concerns digital transformation
and how to get the best out of it.

Going digital as a shock absorber. #resilience

Resilience is a concept used in many different fields (ecology, psychology, organizational
studies, engineering, crisis management, and others). Roughly, resilience is about a stable
system, some change, and the ability of the system to cope with this change and to go
back to a state similar to its initial state.

“Graceful degradation” can help resilience. A degradation is said to be “graceful” when the
degraded system is still somewhat functional. Originally a computing concept, it aims at
differentiating between systems which stop working when one of their components is
deficient and systems which continue working — of course in a degraded way.
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When the confinement was decided, all of a sudden people had to avoid physical
proximity as much as possible and ideally they had to stay home. This broke many of the
usual ways of working and living!

The use of digital tools helped the continuity of our activities despite these new
constraints. For instance, tools such as (in alphabetical order) Bluejeans, Google Hangout,
Google Meet, Microsoft Teams, Skype, Zoom, and others, allow synchronous interactions
through videoconferencing. We can continue meeting without moving to gather in the
same place!

The good old email continues allowing asynchronous communication.

Tools such as the Google suite or Office 365 enable collaborative work on shared
documents.

Hopefully, you can continue working from your laptop at home the way you were working
in your office with your desktop computer because you have an external access to the
corporate servers of your company. Maybe you have always been working “in the cloud”!
In this case you have always worked remotely from your files: it does not change much
whether your distant location (from them) is your office or home!

Thanks to these IT tools, a part of professional activities has not been stopped by the
confinement. There may be some degradation in the way of working and the output of
this work, but there is continuity.

This is the same for students (and their teachers!): let's go from learning to distance
learning!

Fortunately, life is not only work! What about friends, family and entertainment? The tools
we have mentioned already allow to organize friendly (distant) meetings (including having
a drink together but in a distant way — popular “apéro-vidéos” in French, video-drinks,
cocktail-videos...).

For your entertainment, video streaming platforms such as Netflix, Amazon Prime or
Disney Plus may be useful. So are online video game platforms.

Thus, faced by a sudden confinement, digital tools can contribute to graceful degradation
and resilience.

This is true... except when this is not. Indeed, what about network coverage? What about
availability of relevant equipment? What about skills (to use the tools)? What about
authorization?

We have all experienced video freezing, people speaking “from a fish tank”, people getting
disconnected, reconnected, disconnected again... The truth is that a video-conference is
still not as simple and reliable as a phone call, with situations - better or worse - depending
on the physical locations of the participants.

We have all experienced the live tutorial to explain how to share a document / deactivate
the microphone/invite an additional participant... This is not because a tool is available on
a computer that the user of this computer knows how to use it!

Authorization is an interesting topic. When the confinement started, some people realized
they did not have the right to remotely access the corporate servers whereas some of their
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colleagues did. For example, some did not have VPN accesses whereas some others did.
This raises the question of trust in management. Information security reasons may explain
this discrimination among staff members, but they have to be clearly explained...and have
to be relevant!

What we are shaping here is a set of digital divides, from technical origins, from skill origins
or created by management/organization choices. These digital divides are grounded in
social divide, in generational divide, in access to education, in how roles, rewarding,
gratitude and trust are designed and implemented in an organization.

Going digital may reveal existing flaws. For some preexisting problems, going digital
makes them explicit and exacerbates them. We may blame it on digital practice, but
sometimes the problem was there before.

Digital transformation? Bricolage is not construction

Facing the crisis, everyone did his/her best with available resources. This is the same at the
organizational level. Unless some plan was ready to cope with a sudden confinement, this
was a stage of bricolage —a mix of improvisation and DIY. Bricolage is a very good thing! It
is related to an entre-/intrapreneur mindset.

However, doing so, all the constraints, all the possible implications have probably not been
considered. Here we will focus on two aspects which could have negative consequences:
shadow IT and Information security.

In an organization, the choice of information technologies (IT) is usually coordinated by
the IT/IS department. This choice is driven by the assessment of different technologies, by
their compatibility with what already exists in the company, by budget constraints, by an
anticipation of needs, etc. Shadow IT is IT selected, deployed and used by part of the staff
of the organization, without going through the usual selection process handled by the
IT/IS department.

Shadow IT is likely to have dramatically expanded during the covid-19 crisis. If there was
no recommendation as to which videoconferencing tool to use, everyone picks up one
among all the freely accessible tools. Some may have chosen a different tool than the one
recommended because they felt it fits their situation better (network constraints,
technical constraints, need for some functionalities..). Some may have created a
Whatsapp group with the colleagues they work the most with. Some may have shared
documents through their personal Google drives...

After the crisis, IT/IS departments will have to shed light on the shadow. Which
technologies have been used? Do they raise issues within the perspective of the global
information system? Should they be integrated? On the other hand, should we force the
staff to abandon them and to use other tools? Did their use cause problems which have
to be solved?

In addition to shadow IT, and overlapping it partially, there is the topic of information
security. The more an organization goes digital the more it is at risk in terms of cyber-
attacks. The digital transformation is necessarily a two-sided endeavour: creating more
value out of digital information and better protecting the value created out of digital
information. If one focuses on creating value, without adapting security to this new type
of value creation, value is created for others: it will be looted!
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In the rush to find answers to the new constraints imposed by sudden confinement,
companies went massively digital - and so did we in our personal lives. The purpose here
was to maintain the ongoing creation of value. Nevertheless, was enough attention paid
to the subsequent new risk exposure? Indeed, was any attention at all paid to information
security?

The crisis unleashed the best and the worst of human nature. Several public bodies
(@among which, the Council of Europe, Interpol, Europol, ANSSI, CERT-EU) stated that
cybercriminality increased dramatically, taking advantage of people going digital rapidly,
without being prepared enough. Several hospitals — at the heart of the crisis response —
have been cyberattacked (for example Paris hospitals were cyber-attacked on March
22nd).

This raises multiple issues:

» Evaluate the damage of cyberattacks which may have occurred and resolve them
when possible;

» Evaluate the risk for the future of possible misbehavior during the crisis;

» Accelerate the increase of Information Security Awareness within the company
(and in society)(Meiller 2019)

Digital transformation? Reaction is not action

IT has a direct impact on time and space. In a nutshell, they reduce distances and duration
and they offer new possibilities for temporal parallelism and rapid interlacing of activities
(see (Meiller 2018a) for a deeper analysis).

These possibilities have been exploited to cope with the confinement. All of the sudden,
we could not physically move therefore we have used IT to free ourselves from physical
constraints.

It has been shown that these possibilities contribute to a feeling of acceleration of society
(Aubert 2018; Rosa 2013). This can lead to positive outputs but also to negative ones (such
as burnout). This crisis, with its rapid and unlimited use of technologies, is pushing this
acceleration, including its negative effects, leading to people suffering from exhaustion,
nervousness and irritability while working from home.

We reacted faced with such adversity with the tools at hand. There is no strategy, no
optimization, no thinking of what the best way to get the most out of these technologies
would be. This is just a reaction.

This step was useful for handling the crisis, but this is not digital transformation.

There are two ways of creating value out of IT. The most valuable one is to consider the
new possibilities of IT and based on them to reengineer processes and to improve business
models. This is complex, but this is what creates the most value.

Another way, easier but yet valuable, is to equip existing processes with IT tools. This is just
the tip of the iceberg of digital transformation, but this is already something.

This is not what has been done during the covid-19 crisis — remnember: bricolage, reaction...
However, the awareness of the existence of some IT tools has increased. A lot of people
were forced by the exceptional context to consider these tools: to realize they exist, to
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know more about their functionalities and even to step up and use them. In a classical
model of integration of an IT tool in an organization, this is the assimilation aspect (de
Vaujany 2009) ref. As of now, two other aspects are missing:

e Adoption by the organization — which implies some analysis on the subject

* Appropriation by the users — not only to use some basic features to palliate at least
partially the changes imposed by the crisis, but to create usages which get the
most out of these tools in every context.

Digital transformation? Understanding decision making better

At the heart of the digital transformation is the processing of digital information.

Let's focus on decision making and data processing during the covid-19 crisis. First, a
simple example: to make decisions in the face of a pandemic, we need data about how
the pandemic is spreading. Collecting these data (in particular the number of deaths) may
seem easy, but the reality proved to be the opposite. There is no right or wrong here, just
a blatant illustration showing that data collection is not straightforward. Interconnections
between systems do not necessarily exist. An information system is designed for some
purposes and it may be difficult to use it for something else. There is no magic behind
digital transformation! Just tools and methods offering great opportunities but coming
with their own constraints.

The second example is the one of Artificial Intelligence (Al), and more specifically the one
of machine learning. Some expected a lot fromn machine learning to find a solution to the
covid-19 crisis. This is a sign of great misunderstanding! Machine learning identifies (if any)
correlations in a set of data. Within Al, machine learning is on the artificial experience side:
based on past observations, identifying regularities.

In considering the covid-19 crisis, there are no past observations... This is not our second or
third covid-19 crisis! Consequently, machine learning is useless here.

Machine learning can help to solve specific problems related to the covid-19 crisis. This is
the case for instance in medical research, because some of the characteristics of the
current virus are shared with other known viruses (which have already been studied).

However, you should not expect these tools to solve an issue which has never been faced
in the past. Machine learning may anticipate a new occurrence of something which has
already happened, but it cannot predict a “new future”.

Now that a variety of responses has been tried to handle the crisis (strict confinement, no
confinement, confinement with exceptions, etc. ) we will have data to fuel machine
learning algorithms so that they help us determine what seems to work better... for next
time.

This leads to two key points concerning digital transformation:

1. The potential and limitations of decision-making tools have to be clearly
understood by their users and we should think carefully how to integrate these
tools in decision making processes.

2. Decision makers are the ones making decisions. They have to make decisions even
when they do not have all the information. Of course, they must exploit as much as
possible available data and tools rationalizing decision making (Al tools for
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instance), but they should not be blocked when data and tools are not sufficient to
determine which decision would be the “best”. Organizations and individuals will
always need to be able to make choices under uncertainty(Meiller 2018b).

From smart cities to smart countryside?

Another aspect of the Covid-19 crisis in the perspective of digital transformation is to show
cities and countryside in a new light. Many people have experienced that their work can
be done away from the office. Therefore, professional criteria would not be a part of the
attractiveness of cities anymore. As cities come also with high rents, air pollution, higher
risk of contagion during an epidemic, etc,, this may create an alternative to the ever
growing megalopolis, with more and more people in the countryside, linked to their
companies, to entertainment, to distant medical services, and so on, through efficient
digital equipment and associated organizations.

It is not obvious whether it would be better for the environment. Such a major increase in
the use of networks and IT would come with more energy consumption. Spreading people
would prevent mutualization of transport (subway, buses...). For the same reason, it is
easier to optimize some services in a city. Of course, this would facilitate local agriculture
and short food supply chains, this would reduce issues related to high densities of
population, and this would better optimize the use of space (merging living space and
working space), etc.

Socially, it would create new divides, between the ones who can choose not to live in the
city and the ones who have to because their job is not compatible with distant working.

Conclusion

For sure, the ongoing digital transformation of our societies and companies has helped
coping with the confinement imposed by the covid-19 crisis. It has been (and still is) a
major contributor to resilience.

However, the crisis showed a lot still needs to be done in terms of digital transformation.
The digital divide is blatant. The networks, tools and organizations need further
improvement.

Will this accelerate the overall digital transformation?

We cannot be sure. The actual impact of the crisis has been to give more visibility to some
digital tools and to help hesitant people to step forward and to use them.

Now the more complex is yet to be done. At the very least, reflect on the bricolage-based
practices emerging during the crisis and think of the ways the use of these tools may
improve the existing processes in companies, in a perennial way. Then go further: reinvent
organizations and business models based on the changes IT can bring.

By focusing attention on the tools, the current crisis may be counterproductive. Indeed,
the digital transformation is also about persons and about organization. It is about
management, business models and creativity.

Let's be optimistic and think the will to leave the crisis behind, the will to change things,
will lead to reinvent organizations and ecosystems, boosting the digital transformation.
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Let's not solely rely on the crisis but on our understanding of digital transformation and
on our willingness!
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Two sides of the same coin: Why entrepreneurs can transform the
crisis into business opportunities to create more impactful and long-
lasting ventures

Entrepreneurs play a critical role in our market economies and are typically described as
the powerhouse of a national economy, activating and facilitating economic activity. We
know that entrepreneurs can initiate economic development by breaking up its current
status through innovations. More recent studies (Sydow et al, in press) describe
entrepreneurs also as microinstitutional agents that promote institutional bottom-up
change, such as the support of market functioning and the facilitation of market access.
Therefore, entrepreneurs are a critical determinant of the level of success, growth, and
prosperity in economies. Effects that become even more important in a moment of crisis.
To better understand why we believe that entrepreneurs can transform the COVID-19-
pandemic crisis into business opportunities, we need first to clarify the key economic
faults that have become more evident due to the COVID-19 pandemic.

One side of the coin: economic faults behind the COVID-19 crisis

Individuals such as Greta Thunberg and her Fridays For Future movement have already
tried to convince us that our well-known ‘normal’ is one of our key problems and that we
should not go back to where we were pre-COVID-19. If we are honest, we should recognize
that our economic system has had tremendous flaws for decades. What has happened
now is that the tornado of the COVID-19 pandemic has simply swirled up our systems and
undoubtedly disclosed the weaknesses in our societies, politics, and economies. Although
they have always been there, as a subliminal part of our daily lives, now they have become
visible for all to see.

We summarize three fundamental categories of structural faults in our economies and
whose effects are intensified by COVID-19:

Global over-consumption of natural resources

The Global Footprint Network?® showed in 2019 that if we continue living as we are used
to, we would need the natural resources of 1,75 earths, highlighting the fact that we
currently use more resources than we have available. Our over-consumption is
furthermore connected to the production of waste, with which we have filled our planet
in the last few decades. In 2019, the World Economic Forum?3° published a study that shows
that we eat a credit card’s worth of plastic a week. Moreover, global sea levels are rising,
glaciers are melting away, and forests are dying because we have caused extremely high
greenhouse gas levels. By continuing with the destruction of biodiversity, rapid
urbanization and population growth, we will greatly increase the likelihood of another
pandemic (Gossling et al,, 2020), as David Quammen recently pointed out in his critical
opinion in the New York Times:®' “We cut the trees; we kill the animals or cage them and
send them to markets. We disrupt ecosystems, and we shake viruses loose from their
natural hosts. When that happens, they need a new host. Often, we are it.” He argues that

2 For more info: https:;//www.footprintnetwork.org/2019/06/26/press-release-june-2019-earth-overshoot-day/
30 For more info : https://www.weforum.org/agenda/2019/06/you-eat-a-credit-card-s-worth-of-plastic-a-week-
research-says/

31 For more info: https://www.nytimes.com/2020/01/28/opinion/coronavirus-china.html
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we currently live in the Anthropocene era, the geological age in which human beings
determine the earth. From his personal perspective, one of the critical hidden costs seems
to be the resulting transmission of disease from wildlife to humans.

Lifestyle of fast-consumption

Ryanair, Airbnb, H&M, Zara, and McDonalds (just to name some examples) are an integral
part of our lives. Although giants nowadays, they were once started by entrepreneurs such
as Erling Persson (H&M) and Brian Chesky, Nathan Blecharczyk and Joe Gebbia (Airbnb),
who were able to orchestrate a whole ecosystem around their firms characterized by the
ideas of fast tourism, fast fashion, and fast food. They all contribute to mass consumption
of inexpensive and rapidly produced products/services that lead to a massive negative
environmental impact. The global fast fashion sector generates 92 million tons of waste
per year and 79 trillion liters of water are used each year (Niinimaki et al., 2020). Short-term
rentals in cities transform neighborhoods into “tourist enclaves” (Furukawa & Onuki, 2019,
p. 2). Some critical voices argue that Paris, for instance, has 100,000 empty homes and
100,000 second homes that are for short-term rentals instead of providing affordable
housing to their local inhabitants. Due to the COVID-19 pandemic, however, Airbnb’'s
bookings have collapsed by 96% and they are now offering apartments to health workers
and fancy online experiences. At the same time, European cities such as Paris and
Amsterdam can finally recover by digesting the impact of daily tourists. Venice's usually
polluted canals have turned significantly clearer, stressing the fact that we over-use our
cities through intense mass tourism.*?

Social injustice

In contrast to developing economies, countries within the EU have been characterized by
a solid middle class. However, recent European surveys have disclosed a rising trend
towards a widening gap between rich and poor, especially in larger European cities.>® This
subliminal trend has become even more evident during the COVID-19 crisis, in which we
have realized which professions are relevant to make our economic system work.
Surprisingly, there are some professions that have been traditionally less visible and
respected within society, and have now been turned into “forgotten heroes”3* such as
supermarket employees, nurses and hospital cleaners. Cases of social injustice might
become even more critical if we think about a future “global distribution of covid-19
vaccines” scenario in which richer countries could monopolize production and supply of
vaccine, thus leaving poorer countries behind. Even though the WHO has recently stated
that they want to ensure everyone everywhere can have access to new covid-19 vaccines,
there remains a relatively high degree of uncertainty and complexity to establish
appropriate policies for an equal global distribution. A challenge that we have already
faced during previous pandemics, such as the swine flu pandemic in 2009 (Versluis et al,,
2019).

Second side of the coin: transforming the crisis into business

opportunities

32 For more info: https://www.bloomberg.com/opinion/articles/2020-04-02/will-airbnb-become-obsolete-after-
the-coronavirus

33For more info: https://ec.europa.eu/budget/euprojects/node/2237_en

34 For more info: https://www.bbc.com/news/world-us-canada-52359101
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The COVID-19 crisis seems set to cause severe economic damage that will shape our global
economy. However, if we look back in history, we have faced several serious crises which
have then been followed by economic prosperity. To highlight some examples, Trigema
was founded right after the first World War in 1919 by two brothers, Josef and Eugen Mayer,
in the South of Germany. Nowadays, it is the largest manufacturer of sportswear and
casual fashion which is purely made in Germany.?> Or Frescobaldi, a winery from Tuscany,
that has produced high-quality wines for 700 years Its history has been shaped by
external shocks such as the “Italian Wars” (1494-1559), the War of Spanish Succession, two
World Wars and several bankruptcies. Those examples demonstrate that a crisis and/or
bankruptcy for several business sectors can at the same time offer new opportunities for
others that want to fill the voids with long-lasting businesses, such as the founders of
Trigema and Frescobaldi. Both have turned their new ventures into long-lasting family
firms.

We believe that it is intriguing to analyze this type of entrepreneurs to illuminate how they
can transform crises into business opportunities that create more impactful and long-
lasting ventures. Therefore, we should deep dive to the very starting point of
entrepreneurial action, namely, the entrepreneurial mindset which guides the cognitive
research for business opportunities. Here, in the origin of entrepreneurial action, we can
decide which type of business ideas are first recognized, and then started. Haynie,
Shepherd, Mosakowski and Earley (2010, p. 217) defined an entrepreneurial mindset as the
“ability to sense, act, and mobilize under certain conditions”.

Yet, we argue that three vital must-haves of an entrepreneurial mindset have crystalized
out of our analysis in the context of COVID-19 pandemic.

Be prosocial and balance a plurality of values

One of the first things that management students get introduced to is the term “homo
economicus”, representing a view of humans as self-interested agents seeking optimal
and utility-maximizing outcomes. It has shaped several key business objectives such as
profit maximization, economies of scale, and the scalability of a business model. However,
“homo economicus” seems to be an oversimplification of who we are and the motivations
that drive our action, thus leading to mindsets and key objectives that underrepresent the
complexity of human beings. If we want to find business-oriented individuals that
experience a plurality of values, we can look at family entrepreneurs who are continuously
embedded in their family identity (i.e. role as father/mother) as well as in their business
identity (i.e. role as general manager), and are trying to establish an equilibrium (Ciravegna
et al,, 2020). Frescobaldi was founded by members of the family 700 years ago and from
there on we can observe how single individuals of the family were able to successfully
incorporate shared family values into their business objectives. “For 700 years, the
Frescobaldi Family has combined tradition, experience and innovation with creativity and
the pursuit of excellence.”™ With this statement, Frescobaldi demonstrate their
commitment to blending a strong family tradition with business innovation. By doing so,
they were able to establish a firm which is not simply interested in profit maximization,
but which is composed of a family with all its social relationships, that wants to be
proactively involved in the political and sociological history of Tuscany. Wolfgang Grupp,
the current CEO of Trigema, stated “Our actions must not be solely guided by goals such

35 For more info: https:;//www.trigema.de/en/unternehmen/geschichte/
36 For more info: https://en.frescobaldi.com/
37 https://en.frescobaldi.com/company/family/
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as increased power and greater market share, but by solidarity, respect for all members of
our community, justice and sustainability.”*® Both examples display a blend between
prosocial attributes and business success that are shaped by individual mindsets. A
mindset which is closer to some fundamental characteristics of humanity, such as
prosocial attitudes shaped by fairness and altruism (Samara et al,, 2019). Yet, paradoxically,
we have started to define some of our basic elements of humanity as something
‘particular’ which you can notice in the trend of social entrepreneurs and the surrounding
ecosystem of impact investors that are guided by creating both social impact and profit.
It seems surprising to us that we have introduced new types of entrepreneurs to describe
a prosocial mindset, while actually the restrictive orientation towards economic goals
seems to be an oversimplification. In the face of COVID-19, we hope that there is a trend
toward re-discovering the value of a mindset which is shaped by prosocial attitudes,
blending economic goals with fairness and altruism.

Be a founder of a business that you would like your grandchildren to see

According to the GEM national report (2019), more than 100 million start-ups are launched
every year globally, which is about three startups per second, underlying the fact that
there are plenty of new business ideas outside. We literally live in a world where new ideas
are abundant. So, we need entrepreneurs that ‘make sense of an overabundance of novel
opportunities’ and that start ventures with a powerful purpose and the potential to endure
more generations. Entrepreneurs should not be in love with their product or service, they
should continuously re-evaluate their meaning and purpose to establish a firm that can
innovate overtime (Verganti, 2017). As we can see in the case of Trigema, it was one of the
first companies in Germany that turned its production of clothes into the production of
face masks. Moreover, the founders of Frescobaldi were pioneers in longevity as they
succeeded to establish a firm that is currently in its 31t generation. They focus on heritage
practices that give precedence to long-term generation of family wealth over short-term
preferences for specific governance forms. Thus, their business practices are oriented
towards the idea of passing on a healthy business to the subsequent generation. Their
mindset is shaped by the idea of creating long-lasting relationships with their
stakeholders and creating a vital community culture. For instance, long-term community
engagement helped them during the Second World War, when their most important
wine production site was first occupied, and then bombed by the Nazis. Luckily, the
Frescobaldi family was supported by the local population and by a large network of
stakeholders, including its employees, so that they were able to overcome the crisis
(Ciravegna et al., 2019). Whereas Trigema states that it offers their “employees’ children a
job guarantee” to illustrate their long-term orientation. Both activities underline the fact
that the family firms identify themselves as active members in their environment and that
they want to create long-lasting impact through their businesses. This long-term
orientation should be embedded in an entrepreneurial mindset as it seems to facilitate
entrepreneurs to transform their ideas into impactful ventures that endure more
generations. Therefore, entrepreneurs, even though they are not planning to establish a
family firm, should thrive for being a founder of a business that they would like at least
their grandchildren to see, because what we need are new impactful ventures that are
responsible members within their environment.

38 For more info : (https://www.trigema.de/en/company/philosophy/)
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Show empathy with the people in your network to navigate through stormy times

We have seen that during the COVID-19 crisis, female leaders such as Angela Merkel
(Germany), Mette Frederiksen (Denmark), and Sanna Marin (Finland) have demonstrated
resilience and success in navigating their countries through the uncertainty of the
pandemic. Although there are plenty of countries with male leaders that have done well,
it does seem that one trait that they all have in common has been revealed, namely
empathy. Empathy is defined as a subjective capability of and willingness to recognize
and understand the feelings and the perspective of others. Typical elements to describe
someone as empathetic are: caring, compassionate, supportive, tolerant, and ready-to-
help (Payne et al., 2011). For instance, Angela Merkel bemoaned “every death as that of a
father or grandfather, a mother, or grandmother, a partner ..."*® during her speech to call
on the shared responsibility of each individual in the society during the pandemic. The
owner of Trigema used her words to talk to his employees in a video on the website in
which he guaranteed all their jobs while at the same time asking for their commitment
and responsibility. Showing empathy seems to be a strong weapon to get the
commitment of key stakeholders during a stormy period. It seems to function as a driver
of getting a social network into action.

In the face of COVID-19, empathy has been shown to be a facilitator of stakeholder
engagement by clearly outlining the reasons or benefits for them to contribute.
Understanding the feelings and thoughts of your stakeholders allows you to customize
your call-to-action and thus stakeholders can better identify their personal meaning.
Therefore, we believe that empathy will play a key role in the entrepreneurial mindset to
guarantee that individuals are able to navigate their ventures through stormy seas.

Conclusion

We know that entrepreneurs can function as microinstitutional agents (Sydow et al,, in
press) to promote bottom-up institutional change. In order to exploit this power of
entrepreneurs, we have explained why entrepreneurs can transform the COVID-19 crisis
into business opportunities for long-lasting ventures. We have identified three must-haves
of an entrepreneurial mindset, namely, (1) be prosocial and balance a plurality of values (2)
be a founder of a business that you would like your grandchildren to see (3) show empathy
with the people in your network to navigate through stormy times, that help us to tackle
the fundamental structural faults of our economic system.

By doing so, we might be able to finally go from the phase of understanding the great
challenges to the phase of making great changes that might not only lead us out of this
economic crisis but, more importantly, lead us to a more sustainable future for our next
generations.
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Abstract

This paper questions the industrial sector which has almost become a barometer of the
crisis and is under the spotlight of the media and analysis. We wonder whether these
companies might not be better equipped than others to emerge from the crisis, having
become accustomed to managing constant change and already begun their digital
transformations. Based on our research conducted in the "A Factory for the Future" Chair,
we stress that this preparation for the exit from the crisis implies putting the human being
first. It appears that the industrial sector is already focused on four key questions that are
central to its future challenges: what skills are expected, how to manage them tomorrow,
what adjustments to expect and what future for the HR function. These are questions that
must remain central in the post-crisis period, in our opinion.
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Industry: A prototype that is better prepared than others for the end of
the crisis?

The Coronavirus crisis is immense, leaving no sector of the economy or society untouched.
One sector is particularly under the spotlight of the media and analysis: Industry. It has
almost become the barometer of the crisis and the activity of factories in particular has
served as a signal at the various stages of this crisis.

From January, the shutdown of the electronic component manufacturing plants in
Wuhan paralyzed global giants such as Apple, Nintendo and Hitachi.*® At the same time,
car manufacturers started to close their Chinese factories® and France discovered its
reliance on producers of raw materials for its medicines.*? Each new announcement of
closure, often unprecedented for the company making it, became one more step in the
inexorable advance of the pandemic, everywhere and for everyone. It also pointed out the
diversity of activities within industry, with some no longer considered essential
(automotive, aeronautics, maritime, railways, etc.) while others continued their vital
activities, sometimes in a reduced manner in order to preserve the health of their
employees (energy, medicines). The decisions of each of the divisions to close or reduce
the activity of their plants were often experienced as electric shocks, not only for the
employees, but also for the company, which is used to the continuous activity of these
flagships of the economy.

Secondly, industrial companies have demonstrated their ability to react and adapt. Many
of these companies have succeeded in transferring their knowledge and know-how to
serve the health sector. A Givenchy perfume factory (LVMH), for example, began
producing hydroalcoholic gel in just a few days,*® while Michelin developed and produced
masks at the end of April,* and many others have also transformed their production
systems, sometimes far removed from their initial activities, to equip healthcare workers
and then all citizens. This industry is therefore one of the symbols of the necessity but also
of the concrete implementation of solutions to the health crisis.

Today, when Renault, Arcelor Mittal or ST Microelectronics start up their business again in
France, they are signaling a drop in temperature in the crisis, without however signifying
the end of the panic fever. These industrial companies certainly show that it is possible to
think about preventive gestures, to rethink the organization of work on assembly lines, or
to generalize teleworking for certain categories of employees. While they are in the
process of getting their sub-contractors back to work, they also point out that this will be
difficult for everyone, including huge industrial companies.“®

Thus, industry is considered a thermometer of the crisis and could, in our opinion, be
better armed than other sectors to emerge from the crisis.

““Apple, Nintendo, Hitachi.. Comment le coronavirus paralyse la fabrication de produits électroniques”, L'Usine
Digitale, 6 February 2020.

““Renault prolonge la fermeture de son unigue usine chinoise a cause du coronavirus”, L'Usine Nouvelle, 13
February.

“2“Pénurie en vue : le coronavirus menace la production mondiale d'antibiotiques”, Atlantico, 19 February 2020.
43 “La mode se paie le luxe de la solidarité”, Le Monde, 30 April 2020.

“4“Comment Michelin va fabriquer des millions de masques”, LesEchos, 14 April 2020.

4 “We are experiencing a crisis of unparalleled magnitude in aeronautics and we learn every day” Philippe
Petitcolin, CEO of Safran, 27 March 2020.
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Through our research work in the "A Factory for the Future" Chair at ESCP BS,*® we can
identify two key factors for the future of our industry:

e its preparation, due to its familiarity with crises and the digital transformation
processes already underway,

e andthe place already given to the human being and the questions associated with
this role in the reflections conducted on productive systems.

An Industry prepared for the post-crisis period

A continuous preparation for difficult situations

Industry has almost always had to deal with unforeseen and/or difficult situations. Proof of
this is to be found in its key words: delocalization, deindustrialization and de-structuring.
All these words, which characterize its history, share the same Latin suffix "de". This suffix
alone sums up the losses, situations of cessation of activities and/or destruction of
productive capacities that have marked industrial history. Many companies have been
forced to question their business models, sometimes repeatedly, to think about a new
division of labor in the world, to part with non-strategic parts of their activities, and to
constantly face increased competition and economic, environmental and societal
uncertainties. Many industrialists were already familiar with the management of
shutdowns, business slowdowns and reorganizations, etc. Of course, they were certainly
not prepared for the magnitude, duration and multiple uncertainties of this crisis, but they
do have practices to hold on to, and systems already in use to refer to. They are therefore
one step ahead of other more protected sectors.

A collective preparation for digital transformations

Industrial history has been marked by four revolutions since the end of the 19 century
and the introduction of mechanization. Today, "Industry 4.0", described as the 4" industrial
revolution by the German government in 201347 (Johansson et al., 2017), is based on
organizations in which many digital tools are introduced, or even widely distributed,
ranging from the use of robots and artificial intelligence to the implementation of "closed
door machining" and the processing and sharing of computerized data. The crisis has
highlighted the need to deploy these digital tools everywhere and for everyone, while
controlling the associated data. By having no other choice than to digitalize their
production systems, to think about security or the use of their data, industrial companies
are one step ahead of other sectors. This lead is all the more crucial today, in that it was
organized collectively. In the case of France, many industrialists have joined forces to think
together about these digital processes, benchmark their practices, and anticipate the
effects of this digitalization. Through these groups, they knew that their organizations
would have to be rethought in the light of this inevitable digitalization. Of course, not all
of them were engaged to the same extent in these major transformations, but they all
knew that to remain competitive, they had to deploy them more widely. The crisis has
certainly led them to accelerate certain processes. It is also forcing them to consider the
digitalization of some parts of their activities which are sometimes relegated to the

46 https://www.escpeurope.eu/fr/faculty-research/chairs-and-professorships/chair-factory-for-future
47 Recommendations for implementing the strategic initiative Industrie 4.0 — Final report of the Industrie 4.0
Working Group (Kagerman, Wahlster, & Helbig, 2013).
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background, for example the digitalization of support functions which are now more
particularly concerned by the introduction of remote work.

Thus, industrialists have assets to manage and must find an exit from this situation. For us,
their preparation is based on a key resource: people. The partners of the "Factory for the
Future" Chair, the Safran and Michelin groups, met to discuss the place and ways of
managing human resources in the digitalization of factories. The discussions on this
subject are a rich source of information to consider a way to get out of the crisis.

The human being at the center of preparations to emerge from the
crisis

Manufacturing companies do seem more prepared as they have already asked
themselves four key questions about their strategic resource for emerging from the crisis
- their employees.

What skills for the future?

Digital transformations initiated in industry appear to be inseparable from questions
about work methods and workplaces, new organizations and the skills required to
accompany these transformations. The quantitative effects of these changes in terms of
job reductions or, on the contrary, the creation of new jobs (according to the Swedish
report, e.g.Johansson et al., 2017), have been a particular focus of study in recent years. But
beyond that, the industrial sector had also become aware that all these changes could not
take place without reflection and action on the qualitative aspects of these
transformations, i.e. the skills expected of these workers in the factory of the future.
Contradictory movements were thus identified, of upskilling of “operators 4.0.”, i.e. with
augmented, collaborative or analytical skills (Romero et al., 2016), or conversely, a loss of
skills (deskilling), with tasks that are more fragmented and less knowledge-intensive
(Abrahamsson & Johansson, 2006). And the answers to these questions can only be plural.
In the context of research in the Chair, we are studying the fact that the famous "soft skills",
which are very much in vogue today, will not be the only skills expected tomorrow. The
challenge is also to think about the technical skills that will be indispensable tomorrow,
for example those in data management, analysis and security, but also others that are
sometimes manual, and the systems that will make it possible to acquire and transmit
these skills that are often rare on the labor market. Industrial companies are therefore
already familiar with these questions about the skills expected in the future. The challenge
lies more in the cohabitation of skills than in the substitution of skills. The ambidexterity
of operators or of certain functions, i.e. the ability to be both in the use of existing
knowledge and know-how while moving towards innovations, is therefore key for
tomorrow. |In this sense, the reflections on the value of the man/woman in relation to
machines and on the expected skills will have to be pursued in this crisis context, and
become key for other sectors.

How to manage these competencies in the future?

Industry 4.0 refers to new techniques and methods, but also to new modes of
management and human behavior (Sousa and Rocha, 2019). It therefore raises questions
about how to manage human resources in this change. It is not a question of "simply"
asking who or what strategic skills will be needed tomorrow, but also of knowing how to
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identify these human resources, attract them, encourage them to develop internally,
develop them, and potentially also how to help them remain employable in order to work
elsewhere. This makes the roles of Human Resources Management (HRM) even more
strategic. Together with the Chair's partners, we have initiated work on these issues, which
are now crucial to managing the crisis. The short-time work plans set up in many
companies are not just a question of quantitative workforce management. They require
prior reflection on the career paths of employees, both internally and externally. And those
who had already understood the importance of this HRM, as is the case in industry, have
already reached a first level of answers.

What adjustments to expect?

In one of our research projects in the Chair (Galindo, Garbe & Vignal, 2019), we showed that
the digital changes initiated in factories led to a return to the gaps classically identified in
the literature between the policies initiated, practices implemented and feelings towards
these practices. Contrary to the "myth of HRM fits" (Lengnick-Hall et al., 2009), it is almost
impossible to have a perfect alignment between strategy and HRM, and even between
HRM practices (Wright and Nishii, 2013). The digital transformations initiated in factories
were thus, in our research, associated with gaps caused by excessively centralized
organizations or the short term view, by a lack of human and IT resources, or by the
diversity of employee profiles, for example. These gaps between intentions and
achievements therefore lead to a certain prudence in terms of the actions initiated, and
to a gradual approach to implementation and effective use of these tools. Post-crisis
management is associated with this question of the expected effects of the policies that
are initiated. Any decision is, and will be, associated with a chain of decision-making,
translation, appropriation by different actors, and therefore a potential succession of gaps
between the initial project and its effects on the actors concerned. Foreseeing this issue
from the outset will prevent these industrialists from falling into known pitfalls.

What roles for the HR function?

Although the focus is on the management of companies when announcing plant closings,
factory reopenings and partial layoffs, the actions are largely carried out and rely heavily
onthe HR function. The actors of this function have occupied the role of a business partner
more than ever before, setting up teleworking systems, managing the illness of certain
employees, the repatriation of others, and short-time working. Industry 4.0 was already
guestioning their roles and the future prospects of the function, a subject we are currently
studying in the Chair. Post-crisis management makes this question even more crucial.

These four questions must, in our opinion, remain central to managing the exit from the
crisis. Although we do not have definitive answers to these questions, it appears that the
industrial sector has already placed them at the center of their future challenges.

Conclusion

More generally, the crisis has turned the spotlight on the human being and on all the

guestions related to their place in organizations, today and tomorrow. Whatever the

situation, it appears that workers are central to the challenges, both to preserve their

health and their activity, which are intimately linked in countries such as India and to a

lesser extent in all other countries. It also appears that the human being will be at the

origin of the necessary changes to get out of this global crisis. And with their ongoing
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digital transformations, at least some industrial companies had already asked themselves
these questions and sketched out the first avenues of response that will be an undeniable
asset for the future.

Our research therefore shows that some manufacturers are therefore benefitting from
policies and practices initiated several years ago. Nevertheless, it must also be pointed that
not all industrialists had started these thinking processes, often due to a lack of resources,
whether in France, Europe or even more so in certain regions of the world. The situation is
even "apocalyptic" for some. If the generalization of the situation of large French industrial
groups is difficult, however, their cases show that industry occupies a more symbolic place
than ever in this period of crisis. It allows us to weigh up the gravity of the situation, the
need to urgently review production methods, and the capacities of each individual to face
these unprecedented parameters. Above all, it brings us back the debates on human
issues that may have been lacking in recent years, overwhelmed by financial and
technological challenges. Let us hope that this human urgency is not volatile, and that it
becomes permanent, at last.
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Corporate mergers for a global scale. A bad good idea?

With the Coronavirus crisis, many stakeholders of all kinds have called strongly for a
relocation of the activities involved in the production of goods and services. Mask shortage
aside, which many interpreted as the crisis of industrial reliance on China, it has been
much argued that the globalization of companies has become excessive and that it is
necessary to set in motion a salutary movement of return to the country, or at least to the
region of origin.

These recent debates only exacerbate a discourse that has already been audible for several
years. The recent case of the failed merger between Alstom and Siemens was a perfect
illustration of this. In this text, on the basis of this case, | would like to show the need to
calm down the discourse around corporate globalization. This reminds us that the relevant
market for goods and services is usually the regional market (Europe, America or Asia). In
this sense, forcing industrial mergers to go ahead in order to obtain a so-called global scale
could essentially result in negative effects for consumers in the regional market of origin.

The Alstom-Siemens non-merger and its discontents

Last year, the Alstom-Siemens veto by the European competition authority raised a wave
of furious protests in business and political circles. Despite EU Competition Commissioner
Margrethe Vestager's explanations, French Finance Minister Bruno Lemaire fiercely
expressed his grievances against the decision, arguing that European companies need to
become stronger on the global stage. “Let's have a look at reality — we are facing a huge
challenge with the rise of the Chinese industry. What do we do? Shall we divide the
European forces, or try to merge the European forces from the industrial point of view"?
Bruno Le Maire told CNBC's Hadley Gamble at the World Government Summit in Dubai
(Turak, 2019). “Often European companies are competing globally with US or Asian firms
that are very strong in their home markets,” commented Peter Altmaier, a close ally of
Angela Merkel, in an interview with FT (Chazan, 2019). “So Europe should also allow
companies to exist and become global players that are big enough to compete
effectively.”

Box 1

The conception and abortion of the project

In 2017, Alstom and Siemens Mobility, two former rivals, decided to combine their
operations in a merger of equals. The combined entity would be known as Siemens
Alstom and would be a global leader in the rail transportation market. More specifically,
France and Germany wanted to create a European rail giant that could compete with
China's State-controlled giant CRRC.

The European Commission prohibited Siemens' proposed acquisition of Alstom under
the EU Merger Regulation. The decision followed an in-depth investigation by the
Commission of the takeover, “which would have combined Siemens' and Alstom's
transport equipment and service activities in a new company fully controlled by
Siemens. It would have brought together the two largest suppliers of various types of
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railway and metro signalling systems, as well as of rolling stock in Europe. Both
companies also have leading positions globally.

The merger would have created the undisputed market leader in some signalling
markets and a dominant player in very high-speed trains. It would have significantly
reduced competition in both these areas, depriving customers, including train
operators and rail infrastructure managers, of a choice of suppliers and products.

(...) Stakeholders were worried that the proposed transaction would significantly harm
competition and reduce innovation in signalling systems and very high-speed rolling
stock, lead to the foreclosure of smaller competitors and to higher prices and less choice
for customers.

(..) The Commission had serious concerns that the proposed transaction would
significantly impede effective competition in two main areas: (i) signalling systems,
which are essential to keep rail and metro travel safe by preventing collisions, and (ii)
very high-speed trains, which are trains operating at speeds of 300 km per hour or more.

(..) The remedies offered by the parties did not adequately address the Commission's
competition concerns. In particular:

In mainline signalling systems, the remedy proposed was a complex mix of
Siemens and Alstom assets, with some assets transferred in whole or part, and others
licensed or copied. Businesses and production sites would have to be split, with
personnel transferred in some cases but not others. Moreover, the buyer of the assets
would have had to continue to be dependent on the merged entity for a number of
licence and service agreements. As a result, the proposed remedy did not consist of a
stand-alone and future proof business that a buyer could have used to effectively and
independently compete against the merged company.

In very high-speed rolling stock, the parties offered to divest a train currently not
capable of running at very high speeds (Alstom's Pendolino), or, alternatively, a licence
for Siemens' Velaro very high-speed technology. The licence was subject to multiple
restrictive terms and carve-outs, which essentially would not have given the buyer the
ability and incentive to develop a competing very high-speed train in the first place.”

The Commission thought “that the remedies offered by Siemens were not enough to
address the serious competition concerns and would not have been sufficient to
prevent higher prices and less choice for railway operators and infrastructure managers.
As a result, the Commission has prohibited the proposed transaction.” (EC 2019)

On the one side, some support the necessity to grow and achieve a global scale through
regional mergers. On the other side, people maintain that if the relevant market remains
regional only, merging means creating monopoly rents. Hence, to be or not to be global?
That is the question, we could say.

But are we so sure that globalization, and more specifically corporate globalization, is so
widespread across the world? Is it really so often that the relevant market is the global
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market in products and services? Or is it more in words and narratives? A closer look at
research in international business studies provides a subtler perspective.

Do not confuse economic globalization and corporate globalization in

product and service markets

In an article | wrote with co-authors Alain Verbeke (University of Calgary, Vrije Universiteit
Brussel & University of Reading) and Tanja Matt (Technical University of Munich) for the
Journal of International Business Studies (Verbeke et al.,, 2018), we explored the issue of
corporate globalization, which is widely used and poorly known. At a macro-level, the
concept refers to the growth and broadening scope of international economic exchange
relationships of any one country with all other countries around the world, as measured
by trade and foreign direct investment (FDI) flows, and other types of exchanges (capital,
people, technology, ideas, effective institutional practices).

It is widely accepted among economic and management scholars that globalization
drives net benefits, resulting from lower resource usage per unit of output, and the
international diffusion of better industry practices, ranging from high-quality accounting
systems to proprietary technologies. Moreover, the globalization of information flows has
dramatically increased the worldwide awareness of great challenges, such as climate
change impacts.

Unfortunately, in popular narratives spread by many business and political leaders,
corporate globalization has been associated with many discontents — mostly devoid of a
sound factual basis but driven by perceptions of alleged undesirable societal effects, such
as the rise of inequalities.

This being said, corporate globalization’s role has primarily been to provide broader
geographic access to life-saving medications such as vaccines, as well as medical services
(thus being instrumental in creating a public good which has - through supporting
human overpopulation — in turn been instrumental to the demise of many other public
goods and the rise of several public bads). It has also facilitated the easier distribution of
essential goods to serve basic needs, and the diffusion of efficiency-enhancing
institutional practices and management methods. Most negative spillovers of
international business activities, apart from highly-visible cases of market power abuse,
have largely been caused by ineffective societal institutions, supposed to regulate
economic activities but failing to do so.

People who criticize macro-level globalization typically cannot defeat the argument about
the net benefits of globalization (with the qualification that inequalities will also
materialize, requiring policy measures to improve distributional justice). Like Miguel de
Cervantes’s character in The Ingenious Gentleman Sir Quixote of La Mancha, critics who
argue that global firms are a malign presence in host countries and thrive on alleged
malevolent decision-making processes are, in fact, battling imaginary enemies. They
attack windmills, which they fear are ferocious giants.

There is, however, a recent de-globalization narrative at the macro-level with negative
spillovers at the firm-level, as observed in an article published in The Economist: it
predicted the rise of “a more fragmented and parochial kind of capitalism, and quite
possibly a less efficient one (...) the infatuation with global companies will come to be seen
as a passing episode in business history.” But who has, or ever had “unreasoned passion”
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for the global firm? What exactly are these global companies, supposedly the outcome of
a corporate globalization process? A closer look at the reality of corporate globalization
shows that fully-fledged global companies were and are still the exception rather than the
rule in international business.

Global and regional scales in product and service markets

In a paper published almost two decades ago, but still largely valid, Alain Verbeke and Alan
M Rugman identified only nine “global firms” in the Fortune Global 500, defined as firms
with a balanced distribution of sales across the world (i.e., having less than 50% of sales in
their home region, and at least 20% of in each of the two host regions of the triad of North
America, Europe and Asia). In subsequent work with Chang Hoon Oh, Alan M Rugman
confirmed the quasi-absence of global firms with evenly distributed sales and assets
across the world (Oh and Rugman, 2014). In a more recent assessment of Fortune Global
500 companies, we had the opportunity to confirm — again - that although the number of
global companies has increased, it remains very much a minority (around 30).

Hence, as pointed out by Buckley and Ghauri (2004), if international capital markets have
largely transcended regional integration policies and operate at a global scale, the
situation is not the same for the product and service markets. Evidence shows that it is
primarily in the field of the creation and development of regional goods and services
markets that firms have the capability to achieve economies of scale across several
countries and to benefit from cross border synergies. Note also that most often, the labour
markets mainly remain at the country level. Basically, the level of globalization
substantially varies according to the market of interest.

Verbeke and Asmussen (2016) pointed out that global corporate success simply happens
in exceptional circumstances only. As they write, “such exceptional circumstances include
both demand side and supply side components. At the demand side, an instant global
interest from internationally dispersed customers for a niche market product, combined
with low marketing mix adaptation requirements and low cost means of marketing and
delivery, can increase the non-location boundedness of firm specific advantages. At the
supply side, an advanced technology or service offering, duly protected from competitive
imitation, will have a similar effect” (2016). But in general, successful international
expansion is very costly and hard to realize because it requires huge and complex
recombination of corporate resources with the need for leveraging resources and
knowledge in host countries — a complexity substantially inhibiting operations at a real
global scale.

There would thus seem to be a big gap between the discourse on corporate globalization
and the reality of company activities on product and service markets. For most of the
cases, even for the largest companies, the relevant internationalization level is not the
global scale but the regional one, as advocated by Pankaj Ghemawat (2018) in a recent
book, among others. Pankaj Ghemawat rightly notes that globalization is often held up as
a scapegoat for all the evils of the world, especially since there are currently few individuals
and organizations willing to speak out in its defence. He also reminds us that while the
dangers of the new protectionism should not be exaggerated, it would be a serious
mistake to underestimate these dangers (Coeurderoy, 2020).

Myths often thrive by telling convincing stories for unsolved problems. The best way to

deal with them is to develop further empirical studies on corporate globalization, building

upon adequate firm-level data, and augmented with insight gained from senior
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management in the firms analysed. You can rest assured that these studies will mostly
demonstrate the vulnerability, rather than the ferociousness, of the few global firms, the
few born globals and the few truly global value chains, presently in existence.

Conclusion

The permanence of this gap between the discourse on corporate globalization and the
reality of company activities on product and service markets generates many myths
around globalization, carrying big fears and many shortcuts, like Bruno Le Maire's
arguments for the Alstom-Siemens case in the railway industry. There is indeed a Chinese
company adequately-sized for the Chinese market and doing business the Chinese way,
but almost only in China. And there is a big American company in the USA (GE) too. But
can we so easily infer from the addition of regional markets that we have got a global
market? Creating regional champions for global expectations when the reality of the
product or service market is regional ultimately results in an industrial policy that supports
corporate rents. That is a shortcut for future corporate globalization, and a dangerous one
in cases of mergers like Alstom-Siemens for the European consumer, who could be the
local victim of this global myth! Coronavirus or not, we need to keep calm about corporate
globalization.
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Covid19 and the scale-up of the platform revolution

Most companies operating with traditional business models experience hardship and
suffer a serious financial hit amongst the coronavirus outbreak. However, the pandemic
crisis opens a big opportunity for online platforms to show off the unique benefits of the
new business model, in particular the opportunities to scale. This article addresses the
guestion of challenges and opportunities that scaling ventures shall apprehend in order
to survive (and thrive) in the aftermath of the coronavirus crisis and the inevitable
recession times that lie ahead.

The mechanics of the online platform business model

Let's take two extreme examples of global enterprises whose reaction towards the crisis
was so opposite. First, Airbus, the world’s largest airplane manufacturer that has just
issued a statement announcing a huge financial loss of 481 million euros in the first quarter
of the year 2020. The company's CEO proclaimed that the aerospace industry overall is
facing the ‘gravest crisis’ in history (Le Point, 2020). With a large proportion of global
airlines putting their fleet on hold, this mirrors today’s reality of the travel industry where
the pandemic has disturbed travel plans of people from over 200 countries. Then, on
another edge of extreme, consider an online shop Shopify whose stocks more than
doubled since mid March. Amazon can serve as another thriving example with its stock
price going up by 16% since January 2020. This same trend is quite vivid with the other
GAFAM tech companies (Google, Apple, Facebook and Microsoft) coming out strong from
the Covid-19 pandemic thus far (table 1). Of course, we could say that the difference
between the two extreme examples lie in the different industries they operate in.
However, one more relevant difference is that while Airbus has a traditional business
model with linear value chain creation, Shopify or Amazon are digital platforms based on
online sales that leverage the power of networks and enable scaling up.

Table 1: Covid 19 and the GAFAM

Tech Giants Shrug Off
COVID-19 Crisis in Q1

Revenue of selected tech companies
in the first three months of 2020 vs. 2019

Q12019 M Q12020

ﬂ +26%
$75.5b | [ 2+1%
$59.7b $58.0b $58.3b ﬂ+13%\
?‘ +1 5%
$36.3b . $35.0b ‘WJ
I $15.1b $17.7b
]
amazon @  Aphabet Efwmicosor [N
Source: Company filings
@O0 statista¥a

Source: Statista (2020)
Let's start with a quick overview of what a platform is as this term has a wide variety of
interpretations. People with some technology acumen typically associate them with
software and hardware development products underlying a certain technological
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architecture. Executives and CEOs tend to think of platforms as leaders of a particular
industry, such as Amazon in retail or Uber for ride hailing. It is also clear that a platform, as
a concept based on the (at least) two-sided interactions of sellers and buyers, has been
around for centuries with the existence of goods markets for instance. However, with the
rise of digital technologies, platforms as business and technology models have become
key for value creation in modern global economies (Coeurderoy and al, 2019). The
phenomenon of network effects is key to understanding the platform model if value
creation. They occur when products and services proposed to a given group of participants
gain value with their increased number. A Facebook with only one member would be
worthless. However, as the number of members rises, its value increases. This is because
every new user can theoretically gain access to all existing users within the same network
and can potentially invite new members to join this same network. This translates to the
network growing exponentially in a very fast way. Network effects can be direct, when
platform users benefit from a big number of network participants, such as friends on
Facebook; and indirect, when the network becomes attractive to other contributors or
partners such as software developers or advertisers.

Network effects are directly related to the way in which value is created by platforms
which is through the matchmaking, the interactions and the positive externalities that the
growing number of platform users bring. In the book Platform Strategy by Reillier &
Reillier (2017) authors also mention the importance of the critical mass as it assumes a
platform needs to attract the right number of participants on both sides of the market,
before it is able to scale up. Further, the aspect of single homing versus multihnoming rises
with the participants incentive to participate in only one or in several platform networks.
Finally, Reillier & Reillier draw attention to the price elasticity which dictates the
adaptability of prices as per demand and competition between platforms in similar
industries.

On the contrary, traditional companies and biggest industrial giants like Airbus use the
linear ‘value chain’ business model coined by Michael Porter in the 1980s. The ‘value chain’
assumes a series of processes that a certain company or industry needs to go through
before delivering a final product. Like a train manufacturer that needs to first acquire
manufacturing materials (input) before transforming them into a train (output) that then
can be sold. The process stays linear and lacks the agility that technology platforms
leverage through adaptation and adjustment. Even Jeff Bezos, the CEO of Amazon, in his
open letter to stakeholders, said that to win through the crisis companies need to be
“aggressive and agile” (CB Insights Research, 2020). This agility, user-centricity and
adaptability seems to be a real strength of the technology-based platforms that thrive
despite the pandemic.

The power of scaling-up

Now what is scaling all about? Consider a company like Slack Technologies, a platform
allowing for teams-targeted communication. The company had 10 million registered
active users back on March 10th 2020 and jumped to 12,5 million users at the end of March
(The Verge, 2020). Slack was able to grow fast because it already had the infrastructure to
accommodate the additional 2,5 million users and the sufficient support personnel to
serve those new users. The company grew its revenue without having to make any heavy
asset or personnel investments. That is what represents the notion of scaling. It occurs
when revenue increases at a fast pace without necessarily increasing resources or
investments. In case of platforms, those direct and indirect network effects (demand side)
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combined with a very low marginal cost results in the scale up effect. This is also a case of
Zoom, a global video teleconferencing platform whose shares soared by 140% in 2020,
despite the security issues that arose.

With the beauty of a fast growth however, comes a danger of security and privacy
challenges. We all recall the Facebook - Cambridge Analytica scandal from 2018 where the
openness of the Facebook platform has been questioned as data from millions of user
profiles have been exploited as a weapon of voter manipulation. This, as Cusumano, Gawer
and Yoffie propose, is a matter of responsibility, liability and trust (2019). Facebook has
undoubtedly suffered from that lack of user trust ever since the incident. More recently,
Zoom Video Communications faced some serious security challenges. With the Covid-19
crisis and people all over the world being locked down home, the video conferencing
platform Zoom has become the default virtual meeting platform for many. As thousands
of new users joined the platform’s network by downloading the Zoom App, the security
issues started to occur. With repeated incidents of “Zoombombing” meetings crushed by
uninvited participants sharing inappropriate content with other people, Zoom's trust and
reputation has been damaged. Several big companies including Tesla, Daimler AG,
Ericsson and Bank of America banned its employees from using the tool (The Street, 2020).
Despite those worrying incidents, Zoom's shares soared by 140% since the beginning of
2020. One reason for that is the sheer demand and another, the quick and solid response
of Zoom’'s CEO Eric Yuan who created a 90-day action plan to remove the security issues
and further promised to regain trust of its clients.

The new landscape of scale-up competition

It is clear that the Covid-19 crisis has contributed to making more visible new forms of
competition and business leadership with digital platforms thriving despite the economic
hardship. The scaling platform-based ventures that operate amidst the pandemic
experience some key competitive challenges or opportunities (Ayache Wiszniowska,
2020).

The “out of the blue” X factor

First, competition is challenged by a permanent “out of the blue” X factor with rapid and
unexpected growth. The case of social media and of their “fast and furious” quest of users
has dramatically changed the media world but also the society in a few years (table 2).
During this covid 19 crisis, this is the case of Zoom or Slack for instance, whose openness,
ease of use, digital infrastructure and ideal niche of remote work assistance has fit
extremely well with the crisis-based and crisis aftermath market needs. This opportunity
needs to meet with an appropriate response and client offering as the competition starts
to get fierce amongst digital platforms.
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Table 2: The scale up of social media platforms

Number of people using social media platforms, 2004 to 2018

Estimates correspond to monthly active users (MAUs). Facebook, for example, measures MAUs as users that have
logged in during the past 30 days. See source for more details.

Facebook

2 billion
YouTube
1.5 billion
Whatsapp
o Instagram
1 billion ~ \WeChat
—— Tumblr
500 million TikTok
Reddit
Twitter
Pinterest
/ Snapchat
0 . ‘ ‘ ) e MySpace
2004 2006 2008 2010 2012 2014 2016 2018
Source: Statista and TNW (2019) CC BY

Source: Ortiz-Ospina E. (2019)

The “15 minutes of fame” factor

Second, all of us know the famous quote attributed to Andy Warhol that “in the future,
everyone will be world-famous for 15 minutes." It led to the concept of "15 minutes of
fame"—the idea that anyone can access celebrity through fast blow-up by the media.
Today, and more in the future, companies in the world of on-line platforms may
experience a “15 minutes of fame” effect and quickly become known in a given market
field. The new stars for instance, are the online grocery shopping platforms whose
challenge now is to turn the market need into a sustainable advantage that scales beyond
the Covid-19 crisis times. The main second-effect issue, of course, is to stay alive after 15
minutes and not go back to the unknown... Only a small number will not become falling
stars;

The “Achillis heel” syndrome

Finally, these companies may be concerned by a “Achillis heel” syndrome, where high
performance, exponential user growth and increased security risk tend to result in the
need for quick re-invention, adaptation, technology advancement and a new managerial
skill set that can lead through the crisis time ahead. Lack of those skills and techniques
can turn the growth opportunity into a threat. Successful scale-up leaders need to focus
on the opportunities that the current situation offers and think innovatively about their
products and services as well as new sources of investments. They need to focus on
digitalization of offerings and operations as well as on building collaborative, agile teams
that adapt to fast-changing conditions.
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Conclusion

Despite the fact that many traditional companies with a traditional business model
struggle to keep their ventures afloat, the Covid-19 pandemic is an acceleration for entry
into the platform society and the subsequent scaleup. However, it's a new world of
uncertain conditions, new threats and new needs. It's a world of rapid rise and fall of
platform based companies which need to leverage the opportunities while at the same
time reducing the level of incurred risk and securing for the future.
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The European Monetary Union at Risk

The lockdown of most EU countries in response to the Covid-19 pandemic has produced
disruptions in the production process and brought consumption and investment to a halt.
Against the backdrop of these supply and demand shocks, EU Member States have
implemented different public policies, deferring or waiving tax payments and social
security contributions, raising spending on the health sector, and providing more
generous welfare payments to short-time working schemes.

Euro Area (EA) countries have not been equal vis-g-vis the intensity of the health crisis,
and they are not equal in terms of their fiscal capacities to cope with the lockdown shock.
The scars of the former global financial crisis and ensuing so-called “European sovereign
debt crisis” remain in some countries where public debt-to-GDP ratios are still very high.
Larger public deficits in these countries raise the fear of a higher risk of default.

Quite strikingly, EU fiscal cooperation has long stalled. In the early days of the lockdown,
the escape clause of the Stability and Growth Pact was activated, giving rise to a
temporary lifting of European fiscal constraints. There was also a softening of State Aid
regulations. Then, it took a month for European Member States to go a step further. The
European Stability Mechanism will include a Pandemic Crisis support of no more than 2
percentage points of country-specific GDP. The European Investment Bank will extend its
financial support to small and medium sized companies by €200 billion. The Commission
will also devote €100 billion to a temporary support on unemployment risk in an
emergency. Creel et al. (2020b) have calculated that these three measures would provide
a net gain to Italy and Greece of less than 0.1 percent of their respective GDP, while the
gain would be even less for all other EA Member States.

The European Central Bank (ECB) has also committed to being the lender of last resort of
banks, through a favourably-priced long-term refinancing operation (LTROs) at the
negative deposit facility rate or below, and it extended its Asset Purchase Programme by
€120 billion, then by an additional €750 billion a few days later with the temporary
Pandemic Emergency Purchase Programme (PEPP).

This paper highlights two important issues related to the macro management of the Euro
Area (the ability of the ECB to pursue its PEPP and the fiscal margins for manoeuvre of EA
Member States) and concludes on the necessity to solve the trade-off between discipline
and risk sharing in the European monetary union.

Has the German Federal Constitutional Court announced the end of

the PEPP?

The German Federal Constitutional Court (FCC) ruling on the Public Sector Purchase
Programme (PSPP) on 5 May 2020 sparked new uncertainty at a moment when
uncertainty was already high. Yet the FCC did not oppose a former judgment by the Court
of Justice of the European Union (CJEU): “(it) did not find a violation of the prohibition of
monetary financing of Member States budgets”. Therefore, it disagrees that PSPP
“effectively circumvents” provisions of the Treaty on the Functioning of the European
Union (TFEU). Meanwhile, the FCC considers that the judgment of the CJEU is
“incomprehensible” for it was not based upon a clear and prior diagnosis of the economic
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policy consequences of the implementation of PSPP. More importantly, the conformity of
PSPP with the TFEU relates to the conditions that the ECB has put forth and fulfilled so far
in the implementation of the purchase programme. Let me briefly commment on the latest
points.

Not surprisingly, many macroeconomists have been puzzled by the FCC's distinction
between “monetary policy objective” and “the economic policy effects arising from the
programme”. It looks as if the FCC thought that achieving the monetary policy objective
of the ECB did not require interactions with other macroeconomic and financial variables.
Actually, monetary policy can deliver its objective via the good functioning of monetary
channels of transmission. The most direct one is the interest rate channel: if consumer
price inflation goes up and above the target, the central bank can raise its policy rate and
it will in turn push the long-term interest rate up and dampen aggregate demand. What
works when consumer price inflation goes up works symmetrically when it goes down
and below the target... unless the policy rate has reached a lower bound, like a zero-policy-
rate. If it happens (and it did!), the central bank must resort to other instruments and
transmission channels to deliver: credit, asset price, exchange rate, and balance sheet
channels. Hence, “the economic policy effects arising from the programme” are the very
reason behind the implementation of the PSPP. It should be remembered that
disentangling monetary effects from economic effects is not easy, for the
interrelationships are many. Moreover, the “monetary policy objective” that the FCC
isolates is the price stability objective. In so doing, the FCC fails to give due consideration
to the secondary objectives that the TFEU attributes to the ECB, like “aiming at full
employment and social progress” and “the promotion of economic, social and territorial
cohesion, and solidarity among Member States”.

Now, on monetary financing of Member State budgets. A first remark: the TFEU provision
prohibiting monetary financing underpins the independence of the ECB vis-a-vis
governments. It is therefore a bit puzzling that the FCC ruling weakens the ECB's
independence by challenging the CJEU rulings and demanding that the ECB argues that
its policy fulfilled the principle of proportionality between the monetary policy objective
and the economic policy effects. While the independence of the ECB does not rule out
control of its actions (these controls exist), its actions will be made impossible if 19 different
Constitutional Courts rule on its decisions.

Second, the FCC judgment argues that “a manifest circumvention of the prohibition of
monetary financing is not ascertainable , especially because (..) the purchase limit of 33%
per international securities identification number is observed (and) purchases are carried
out according to the ECB's capital key”. The FCC goes on and argues that “the PSPP does
not provide (..) a risk-sharing programme - which would (..) be impermissible under
(German) primary law — in relation to bonds of the Member States purchased by national
central banks”.

While these arguments leave the PSPP innocent of bypassing the prohibition of monetary
financing, they will act as a Damocles’ sword on the PEPP. The FCC's ruling of 5 May 2020
comes as a threat to the capacity of the ECB to implement the measures it has taken in
the context of the coronavirus crisis. Actually, on 18 March 2020, the ECB announced that,
“while the benchmark allocation across jurisdictions will continue to be the capital key of
the national central banks, (PEPP) purchases will be conducted in a flexible manner. This
allows for fluctuations in the distribution of purchase flows over time, across asset classes
and among jurisdictions”. It continued arguing that “to the extent that some self-imposed
limits might hamper action that the ECB is required to take in order to fulfil its mandate,
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the (ECB) Governing Council will consider revising them to the extent necessary to make
its action proportionate to the risks that we face”. It is clear that the FCC implicitly objects
to these new monetary settings. As for the requirement of European solidarity, as laid
down in Article 3 of the Treaty of the European Union (TEU), the FCC also rules out a risk-
sharing mechanism. This latter outcome may be another hurdle to the management of
the current coronavirus crisis.

Fiscal space in the Euro Area

Since the inception of the lockdown policies in Europe, governments have resorted to
higher public spending and tax deferrals and exemptions to limit the real costs of the
crisis. They have had to raise domestic public debt, although some of them had not yet
fully recovered from the previous crisis and its consequences on their public finances. In
2019, half of the EA Member States had a debt-to-GDP ratio above the 60 percent
threshold, some with debt way above 100 percent (Greece, Italy and Portugal).

Figure 1: Public debt in the Euro Area in 2019 (in percent of GDP)
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Source: Fiscal Space World Bank Database

It is possible to study the sustainability of public finances in the Euro Area against the
backdrop of predictions on the long-term interest rate and future economic growth rate,
under different public debt targets. Kose et al. (2017) recall that one simple indicator of the
ability of governments to pay the interest on their debts and to pay back these debts is
the difference, call it the fiscal space, between their actual fiscal policy and the fiscal policy
that would stabilize their debt-to-GDP ratio at a given target. For instance, if the difference
between the GDP growth rate and the long-term interest rate is equal to 5 percent, a
public deficit equal to 3 percent of GDP is sufficient to stabilize debt at 60 percent of GDP.
Well, a difference of 5 percent between economic growth and the interest rate did
happen, in the late eighties maybe, but the situation has worsened much since. If GDP
drops by 8 percent and the long-term interest rate remains low, say at O percent, the
public surplus necessary to stabilize debt at 60 percent of GDP is 4.8 percent of GDP. This
is enormous and unachievable in the midst of a crisis like coronavirus. Hence, the issue of
debt sustainability.

208



Drawing on the Kose et al. (2017) method and data, | have made numerical simulations of
fiscal space in the euro area under 12 different situations (low growth, high growth, low
interest rates, high interest rates, debt target at 60 percent of GDP or higher, and a mix of
them, see Creel, 2020 for details). Overall, simulations point to great uncertainty
surrounding the capacity of Member States to pay back their public debts. Unless nominal
long-term interest rates remain low and economic growth resumes at its pre-Covid-19
median level, most EA countries will fail to address debt sustainability without fiscal
consolidation. In the worst-case scenario of high interest rates and long recession, even
Germany would lack sufficient fiscal space to stabilize its debt-to-GDP ratio.

It therefore appears that debt stability is a shared concern for most EA Member States,
with the exception of Cyprus, Luxembourg and Malta.

Conclusion

The latter outcome shows the tensions between, on the one hand, the crucial necessity to
use fiscal room for manoeuvre to dampen the lockdown shock on supply and demand
and, on the other hand, the absence of fiscal room for manoeuvre if interest rates go up.
Hence, it is necessary that the ECB should be able and allowed to cancel interest rate
pressures, wherever they may happen in the Euro Area, with conventional and less
conventional policies, otherwise debts will sky rocket. The ruling by the German Federal
Constitutional Court has fuelled this risk.

It is also of the utmost importance to understand that the former tensions also relate to
the trade-off between risk-sharing and fiscal discipline that has spoiled European
intergovernmental negotiations for so long. Without some forms of risk-sharing, such as
Coronabonds or Perpetual Bonds (see Creel et al., 2020a), some Member States of the Euro
Area will not be able to exit the coronavirus crisis and they may be forced to exit the Area.
Can the European monetary union afford that? | do not think so.
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Macroeconomic Impacts of the ECB’s Pandemic Emergency Purchase
Programme

The Corona crisis has forced the European Central Bank into action. The ECB has
committed to a host of interventions, such as lowering the standing facilities to the historic
value of -0.75, providing up to €3 trillion in available liquidity and implementing the
Pandemic Emergency Purchase Programme (PEPP), which is the subject of this article.
The ECB's Asset Purchase Program (APP) was started in March 2015. The stock of
Eurosystem APP bonds stood at €2,783 billion at the end of March 2020 (ECB report). The
APP that was at its lowest level in 2019 has been reinforced in 2020 under the PEPP, by
injecting an envelope of €750 billion in addition to the €120 billion planned before the
crisis. This program, representing about 7.3% of Euro Area GDP, is temporary until the end
of 2020 and is likely to be continued in 2021. The economic history, especially the Great
Recession in 2008, outlines that such actions are necessary to address the significant
challenge posed by the Corona outbreak to our economy.

Figure 1: Economic recession due to the Corona outbreak. Source: Eurostat 2020
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Figure 1 shows the recession caused by the outbreak in the Euro Area. The pandemic
reversed all our forecasts for growth and medium-term inflation which were targeted by
the previous easing in financial conditions. If this challenge is not addressed correctly, it
could threaten our financial stability and may lead to a macro-financial feedback loop that
would create a situation similar to the Great Recession. As a result, quick actions are
required to ensure that this shock does not escalate into a huge financial crisis with self-
fulfilling spirals and chains of bankruptcy. This article uses a standard Dynamic General
Equilibrium Framework (Auray et al., 2018) to study the impact of the lockdown and the
PEPP on the Euro economy.

The COVID-19 pandemic has already influenced every aspect of our lives. It has economic,
humanitarian and social consequences which will stay with us for longer than a season.
Economically speaking, the COVID-19 pandemic can be considered an intense shock to
economic sectors from the external to real economy. The most visible impact, and
potentially the most significant one, is the devastation of the labor market caused by the
imposition of the Great Lockdown, a unique event in our history.
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Figure 2: Impact of the lockdown in two scenarios: i) if the labor market recovers fast, ii) if the labor

market recovers slowly.
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Figure 2 compares the response of the economy to the labor market distortion in two
scenarios:*®if the labor market is able to recover rapidly and return to its pre-crisis situation,
or if the labor market is not flexible enough and the distortions persist. The figure indicates
that the economic response to the lockdown is highly dependent on the ability of the labor
market to absorb such shocks. If the labor market recovers fast, the impact of the
lockdown disappears in less than 2 years. However, if the shock persists, the damage is
more severe and long lasting. Initiatives such as Partial Unemployment are pivotal but
more is expected from governments to support the labor market and assure a fast
recovery. This is in line with ECB president Christine Lagarde's warning that Euro Area
economic growth depends "crucially on the duration of the containment measures and
the success of policies to mitigate the economic consequences for businesses and

workers."

Figure 3: Impact of the ECB’s PEPP in response to the Corona outbreak 2020.
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The PEPP aims to address illiquidity. The ECB estimate shows that the European
governments namely Germany, France, Italy, Spain and the Netherlands will issue more
than €1 trillion of sovereign bonds in 2020. As a result, a higher premium is needed by
investors to absorb such a huge supply in the balance sheet. The PEPP helps this action

“8The shock is a 10% negative shock to the labor disutility of households. By its nature but not its volume, this
shock provides a similar situation to the current lockdown situation.
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by reducing the duration risk. Figure 3 illustrates the impact of a pure PEPP without
considering the impact of the lockdown. The figure shows that such a program has a
positive impact on GDP, investment and labor participation. Figure 4 indicates that the
PEPP is not necessarily enough to totally absorb the adverse impact of the lockdown but
could be of great assistance in reducing the damage. These measures help stability,
improve market liquidity and mitigate volatility. In addition, they have positive impacts on
welfare (in the form of consumption percentage equivalent) as it is presented in Table 1.

Figure 4: Impact of the ECB’s PEPP in the presence of the lockdown if the labor market distortion persists.
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The bottom line of this article is that monetary policy will not suffice for a recovery to occur.
Monetary policy without additional fiscal responses "would strain the bounds of monetary
policy, calling into question the effectiveness of the institution that deploys it" (Bank of
England governor Andrew Bailey).

Table 1: Welfare effects of the PEPP 2020

Vision Percentage
3 vears 0.0246
10 vears 0.2310
lifetime 0.0304

This crisis has affected both the supply and demand sides of the economy. The PEPP is of
great benefit but is not enough. First, governments need to run some structural reforms
to invigorate the labor market and reduce distortions. Second, governments should fully
support their health system. Third, timely and targeted fiscal policy is needed to help
households and firms regain what they lost during the crisis.

Conclusion

This article can be concluded neatly by a quote from Kristalina Georgieva, IMF Managing
Director: "We strongly support the extraordinary fiscal actions many countries have
already taken to boost health systems and protect affected workers and firms. We
welcome the moves of major central banks to ease monetary policy. These bold efforts
are not only in the interest of each country, but of the global economy as a whole. Even
more will be needed, especially on the fiscal front."

213



Reference

Auray, S., Eyguem, A, and Ma, X. (2018). Banks, sovereign risk and unconventional
monetary policies. European Economic Review, 108, 153-171

214



ESCP Impact Paper No. 2020-46-EN

Now is not the time to be afraid of debt*

Michael Troege
ESCP Business School

Hiep Manh Nguyen**
ESCP Business School

Abstract

Governments are trying to alleviate the widespread liquidity problems caused by the
COVID-19 crisis by facilitating access to loans and guaranteeing debt. However,
entrepreneurs frequently do not apply for a loan, even if the company would be in need of
financing (Nguyen et al., 2020). In the context of an economic downturn, this self-rationing
behavior is expected to become more pronounced, and can generate large economic
problems. Research suggests self-rationing can be related to burdensome application
procedures and the anticipation of being refused a loan, but is often also motivated by
inherent debt aversion that is likely grounded in cultural factors. To reduce the risk of
widespread underuse, effective credit support programs should therefore not only be
designed with streamlined application procedures and simple-to-understand features,
but should also be accompanied by a communication effort targeted at reducing debt
aversion and other forms of borrower discouragement.
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Now is not the time to be afraid of debt

Governments and organizations around the world have reacted to the liquidity crisis
triggered by the COVID-19 by providing different types of financial support. However,
almost all of the proposed tools rely on the supply of subsidized or guaranteed debt. This
is not only problematic because new debt adds to the already high debt level of many
companies, but also because many SMEs will be reluctant to apply for loans in the first
place, even if their companies are in dire need of financing (Kon and Storey, 2003). This
type of credit self-rationing has been found to be particularly severe during an economic
crisis with serious consequences (Cowling et al., 2016).

We know that even in normal times many SMEs do not invest enough. The traditional
explanation for this underinvestment relies on supply-side financial constraints. A large
literature builds on Stiglitz and Weiss (1981)'s seminal insight that asymmetric information
can lead to credit rationing and thus a sub-optimal level of investment. These findings
provide the rationale for a large variety of policies aiming at improving access to finance
around the world and also serve as underlying motivation for the large effort that is
currently underway to prevent widespread liquidation of companies affected by the
COVID-19 crisis.

Credit self-rationing

Recently, however, researchers have begun to understand the importance of demand side
credit rationing rather than the supply side rationing. In other words, often it is not the
lenders who refuse to provide credit, but entrepreneurs who self-ration loans, i.e.
knowingly restrict the firm’'s use of debt to a suboptimal level. This phenomenon, often
called borrower discouragement in the literature, is widespread in both developed
markets as well as emerging markets, and has been documented in several European
countries (Bhaird et al., 2016, Brown et al., 2011). Empirically, the percentage of discouraged
borrowers has been found to range from less than 10% to as high as 44.36%.

Cowling et al. (2016) study the UK's SMEs and show that borrower discouragement rises
during the 2008's global financial crisis. They also find that discouraged borrowers
overestimate the extent of contraction in credit availability due to the economic
downturn, and 55.6% of them would have got loans had they applied. Consequently, they
estimate that under-investment resulting from borrower discouragement is in the billions
of pounds during that crisis.

Designing debt-based support programs

This has important consequences for the design of the tools to stabilize companies in the
current crisis. Credit self-rationing will limit the effects of efforts targeted at improving the
supply of finance through loan subsidies and monetary expansion. Moreover, self-
rationing SMEs will lower their economic activity which, thought network externalities, will
create negative spillovers on other firms. The resulting multiplier effect can reduce long
term economic growth. In extreme cases, underfinanced companies will fail during or
after the crisis, and then cause the failure of firms to which they are connected in the
supply chain. These risk externalities can cause the interruption of the entire supply chains
and result in severe economic distress.
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It is therefore essential to identify the reasons for self-rationing and address the causes
with appropriate policy measures. The literature essentially provides two types of
explanations. Kon and Storey (2003) argue that self-rationing is a rational behavior if firms
anticipate high loan application costs and low loan acceptance rates. These views are
corroborated by the fact that discouraged borrowers have been found to be riskier and
less creditworthy (Han et al,, 2009). Self-rationing may therefore be a rational strategy to
avoid wasting resources on a costly application with little chance of success.

Nguyen et al. (2020) show, however, that this type of rational borrower discouragement is
not the only reason for self-rationing. They identify irrational debt aversion or fear of debt
as another reason for self-rationing. In their data base of Vietnamese SMEs, debt-averse
entrepreneurs are defined as those who indicate that they did not apply for formal loans
specifically because they do not want to incur debt. In other words, they avoid bank loans
not because they are discouraged by application costs or a low probability of success, but
because they think that debt is per se undesirable. In their sample, 6.9% of all firm-years
are discouraged from applying for loans due to the apprehension of a difficult application
process, whereas, 11.6% do not apply because they are debt-averse. This suggests that self-
rationing due to irrational debt aversion or inability to deal with loan application process
is no less a problem than rational borrower discouragement.

Reducing self-rationing

How can this kind of irrational self-rationing be addressed? Nguyen et al. (2020) show that
credit self-rationing is related to the educational background of the entrepreneur:
Entrepreneurs with university degrees are less likely to be discouraged from applying for
formal loans due to perceived difficulties in loan application process, and are less likely to
exhibit debt aversion. These mentality has concrete consequences: Entrepreneurs with
lower educational levels more frequently report administrative difficulties during the
application process. They also actually use less debt, especially less bank loans, and at the
same time are more likely to perceive their firms to be financially constrained.

Nguyen et al. (2020) argue that education reduces debt aversion and borrower
discouragement through three channels. Most straightforwardly, education will be
correlated with greater cognitive ability and a better ability to deal with ambiguity and
complexity and (Dollinger, 1984). Debt financing requires the entrepreneur to evaluate
expected returns on investments to the borrowing costs and increased risk. This is a
complex task, especially in an economic recession when risk and asymmetric information
are particularly high. Preparing a loan application is also a time-consuming that requires
human resources. More educated entrepreneurs are better able to deal with such
complex process and thus more welcoming of debt financing in general and bank loans
in particular. A second important potential channel for the relationship between
education and debt aversion is risk-aversion. The literature has documented a negative
relationship between education and risk-aversion (Riley Jr and Chow, 1992). This channel
will be particularly important in the current environment. The current crisis already
provides massive economic risk and many entrepreneurs will hesitate to add further risk
by increasing their firms' leverage. Finally, cultural aspects might contribute to debt
aversion. Debt is viewed negatively in many cultures. For example, many religions impose
a ban on debt or interest and these cultural aspects may contribute to the debt aversion
of less educated entrepreneurs. Parker (2006) suggests that education can alleviate a bias
toward former beliefs and information. Thus, more educated entrepreneurs may be less
affected by this culturally rooted bias against debt.
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While advocating for better formal education can alleviate these problems in long term, it
is an unlikely solution for the imminent economic downturn due to the COVID-19. Rather,
the banks and governmental agencies should aim at streamlining application process to
reduce subjective application costs for entrepreneurs. However, there must be a balance
between the qualities of being rigorous and being borrower-friendly. Moreover, as the
application procedure is very structured, the extent to which it can be simplified may be
limited. Despite these constraints, the bank can empower its own staff with the ability to
advice, counsel and even educate the borrowers throughout this burdensome process,
alleviating their apprehensions and discouragement.

Additionally, a clear and far-reaching commmunication of credit availability and the credit-
supporting policies is also essential. As pointed out by Cowling et al. (2016), entrepreneurs
can over-estimate the extent of credit rationing in an economic downturn. In such a time
of high uncertainty and asymmetric information, proactive communication from lenders
and supervisory agencies are needed to keep borrowers informed and to ease their
discouragement.

Conclusion

The success of government sponsored support programs for companies relies on the large
scale-adoption of subsidized debt by entrepreneurs. Existing research on the use of debt
by SMEs suggests that achieving this will not be an easy task. Even if banks are willing to
lend, entrepreneurs are often reluctant to contract the debt that their companies would
require. This is not only because they want to avoid burdensome application procedures,
but also because they are risk averse, have limited information processing capacities and
are averse to debt for various reasons. A strategy of counseling, educating and keeping
borrowers informed is necessary to brace entrepreneurs for the imminent economic
impact of the COVID-19.
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Coronavirus and financial markets: Uncertainties and lessons from an
unprecedented crisis

While the Coronavirus health crisis has placed our globalized society in an unprecedented
situation, it is also a great post-Subprime fire test for the financial markets. Following the
financial crisis of 2007-2008, the financial markets were unanimously decried as being its
source. The current crisis, which is primarily an economic crisis and whose source is totally
exogenous to the functioning of the markets, nevertheless provides an opportunity to test
their viability, efficiency and usefulness in a context of global crisis. In financial theory, such
events are called "Black Swans" (Nassim Taleb (2007)) because they are totally unexpected
and their overall impact on the markets is not predictable. Such events help to redefine
the role and limits of financial markets and should serve as an element of study and

comparison for market participants, as well as for regulators and governments.

In order to learn the lessons from this situation that markets have never seen before, it
seems important to assess the extent to which markets represent a synthesis of available
information, as Eugene Fama (1998) assumes in his theory of efficient markets. The
opposing movements in equity and commodity markets suggest that financial markets,
and particularly equity markets, are currently out of touch with reality. Furthermore, in
view of the democratization of financial products among non-professional investors, it is
also necessary to analyze the extent to which individual savers are exposed to current
market conditions, at a time when some ETFs (Exchange Traded Funds) are recording
record flows. Finally, 12 years after the collapse of Lehman Brothers, the role of banks in
the economy continues to change and could prove decisive in any potential economic

recovery and market stabilization.

The wide divergence of equity and commodity markets

The academic doxa still perceives financial markets as a synthetic representation of
available information. However, in our world with its uninterrupted flow of often
contradictory news, information is plural and therefore threatens the informational
efficiency underlying orthodox financial theories. But what happens when financial
markets offer us several distinct representations of reality? This is what is shown by the
divergence between equity and commodity markets today. While the equity markets are
being buoyed by the exceptional expansionary measures taken by central banks and
states to reduce the economic impact of lockdown measures and have already rebounded
close to the all-time highs they had reached before the start of the health crisis, the
commodity markets, particularly gas and oil, are still in the throes of a historic crisis whose

repercussions threaten the future of the energy industry in the long term. This is
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evidenced by the prices of U.S. crude oil, whose major index, WTI (West Texas
Intermediate), plunged into negative territory for the first time in history on April 20,
dropping to a price of -$40.32/barrel. So how do we explain such a divergence? The key
explanation lies in the fact that energy commodity markets, unlike equity markets, are
always linked to the macroeconomic reality that drives supply and demand dynamics on
a daily basis. The price of WTI became negative for the first time on the eve of the expiry
of the May contract. Traders who had to roll their futures position from May to June in
order not to receive physical delivery were then faced with the scarcity of storage facilities
and were therefore willing to pay to get rid of the oil they did not want or could not
physically receive. It was therefore a tangible reality that caught up with the oil market.
Although they are sustainable in the medium term, the historically low levels of energy
indexes will lead to a profound rethinking of our global energy production model, while
pushing traders and analysts in these markets to rethink their forecasting models in order
to include scenarios never before imagined in concrete terms. This return to reality has
not yet been experienced by the equity markets, however, which are still being boosted
by the aggressive policies of central banks. The Financial Times even describes this
divergence between the depressed economy and rising equity market to be "so extreme
it is leaving many analysts scrambling for explanations”. This major dislocation shows that
the different markets are offering distinct diagnoses in a new situation where uncertainty

is the rule.

Risky involvement of non-professional investors

The fall in oil prices was also very much noticed by non-professional investors and savers
as a whole, seeking to take advantage of apparently attractive levels with hopes of rapid
capital gains. The colossal flows into the oil ETFs, these funds that aim to replicate the
performance of a fund or asset, bear witness to this. USO (United States Oil Fund), the
major US oil-indexed ETF, has seen the amount of its assets under management soar by
more than USD 2 billion since the beginning of the year. However, these flows from
inexperienced investors represent a major danger for the latter and once again highlight
the dangers of asymmetric information resulting from the democratization of certain
financial products. As the oil market is currently in a contango situation (the spot price is
lower than the futures price), investing in spot oil carries a significant roll cost ("negative
roll yield"): during a roll period, funds not wishing to receive physical oil will have to sell the
(cheaper) expiring contract to buy the (more expensive) contract of the following month.
This roll call is something less experienced investors are largely unaware of and puts the
managers of these ETFs in difficulty. The USO fund managers have had to review their roll
policy more than 3 times in recent weeks in order to reduce the cost and market impact

of their massive roll operations (the futures contracts held by USO have represented as
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much as 20% of the total market, thus endangering the liquidity of the futures market).
The health crisis once again points the finger at herd behavior among agents who are not
very rational and whose information is limited, to say the least. Misinformation of non-
professional agents was already central to the Subprime crisis and continues to plague
the retail derivatives market. We can therefore see current events as a new opportunity to
call for better regulation of the transmission of information to non-professional investors,

as the reforms introduced by MiFID Il have had only a limited impact on this issue.

Banking sector: All is forgiven?

If there is one point on which this crisis is the opposite of 2008 it is on the role of banks.
While the banks were found guilty of the Subprime crisis, they are now potentially
supporting the economic recovery and hope to see their image improve in public opinion.
By granting loans that are often guaranteed by the State in order to finance an economy
in free fall, the banks have the opportunity to restore their image to some extent. Also,
when banks' results are published, it is noted that the role of their market activities
paradoxically mitigates the impact of the health crisis on their results. The rise in
transaction volumes and explosion in volatility on all financial markets has boosted the
earnings of the banks' trading divisions. The example of Barclays whose trading revenues
were up 77% in the first quarter of 2020, thereby allowing provisions for credit losses to be
increased, is particularly telling. We can therefore expect banks that still have significant
market divisions to outperform those that have already relegated these activities to the
retail sector. This trend is all the more paradoxical since most banks have tended to focus
their strategy on cutting back trading activities, which were often decried after the

Subprime crisis and whose declining margins have squeezed earnings.

Faced with the economic difficulties caused by the lockdown policies implemented by
governments to contain the virus, banks have posted record provisions in their balance
sheets to prepare for possible massive credit losses. The behavior of central banks in the
face of these uncertainties then shows a further paradox compared to the previous crisis,
as some of them are advising commercial banks not to be too prudent in their
provisioning levels, so as not to discourage lending to businesses and individuals in the
context of the future economic recovery. Such is the case of the Bank of England, which
advised English banks not to be too cautious in the provisions made in the first quarter of
2020. Central banks are therefore advising commercial banks to take more risk, while the
latter are being particularly cautious. The current health crisis has indeed pushed the
banking industry into an unprecedented situation giving rise to particularly counter-

intuitive paradoxes.
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Conclusion

Although the crisis did not start in the financial markets, it will nevertheless have profound
impacts that will affect the financial industry over the long term. There has been a
dislocation of markets by asset class, an explosion of ETF flows increasing the risks for less
informed investors, and a rethinking of the role and model of banks. It is also likely that

this crisis will have a lasting impact on the risk appetite of all investors, traders and banks.

Regulators will also have to learn from the lessons of this crisis. We might well wonder
whether the ban on short selling introduced on certain securities, which has been widely
criticized by some market participants, has really had a favorable impact in terms of

stabilizing markets, or has simply reduced market liquidity in times of stress.
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Beyond well-intentioned housing policies: The adverse effects of rent
control

The dates of both the Paris and London 2020 mayoral elections have changed due to the
unprecedented global outbreak of Covid-19, however, the one consistency is the polemical
issue that is the housing crisis. Among others, rent price control is one of the fundamental
topics of contention running at the heart of candidates’ mayoral campaigns in both capital
cities.

According to the Valuation Office Agency, London has experienced a 35% increase in the
average monthly rent prices between 2011 and 2018. The city's monthly 2019 average is
more than double that of the rest of the country and according to the latest English
Housing Survey, the proportion of household income spent on rent was considerably
higher for private renters in London (42%) than for the rest of England (30%). As a result,
Sadig Khan, the current Mayor of London, has urged the government to provide him with
extra power to install rent caps to combat this worrying inflation. Khan wants to
implement a rent control system in order to provide tenants with more affordable housing
and to encourage investment in new and existing rental housing.

Nevertheless, Jonathan Cribb, the senior research economist at the Institute for Fiscal
Studies, has argued that despite providing short-term benefits for tenants, the overall
quality of accommodation shall suffer in the long run as landlords will neglect
maintenance in order to reduce costs in response to their lowered rental income, thus
negatively impacting London’s living conditions. Landlords’ investment returns shall be
reduced and as a result many will abandon income-property investment, leading to a
reduction in private rental accommmodation on offer, an increase in competition and, as a
result, a surge in rental prices: the complete opposite of the desired effect.

However, the government has announced plans to eradicate ‘no-fault’ evictions, to ban
unjust rental fees and to cap tenancy deposits, saving London's tenants £240m a year; a
step in the right direction to ameliorate the local housing market.

The Conservative mayoral candidate for the London mayoral election, Shaun Bailey, has
similarly criticised Khan's manifesto and claimed that construction of more homes is the
only answer to the housing crisis.

Paris does not paint such a dissimilar picture. Ever since Anne Hidalgo was elected Mayor
of Paris in 2014, she has been battling to contain the surge of Parisian real estate prices
and rents which is pushing families out of the capital and has resulted in a decrease in the
population. In August 2015, she and her team introduced rental price caps in Paris to solve
this housing crisis. Having been removed in November 2017 and then reinstated in July
2019, rent control remains central to Anne Hidalgo’'s 2020 campaign. By contrast, Rachida
Dati, her main competitor, promises to put a stop to the current rent caps if she is to be
elected.

Since their instauration in 2019, these obligatory rental price controls are formalised each
year, and Paris is divided into 14 geographical sectors, each with their own average
reference price for each category of residential property. Owners are provided with a
maximum (20% above the average reference price) and a minimum (30% below the
average reference price) reference rent price - any failure to abide to these regulations
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results in a monetary sanction. Their purpose? To limit the increase in rental prices, to
reduce those already too high and to ultimately halt the depopulation of the French
capital.

On the adverse effects of rent control

During a time of political movements and campaigns, it's important to look back on the
depoliticised research on rent control undertaken in San Francisco and Germany.

San Francisco itself was first subjected to rent control in 1994 and the effects in the short
term were by and large positive: the majority of the tenants from the groups studied
remained in the city and they were 10-20% more likely to remain in their current housing
situation. However, in the long run, homeowners naturally attempted to remove their
properties from the constraints of the rent price caps, leading to a 15% reduction in
accommodation on offer, a general increase in the rent prices, and the gentrification of
the affected areas.

The reason for the increase in rent prices was two-fold. First of all, there was an increase in
the competition for the diminishing number of accommodation exempt from the rent
control. Second, renovation works undertaken by owners in order to circumnavigate the
rent control in turn improved the quality and therefore augmented the price of housing
on offer. All in all, the city-wide negative consequences of the rent control greatly
exceeded its benefits for the tenants.

Germany more recently implemented rent controls in 2015, and itself experienced short-
term problems, in particular regarding the prices of non-capped accommodation. The
artificial increase of the competition for housing subject to rent control encouraged high-
income households to turn to housing outside this cap, therefore also inflating their rent
prices.

Conclusions and policy recommendations

As both case studies indicate, Parisian and London voters should be aware that in the
short-term rent control may be favourable for tenants but in the long-term it will increase
rent prices and decrease the availability of accommodation, proving costly for future
generations. Solution? Luque et al. 2019 and Luque 2020 argue in favour of tax credit for
developers to encourage their investments in income-property and to prevent a reduction
in the availability of affordable accommodation in the housing market, thus insuring the
tenants against surges in rental prices through the housing supply channel.
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A perspective on impact of covid-19 on European business: The risks of
de-globalization and the promises of regionalization

The purpose of this impact paper is to analyse the short term and long term effects of
covid-19 on European companies. The analysis has been carried out by comparing the
development over the past two decades with the status quo of the largest MNEs in Europe,
Asia pacific and America. An important impact of covid-19 on the global economy is that
it may lead to de-globalization. This paper will be divided into four section. In the first part,
using the classification by Rugman & Verbeke (2008), we look into the geographical
distribution of the world 's largest MNEs and the allocation of their aggregated revenues.
We observe a certain decline in European presence. In the second part, we assess the
geographic distribution of MNE's revenues across the triad in 2019. We find out that
European countries are more exposed to host region markets. In the third part, we detail
the main countries where the headquarters of these MNEs are located. In the fourth
section, we look at the main industries of these MNEs in each region, as well as the trends
of regional industries in recent years. We observe that the largest European companies
are more active in the “old economy” industries.

Data source

Regarding data sources, we focus our attention on the top 25 multinationals from 2000 to
2019 in the Fortune global 500 ranking (Fortune, 2020). Furthermore, using the Orbis
database and annual reports, we collect the geographic sales data of each company in
2019 in EMEA (Europe Middle East and Africa), Americas and APAC (Asia Pacific). The
division of these three regions, namely triad, is first introduced by Rugman & Verbeke
(2004), intended to facilitate information presentation by company and relevant levels of
comparability, at the level of global business. This analysis is part of a wider research
programme on globalization (Coeurderoy and Duplat, 2019; Verbeke, Coeurderoy and
Matt, 2018; Yang, 2020).

A “retreat” of European firms among the top MNEs

Figure 1: Number of firms from the Triad in the top25 (2000-2019)

Proportions of number of firms distribution 2000 to 2019

120%

100%
80%
60%
40%
20%

0%

Q \Z » L O
O QQQQQOQQ‘\\-'\,'\,‘\'\,'\,’\,’\'\-
SEEE TS LSS

°

B EMEA PERC ®America PERC M Asia Pacific PERC

Source: authors’ calculation from Fortune (2020)

230



First, we can see from the graph above, that the most prosperous period for European
companies was from 2006 to 2009, when half of the top 25 in the Fortune 500 ranking
were from Europe. But from 2008, following the financial crisis, Asian companies have
gradually caught up their positions, while European companies have gradually
disappeared from the list. In the last decade, we observe that the share of European MNEs
comes back to the level of 2000 (around 30%) from around 50% at the end of 2000s. It
seems that European companies have particularly suffered from the financial crisis. The
situation of American companies is exactly the opposite of Europe. After 2008, the number
of American companies gradually surpassed that of European companies. Contrary to
what is so often claimed that Asian companies have been rising since recent years, their
peak was 2000 (more than 40% companies in the list are Asian). In the past ten years, the
progress of Asian companies has been slow, and so far has not yet reached the level of
2000.

However, the number of companies can only give us a limited view of the international
competitiveness of each region, because the relative size of the company is also a factor
that cannot be ignored. So, we add the revenues of companies from the triad, and
calculate the percentages of the sum of each region from 2000 to 2019. In Table 2, we can
see that the trends of annual revenue share from triad companies is more or less the same
as the trends of the percentage of numberof companies. From 2006 to 2009, the share of
European companies' total revenue accounted for more than half of the world's total
revenue, and had shrunk to 30% by 2019. Affected by the fall in oil prices in 2015, oil & gas
companies such as BP in Europe experienced a significant decline in revenue in 2016.

Figure 2: Revenue shares of firms from the Triad in the top25 (2000-2019)
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European multinationals are more dependent upon host regions

Let's take a look on the geographic distribution of revenues for European companies
(Table 3), American companies (Table 4) and Asian companies (Table 5). As shown below,
46.69% of EMEA's revenue comes from the European market. 28.51% comes from Americas
market, and 24.8% of sales revenue comes from APAC. European MNEs are highly open to
host regions. European firms are on average fully-fledged global firms. Following Rugman
and Verbeke (2004) classification, global firms are defined as those with a balanced
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distribution of sales across the world (i.e., having less than 50% of sales in their home
region, and at least 20% in each of the two host regions of the triad of North America,
Europe and Asia).

Figure 3: Geographic distribution of revenues by EMEA Multinationals

Revenue geographic distribution among EMEA firms

= EMEAsumEU = AMEsumEU = APACsumEU

Source: authors’ calculation from Fortune (2020) and company reports

For American firms, 74.63% of their revenues comes from the Americas market, 16.09%
comes from EMEA, and only 9.28% comes from APAC. On the whole, US MNEs base their
international competitiveness on a strong presence in the American region. They are in
the main still home region based MNEs. Again, this observation is based on Rugman &
Verbeke classification.

Figure 4: Geographic distribution of revenues by American Multinationals

Revenue geographic distribution among Americas firms

= EMEAsumAme ® AMEsumAme = APACsumAme

Source: authors’ calculation from Fortune (2020) and company reports
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As for APAC firms, 77.77% of their revenues comes from APAC region, 13.2% comes from
the American market, and only 9.03% comes from EMEA. It is worth mentioning that the
rise of Chinese MNEs income mainly comes from China's domestic market. The presence
of Chinese companies outside Asia is still very limited and does not directly compete with
European companies.

Figure 5: Geographic distribution of revenues by Asian Multinationals

Revenue geographic distribution among APAC firms

® EMEAsumAPAC = AMEsumAPAC = APACsumAPAC

Source: authors’ calculation from Fortune (2020) and company reports

From the comparison of the three figures above, from an aggregated or average point of
view, we find that the revenues of European companies are more evenly distributed
relatively speaking among the triad of the world, and that the majority of the income
sources of Asian and American companies are both within their own home sphere of the
triad. Basically, our findings, like those found by Rugman & Verbeke (2004), are that the
world’s largest MNEs, except for European companies, have an average of around 75% of
sales within their home region. By contrast, European companies are over dependent on
the host region market, with an average of only 46.69% of sales from the home region.

European multinationals are competing in more fragmented regions
From the chart below, we can see that from 2000 to 2019, the largest proportion has been
the United States (except in 2000), and it continues to expand over the year. In recent

years, American companies accounted for almost half of all positions. Only American
companies appear in the ranking in the Americas.
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Figure 6: Main countries of origin for the top25 MNEs (2000-2019
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Secondly, Asian companies appearing in the ranking are mainly Chinese (out of eight
Asian companies, four companies are Chinese), followed by Japan. From 2000 to 2003,
Japanese companies shared almost the same share as American companies, but since
2004 till now, Japanese companies' share continued to shrink. By comparison, Chinese
companies expanded rapidly, from 2005 to 2019. And since 2007, they have accounted for
10% -20% for each year.

The distribution in the European region is much more dispersed. From 2000 to 2019, a
total of 25 countries appeared in the ranking. The share of European companies is
relatively stable over time, and the top few are also those countries with the strongest
comprehensive strength; that is, Germany, the Netherlands, France and the United
Kingdom. Among all major countries, the proportions of Chinese and American
companies are the most important, and are still growing.

Based on the observations above, we can infer that the company's international
competitiveness is related to its domestic market. Larger domestic markets can not only
permit the company to increase production scale and thereby produce economies of
scale, but also to generate greater market diversity. Market diversity can promote the
existence and development of niche market, thereby enhancing the comparative
advantages of regional companies. From an institutional and cultural angle, similar
systems and cultures help reduce transaction costs such as information search and
bargaining costs, as well as the cost of monitoring transactions.

Previous studies have confirmed our observations. Arora & Gambardella (1997) pointed out
that larger markets, by accommodating a larger number of firms, are likely to have market
leaders that are more efficient than those in smaller markets, even in the absence of
economies of scale. And the disadvantages associated with smaller domestic markets is
even larger in activities that depend on product specific competencies than those based
on generic competencies.

At the same time, global presence is being largely ignored, because it demands a huge
investment in time and money. Even so, we should see that the extent and persistence of
regionalization in economic activity reflects the continuing importance not only of
geographic distance but also of cultural, administrative, and, to some extent, economic
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distance (Ghemawat, 2005). The integration of European business is not only about
promoting wider competition within the European market, but also the exploitation of
cultural, political and economic commonalities.

European multinationals are more dependent upon the “old economy”

In 2019, there were eight European companies, including four oil & gas companies, two
automobile companies, a holding company and a commodities company. Among the
eight Asian companies on the list, there were two oil & gas companies, an electric power
company, an automotive company, a consumer electronics company, a commodities
company, a construction company and an electronic parts company. As for the American
companies, there were three healthcare companies, a retail company, an oil & gas
company, a consumer electronics company, a holding company, an e-commerce
company and a telecommunication company.

From 2000 to 2019, among the top 25 companies, oil and automobile companies had
always accounted for 60% -80% of European companies. American companies were also
highly dependent on the oil and automotive industries before 2015 (40%-70%), but then
quickly turned to emerging industries, such as healthcare, consumer electronics and
ecommerce. The development of oil and automotive industries among Asian companies
lagged behind, and we can see it was not until 2006 that Asian oil & gas companies began
to appear on the list. There have been less major car companies in Asia than in the other
two regions. And the high-tech Asian companies are mainly electronics and consumer
electronics.

With the over concentration of industries, there is a risk. As we mentioned previously, the
fall in oil prices in 2015 exerted a huge impact on European companies. Furthermore,
industries are constantly evolving. In the past two decades, many industries have
disappeared from and others appeared in the ranking. For example, from 2000 to 2003,
there were several Japanese general trading companies, which later fell out of the ranking.
Another example is the financial services industry, which emerged from 2000 to 2014, but
disappeared after 2015. Other such industries include information technology,
conglomerates, insurance, technology and banking. Some industries have always
occupied an important share in the ranking, including oil and gas (especially from 2009 to
2013, the industry accounted for the largest proportion), automobile (though we observe
a significant decrease in 2019), retail. In addition, there are several emerging industries, i.e.
healthcare, holding, consumer electronics, commodities, and electricity. Among these
industries, the rising momentum of healthcare and holding industries are especially
obvious, but these emerging industries are concentrated within the United States.

The reason why we analyse the status quo of European industry is because covid-19 could
lead to a radical, even irreversible change to the global economy. From an industry
perspective, we can foresee a large number of innovations in the medical and
biotechnology industries in the future. Moreover, due to the rapid rise in the demand for
personal protective equipment (PPE), testing and tracing, and the surge for healthcare
capacity, the related industries could experience rapid development. At present, these
industries are concentrated within the United States. Europe should increase investment
in these industries and plan in advance. Additionally, during this epidemic, we saw that
car makers, like Ford, Tesla and GM have been helping to solve the shortage of ventilators
and masks through the flexible production lines of their Industry 4.0 factories. This
example opens up a perspective on the future of manufacturing development. The
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production mode of Industry 4.0 will allow the production of various commodities to be
answered through one single manufacturing facility. This may redefine the upstream and
downstream of the supply chain. Countries may accelerate the adoption of the flexible
production model of Industry 4.0, thereby reducing the dependence of key products on
the international supply chain. This should be an opportunity for Europe to increase the
investment of innovation through Industry 4.0 and increase exposure to the future of
manufacturing industry.

Conclusion

This impact paper mainly investigates the current status of business internationalization
by analysing the geographic origin and sales revenue distribution within the 25 largest
MNEs in the world. Contrary to the widely adopted viewpoint of a highly globalized
economy, we see that the degree of regionalization cannot be omitted, and will exist for a
long time to come. Through analysis of the geographical distribution and income
distribution of the triad, we see that European companies have the highest dependence
on host regions, while Asian companies have the highest dependence on home regions.
We believe that the dependence of European business on the global economy under
certain circumstances, will create a vulnerability among European companies.

Based on the theory of transaction costs and economies of scale, market diversity, and
previous empirical findings of significantly positive relationship between the domestic
market size and company competitiveness, we believe that regionalization and
integration in Europe, instead of market protectionism and isolationism, will help to
improve the international competitiveness of European companies. As a conclusion, EU
countries should be more united to form an integrated economy and larger internal
market, in order to enhance the competitiveness of European companies.

Finally, yet importantly, by comparison of the triad industry distribution, we found that
European companies rely heavily on traditional industries, oil & gas and automotive
industries, which will increase potential systemic risks, such as the economic black swan
event or destructive technological innovation.

We can conclude from this analysis that: (1) in the short run, Europe could be the main
victim of a strong post covid-19 de-globalization wave; and (2) in the longer run, Europe for
its future competitiveness will need to help champions in new industries emerge with a
solid regional basis. We believe that European companies should definitively increase the
efforts for investments that Industry 4.0 provides, specifically for the healthcare industry.
Industry 4.0 could be a great opportunity for European companies to reinvest in regional
manufacturing, and to be prepared to respond to the potential threats of de-globalization.
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How COVID-19 reshuffles the European innovation ecosystem

Since the beginning of the 21 century, European countries have introduced cluster
policies to structure and support their national innovation ecosystems (Galié et al 2013,
Bonnafous-Boucher et al 2015). Before COVID-19, being a member of a cluster organization
was the inescapable place to be for a company that wants to innovate and scale up in
Europe. However, the social economy actors (such as for example cooperatives, mutual
societies, non-profit associations, foundations, and social enterprises) were quite absent
from this ecosystem. Will this change after the crisis is over?

Under the current COVID-19 crisis, the cluster ecosystem is the place to be to have a head
start on crucial information, be it about governmental aid programs, funding for urgent
needed innovations or how to be useful for disrupted European value chains. However,
the fast and agile response from social economy actors quickly challenged the “ivory
towers” of innovation. Existing companies were still weighing the benefits and risks of
changing their modes of productions while the maker movement was already able to
propose innovative solutions (for example protective shields, ventilators) to help civil
society, companies, or hospitals to face the crises. However, even though they were quick
to innovate, the institutional environment for finding funding or accessing mass
production were more difficult. The “European Cluster Alliance” and the “European Cluster
Collaboration Platform”, crucial matchmakers since the outbreak of the crises, are now
actively going towards these “free” and less “institutionalized” social economy actors. Even
though their identities could not be further apart, both worlds recognize that they could
benefit from each other.

COVID-19, triggering soul-searching for clusters and makers

The industrial policies of the beginning of the 21 century were inevitably linked with
cluster policies around the world. In parallel, a more grassroot movement appeared: the
maker movement. While the cluster approach is mainly driven by the wish to increase the
competitiveness of established companies by improving their innovation capacity, the
maker movement is mainly driven by an open sharing culture that focuses on community
development and the improvement of society (Capdevilla, 2013). In the academic cluster
literature, the amounts of patents registered in each region or the ability of cluster
organisations’ members to access financial subsidies, are often indicators for clusters’
success. This could not be further away from the open source philosophy of the maker
movement and their philosophy of a peer-to-peer approach in helping each other improve
one’'s skills and experiment with innovative technologies and production methods.

To schematize, before COVID-19, the cluster approach was already far advanced in its
institutionalization process while the maker movement was still in its teenager stage,
trying to collectively and openly experiment and explore the world. However, not
surprisingly, a pandemic like COVID-19 suddenly propelled the maker movement
overnight from a teenager to an adult. Not only their strong philosophy to help society but
also their agility and open source approach, allowed them to innovate in a period that was
not possible for established companies.

David Cuartielles, the co-founder of the Spanish Arduino platform, the world’'s leading
open-source hardware and software ecosystem, underlines that on day zero of the
pandemic there were three possible options (ECCP Webinar, 2020): Either the
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governments had the money to obtain existing equipment to deal with the crises (option
A); or national companies got help from the public sector to ramp-up production or even
modify existing production lines (option B); or finally civic society needed to step in (option
C). Extremely fast, it was clear that option A was not enough, and option B was too slow to
react. Due to the uncertain temporality of the crises, there was a lack of immediate
innovation ability and willingness from companies. Stéphan Vérin, from the French Cluster
Euramaterials, for example, explained (ECCP Webinar, 2020) that companies still thought
about the bitter aftertaste generated by the Grippe A (HIN1) in 2009. In 2009, companies
of the textile cluster in northern France reacted rapidly to the potential pandemic threat
by innovating and setting up new supply chains for mass production in the mask industry.
However, as the crisis did not unfold, after some months, all government investments
were suddenly withdrawn again, and companies closed down or stopped the production
of masks as everything moved to China where production was much cheaper.

In March, during the brief time lapse of uncertainty about the magnitude of the crisis, the
Maker community started to step in at once. Overnight, they became the distributed
manufacturing force to cover the urgent needs of medical professionals, but they also
became one of the leading innovators for producing such urgent equipment faster and
cheaper. For example, from the middle of March onwards, the volunteer group “Makers
for Life” grouped together 250 people to try to conceive a cheaper and quicker way to
produce ventilators (Vanzini, 2020). 20 people of this group even decided to group-isolate
in the Palace, a local start-up incubator in Nantes, to develop the first prototype of the
MakAir ventilator. Helped by the Auvergne Rhéne-Alpes Region and the CEA (French
public research body), the ventilator developed by the “Makers for Life” community was
able to enter the preclinic test period and is waiting now for the green light of the ANSM
(French equivalent of the European Medicines Agency) to enter the clinical testing period.
Industrials are already ready to step in for large mass-production if the testing proves
successful.

This process seems completely upside-down compared to the life within a cluster
ecosystem where innovating is more a question of years than of one of months. Before
COVID-19, getting funding through, for example, a French cluster organization is very
often a struggle of several months (or even years). First, one must become known and
trusted by the community through networking and then projects often need several
rounds of submissions to be official labelled by a cluster organization and thus eligible for
certain government funding. Additionally, the constant fear that during this period
somebody else might reverse-engineer one'’s idea is often present. However, once a
cluster organisation has labelled a project, funding might be considerable. This goes hand
in hand with being — from this point on — a trusted “insider”, a crucial element in cluster
ecosystems.

The current crisis underlines antagonistic problems within the two universes: agility for
the cluster ecosystem and institutionalism for the maker movement. In the past, the
maker movement was always proud of being composed out of free electrons that work
together and that strive to improve society. Their philosophy is rooted in openness and
flexibility without any external influences. However, the current crisis also shows that
accessing urgently needed funding is a difficult endeavour when one is not officially
speaking with one voice. The maker movement undoubtedly stepped in where nobody
else could have. However, David Cuartielles also underlines that this crisis has generated
an identity crisis for the movement and that behind the scene a lot of fighting is going on,
in terms of deciding which direction the movement should go (ECCP Webinar, 2020).
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The agility and openness of makers might bluff the cluster ecosystem and the
institutionalism of the cluster ecosystem might bluff the maker movement, but for both
universes the current crisis might be the start of a soul-searching in the coming months.
Since March 2020, the European Cluster Alliance (ECA) has created a small bridge
between these two universes to learn and gain from each other.

ECA, building bridges between antagonistic worlds

In September 2019, during the Regional Economic and Diplomacy Summit in Warsaw, the
European Cluster Alliance (ECA) was officially launched “to give Europe’s clusters a
common voice and promote the inter-cluster collaboration” (ECCP News, 2020). The ECA
is a bottom up initiative, launched by European national cluster associations (for example
fromm France, Spain, Hungary, Romania) and currently grouping together 13 national
cluster associations representing more than 740 European clusters organizations. The
objective of the ECA is to generate “synergies in collaborative approaches and speaking
with a stronger, joint voice both at European level but also in dialogue with national and
regional policy makers to seek more effective, fact-based policies to support the
competitiveness of their members, in particular SMEs, through the use of clusters” (ECCP
News, 2020). The ECA operates in addition to the two more top down associations, namely
the European Cluster Excellence Association (ECEA), focusing mainly on appraising and
labelling European clusters, and the European Cluster Collaboration Platform (ECCP),
concentrating mainly on mapping, connecting and supporting European clusters to find
global partners.

However, nobody could have predicted that this newly-found association would play such
a crucial role in the near future. On the 28™ of February the ECA chose its board of directors
and elected Antonio Novo Guerrero (chairman of the Spanish federation Clusters.es) as
president. From March 1%, beginning with Italy, European countries, one by one,
introduced restrictive measures and lockdowns to try holding back the pandemic.
Conscious of the important role the cluster ecosystem can play in fighting the pandemic,
the ECA agreed to create the European Alliance Against Coronavirus on the 23 of March
and launched it only three days later. A record for institutional reactiveness. On the 27% of
March, Antonio Novo Guerrero, the association’s president, started daily one-hour
morning videoconferences, 7 days a week, and has not stopped since then. Convinced that
the crises can only be tackled by openness and a shared leadership approach, all types of
experts (coming from different universe such as civil society, clusters, social economy,
public administration, academics, etc.) are free to participate and express needs or
potential solutions to tackle urgent issues. With a very structured meeting framework, but
at the same time with a very open and inclusive approach, ECA tries to tackle immediate
needs (such as key technologies) but also back to work, skills & educational, funding or
flexible value chain issues.

For example, EuraMaterials, the French Textile cluster, presented its experience of
handling the crisis on the 2" of April during one of the ECA's morning meetings. One day
later, the president of EuraMaterials had been contacted by the president of the ECA to
send details about the new French regulations regarding masks. On the 8™ of April, the
Spanish Ministry of Industry published an official regulation enabling the French
standards in Spain. A real success of reactiveness for such a young association (ECCP
Webinar, 2020).

241



The European Alliance Against Coronavirus brought a large spectrum of actors around a
virtual table that didn't necessarily know each other or how to interact. The urgency of the
situation allowed to put institutional and ideology barriers aside to participate in solving a
common global crisis. Quickly learning from best practices in Europe and creating
purpose-driven European networks were at the center of their preoccupation. ECA, thanks
to avery engaged president, was able to create trust among the various distributed actors.
Trust, which can be defined as “the mutual confidence that no party to an exchange will
exploit the other’s vulnerability” (Sabel, 1993) is normally difficult to create in economic
spaces.

Historically, the cluster literature allocates a particular role to the managers that are
animating cluster ecosystems to create bridges and relational glue between normally
competing actors (Colletti, 2010). In the case of the ECA, this might be true as well. Two
elements are particularly interesting and important to underline. First the ECA agreed to
create the “European Alliance Against Coronavirus” in the middle of March where the
word “cluster” is not visible. This underlines their wish to have a shared leadership
approach, particularly integrating the social economic sphere as well. Second, the current
president of the ECA is Spanish and in Spain the Maker Movement is particularly active
and strong. Creating a bridge and link between the maker movement and cluster
ecosystems was thus possibly easier than under other circumstances. Both elements
might have facilitated the creation of small bridges between the maker movement and
the cluster ecosystem.

Moving from a Triple Helix to a Quadruple Helix innovation model?

Since the launch of cluster policies in the 2000s, the main objective has been the
development of breakthrough innovations by promoting interaction between
universities, industry and government. This idea stems from the "triple helix" model
(Leydesdorff & Etzkowitz, 1998) where governments foster innovative environments that
are favorable for valorizing and commercializing research and development from
university spin-offs. The university and public laboratories became pivotal players in
fostering knowledge-based initiatives through collaborations with (and between) firms
(small and large) operating in distinct sectors and at different technological levels.

However, this triple helix model now seems, little by little, outpaced and less in line with
the open innovation strategies of firms, which increasingly integrate not only other
organizations but also users in their innovation process. Thus, instead of speaking of a
triple helix (Leydesdorff & Etzkowitz, 1998), Carayannis & Campbell (2017) propose the
notion of a “quadruple helix” by adding users to the triple helix model. Within the
qguadruple helix, users are at the heart of innovation and innovation is meant to be at the
service of civil society. This requires an open innovation strategy to stimulate user-driven
design collaborations. However, for cluster ecosystems that are historically based on a
triple helix model and often guided by patents and closed research circles within their
established ecosystems the question of openness towards civil society and the social
economy is difficult to tackle. The question of the future might be how to sustainably
create a cluster ecosystem that is actively based on a quadruple helix model. A question
that cluster managers will definitely need to address in the future is how cluster
ecosystems can properly integrate civil society and social economic actors in their
ecosystems, allowing them to express their agility without overwhelming them with the
cluster’'s bureaucracy.
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Conclusion

COVID-19 has led to a reshuffling of the European innovation ecosystem. The Maker
movement, be it in Spain, France or elsewhere in Europe, was able to innovate in a record
period of time to address urgent societal needs (for example ventilators, face shields).
These free maker electrons had an agility where more institutionalized entities could not
have followed. However, the free electrons were not able to speak with one voice which
prevented them to access funding and support easily. The current crisis showed that both
universes might need each other in one way or the other to advance tackling future
challenges.

The deployment of the quadruple helix model, which had already started within certain
clusters before COVID-19, has certainly accelerated since the start of the crisis. As the ECA
example shows, a shared leadership approach seems particularly important to generate
trust and collaboration across different universes. Additionally, we can observe that the
major health and societal crisis is giving rise to an accelerated movement of
deinstitutionalisation of clusters (for example ECAs informal daily morning meetings
which are all recorded and accessible for whomsoever wishes) and institutionalisation of
civil society actors (for example maker movement participating in the European Cluster
Collaboration Platform Webinar).

In any case, after political responses from European countries were initially somehow not
aligned and disorganized, civil society actors and cluster ecosystems were able to engage
very quickly in a search for European solutions. Thanks to the framework provided by the
ECA, they did not hesitate in working together across borders on a European level. An
encouraging sign that our European identity is functioning at the roots and that this
identity will survive in a post COVID-19 future!
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Rethinking the national system of innovative entrepreneurship

The Covid-19 crisis has become a global and virulent pandemic with 4 million cases
registered in 227 countries (according to WHO, May 3, 2020). In France, as in other
European countries, this unexpected and disruptive context has undermined three pillars
of development, namely the social, health and economic dimensions, with an increase in
unemployment, the weakening of the social structure that threatens the spectrums of a
long-lasting decline. This darker side of the crisis has consequently led the national public
authorities to adopt a defensive strategy of job maintenance, substantial support to
companies in order to avoid bankruptcies and financial support for health research in
order to find a rapid and efficient scientific solution.

Beyond these dramatic facts, we are witnessing the acceleration of a change towards a
technological paradigm which has affected all sectors, particularly that of higher
education, research and innovation. This new paradigm has first and foremost forced
adaptation, and secondly may lead to the unavoidable need to rethink the future of
academia, the research and innovation sub-system, itself anchored within the framework
of an innovation system, at the structural, organizational, coordination and funding levels,
in order to improve its performance and sustainability.

To remind ourselves, an innovation system is composed of economic structures and public
institutions whose actions consist in implementing a national innovation strategy, and in
which the type and quality of interactions between its actors have impacts on the
technological pace and trajectory of a country (Lundvall, Edcquist, 1993). In this system, the
education, research and innovation subsystem play a central role in ensuring productivity
and strategic competitiveness. This subsystem is mainly made up of higher education
institutions, research centres, transfer institutions, a network of companies and
infrastructures that facilitate the resources allocation, coordinate actions and
communicate in order to generate knowledge and transfer it towards innovative products
and solutions.

A "glocal" model of higher education

Concerning higher education, this disruption has paradoxically allowed a rapid and
accelerated adoption of digital technologies, ensuring the maintenance of distance
education at the national level. On a more global level, this context has allowed a
spontaneous opening up of online courses, free access to knowledge as well as a colossal
sharing of experiences, of pedagogical and disciplinary methods. Therefore, it will be
necessary to rethink and re-adapt the integration of virtual and hybrid teaching in student
and teacher life, that has at this time been forced on institutions by the urgency of this
unanticipated context, but which will probably be normalized in the future, making the
digital tool an integrated yet structural part of teaching.

This outlook is all more crucial with regards to the European initiative "European
University" launched by the European Commission and strongly supported by France to
form, by 2025, European higher education and research around key themes, and which
aims at ensuring the quality and excellence of higher education, improving the
international and virtual mobility of students and all concerned stakeholders in higher
education institutions, establishing transnational joint programs and diplomas between
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the university partners forming these alliances, and by integrating advanced pedagogies
as well as the use of the latest technologies.

Adaptation must therefore be extended to the adoption of digitalization in an intelligent
way towards a pedagogical excellence, the expansion of knowledge, student mobility and
that of the teaching community. This implies rethinking the business model of higher
education institutions for the future. There are no immediate nor accurate solutions to
these questions, but possible streams for exploration should be considered, particularly:
How can higher education institutions maintain their national identities while opening up
to the world through digitalization?; Must they be transformed into “global” institutions,
while maintaining their local roots? These questions should be analysed in conjunction
with the research and innovation component, since it is above all a global and systemic
process.

The sovereignty of the national research and innovation system....

In the field of research and innovation, the covid-19 crisis was connected with a large,
accelerated and multidisciplinary flow of exchanges, with wider sharing of information
and scientific knowledge, facilitated in particular by the 'use of digital technologies such
as high computing, complex and sophisticated digital programs, thus ensuring the
processing of condensed streams and instantaneous data. These digital engines have
above all allowed virtual cross-border scientific collaborations, breaking down the physical
frontiers between regions within a single country, and between countries, in a spirit of
solidarity and as a single human identity.

From a systemic perspective, the context plays a pivotal role in the innovation process,
notably in phase of knowledge accumulation. This crisis shows the role played by the
enlargement of scientific sources of knowledge accumulation in accumulating external
knowledge, in developing collaborative knowledge and in producing new knowledge that
will allow proposing an innovative solution to eradicate the virus. The global dimension
will benefit from being supported and integrated into a better structured collaborative
framework that would facilitate its dynamics and performance over the long term.

The context of this crisis has mobilized an armada of researchers with a diversity of
scientific backgrounds and with multidisciplinary skills, including epistemologists,
engineers in hard sciences, biologists and many others as well as practitioners, who have
pooled their knowledge, their disciplinary and technical skills to gather, share and produce
new knowledge in order to find solutions to the health and social issues of the more
broadly global virus Covid-19. What the French president of the republic said when he
declared on March 24 that "... | have gathered today our best researchers in diagnosis and
treatment. Our efforts in research will be totally mobilized in the combat against the
Covid-19 virus.

From the cognitive perspective, this crisis has highlighted the virtues of the dynamics of
accumulation and production of knowledge processes, through virtual interactions
between researchers from different horizons and from different countries, and has
contributed to fuelling the process of cumulative learning, particularly with exploratory
learning, learning by transformation and learning by exploitation (Narula, 2003; Lane et al.
2006) and interactive learning, that have consequently allowed dynamic feedback
mechanisms and internal adaptations that fuel an innovation process (Ben Slimane, 2011).
The effects of these broader social interactions on the accumulation of knowledge, reveal
the need to support these mechanisms to improve scientific agility, to ensure a better
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coordination and communication, as sources of development of absorption capacity (Zou
et al, 2018), supporting smart learning and the creativity of collaborative networks in order
to overcome future social, environmental and technological challenges, in a spirit of
coopetition.

The technological specializations for the future

From the strategic perspective, it would be important to ensure continuous national
technological sovereignty over areas that would constitute French specializations for the
future. But from a systemic point of view for the innovation process, it is necessary to
support the national anchoring of research and innovation in order to be able to benefit
from the wider interactions. Indeed, the production of new knowledge is not systematic.
It depends on the presence of a sufficient and renewed knowledge basis and on the
existence of human capital, who through its skills, its productive abilities and its
experiences, contributes to the development of a technological absorption capacity (Ben
Slimane, 2011). These drivers of absorptive capacity must be supported within the
framework of the national plan for research and innovation, which had already described
the national strategy for research and innovation for the future ten years, including
support for exchanges between public and private laboratories, the opening up of
research and innovation efforts for better coordination between the actors.

This context informs us of the need for more sustained and substantial investment in
resources and tools to allocate to scientific research but also R&D, in order to support the
development of strategic specializations in key sectors (technological, social or
environmental) and support the various forms of research and innovation be it driven by
market needs, to advance science, to respond to social, environmental or health
challenges, or to remain at the forefront of technological advances and disruptions.
Particularly, targeted infrastructure and financial resources around strategic and future
themes should be provided towards national technological sovereignty over the long term
and thus, with national specialization, France could be better involved in a European
specialization strategy.

..and innovative entrepreneurship

The final link in the education, research and innovation system is transfer, which relies
heavily on innovative entrepreneurship. Knowledge-intensive entrepreneurship becomes
critical and must be culturally anchored in order to break down the dichotomy between
the components of the system. At the higher education level, entrepreneurship must be
extended as well as for university students, as for engineering schools and grandes écoles.
Students should be specially trained towards entrepreneurial culture, entrepreneurial
behaviour and entrepreneurial skills. In addition, interdisciplinary collaboration through
collaborative projects must extend to the humanities and social sciences in order to
promote the detection of entrepreneurial opportunities and ensure the transfer of
research results, transferring them to the market.

Government policies aimed at encouraging entrepreneurial initiatives must be
strengthened and structured around sectoral research priorities. This involvement should
be converted into targeted incentives, in particular administrative and legislative reforms
as well as the substantially financial support of innovative entrepreneurial activities (Mani
2011) as well as developing financial tools and private networks to campaign for them in
the prototyping phase, the seed stages, and the product development stage. Public policy
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should also develop appropriate regulatory and legal systems, but also financial support
for innovation and R&D (Autio et al. 2014). This vision involves sustainable private funding
by providing substantial support (spaces, equipment, incubation or acceleration
structures, mentoring, advice, funding, etc.) thus contributing to the creation of economic
value and jobs.

A high-performance national system of innovative entrepreneurship should highlight the
symbiotic relationship between the triptych of entrepreneurship, innovation and
development by supporting the possible synergies and potential complementarities
between the actors of the system (Ben Slimane, Mhenni, 2020). In this perspective, the
interaction between the various components of the system should contribute to meeting
the challenge of transferring knowledge to the market, creating new innovative
entrepreneurial opportunities, and scientific and technological specializations enhancing
the employability and competitiveness of the national system of innovative
entrepreneurship.

Conclusion: towards European expansion

The structural and operational upheavals deriving from the context of this crisis call for the
unavoidable need to rethink education, research and the innovation subsystem, towards
setting up French specializations for the future as well as subsequent investments. This
exploration should not be dissociated from the European research and innovation plan
(2021 to 2027) aiming to develop clusters of multidisciplinary European higher education,
research and innovation, focused on key areas, and that aim to be strategic, innovative
and inclusive, taking into account environmental and technological societal issues with a
final goal to strengthen European identity and its positioning in research and innovation,
and its global competitiveness.

This global approach must be preceded by a nationally localized approach, which
strengthens the performance of an innovative national entrepreneurship system and
which is consistent with the dual Euro-French identity, in order to benefit from a system
of broader partnerships, allowing the transfer of ideas to the market to be ensured and
the development of innovative entrepreneurship activities in Europe to be supported.
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Rush for resources or preservation of common goods? Two scenarios
for managing resources in the Anthropocene era

Covid-19: a disease of the Anthropocene era

While the Covid-19 epidemic is generating inordinate impacts and is severely affecting
every country in the world, recent history has been marked by other illnesses — HIV, Ebola,
avian flu, and SARS - that have the same origin: cross-species transmission from animals
to humans. These are thus all 'zoonoses' or zoonotic diseases. For many experts, the
multiplication of zoonotic diseases can only be explained by the growing footprint of
human activities on natural ecosystems: deforestation, extraction of fossil fuels,
overexploitation of land, etc. The IPCC (2019) special report on climate change and land
use points to the fact that the destruction of ecosystems brought on by the extraction of
natural resources (minerals, fossils, agrarian, animals, forests, etc.) is the origin of
increasingly frequent cases of zoonotic diseases being transmitted to humans. The 2019
IPBES report, the equivalent of IPCC for biodiversity, has exactly the same thrust. These
scientific observations call into question the assumption that the current pandemic is a
'microbial invasion' and suggest instead that it is one of the consequences of the 'human
invasion' of natural ecosystems (Shah, 2016). In other words, Covid-19 is a disease of the
Anthropocene age. First theorised by Paul Josef Crutzen, winner of the Nobel prize in
chemistry in 1995, the Anthropocene era, whose etymological meaning is 'the Age of
Humans', is a controversial but powerful concept. It refers to a new geological epoch that
would have begun around 1750 (Industrial Revolution), following the Holocene - the
interglacial geological era marked by stable average temperatures around 15°C over the
past 12000 years. Since the Industrial Revolution, the human footprint on ecosystems has
become so large that it is producing a veritable geological impact on the biosphere and
the terrestrial system. Some scholars use the term 'Capitalocene' to point to the capitalist
and extractivist mode of development based on the exploitation of resources by large
corporations, deemed to be the source of observed dysfunctions in ecosystems (Bonneuil,
2017). Zoonoses are appearing as one of the multiple consequences on natural ecosystems
of the unbridled extraction and exploitation of natural resources that characterise the
current dominant economic models (Bednik, 2019). The Anthropocene era is also marked
by the interconnectedness and internationalisation of economic systems, embodied in
global value chains that are structured by reserves of natural resources, competencies and
the availability of low-cost labour. This international connectedness has obviously
contributed to the rapid propagation of the virus around the world.

As the Anthropocene era accelerates crises and pressure on the natural heritage, but also
the spread of these crises throughout human societies, how will the Covid-19 crisis
transform our relationship with natural resources?

Two trends are already discernible

Certain long-term trends already appear to be taking shape concerning the post-Covid
world capitalism dynamic. First of all, large companies and countries have become aware
that organising global value chains on just-in-time principles has consequences other
than economic optimisation; such chains are also a source of fragility and create new
dependencies between countries and companies. We can therefore expect that countries
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and companies will take a lesson from the crisis and will try to reduce their exposure to
such supply chain risks and will seek to increase their control over resources, such as
energy resources, and their food sovereignty.

Second, it seems that we are entering a new era in international relations. Although
combatting the Covid-19 crisis calls for stronger international cooperation, as well as
international aid to help the weakest countries, we are witnessing, on the contrary, the
legitimacy and financing of the WHO being called into question by the United States and
other countries. Against a backdrop of rising nationalism over the past several years, we
can expect to see increasingly interventionist government actions becoming generalised
in an international context that is less predictable, less coordinated and less 'free market!,
with a rise in regional, bilateral and national logics.

Third trend: resources that are currently abundant and therefore inexpensive, though
obviously threatened, such as wood, water, energy or sand, will become scarce in the
coming decades. Is this future so far away ? It is hard to say exactly, but the tensions on
numerous resources are already visible. The example of rare earth elements, vital for the
electronics industry and green energies is already well documented. Sand, which is
omnipresent in our daily lives (essential for many industries such as construction and
glassmaking), is the second most exploited resource after water, but one whose
availability is increasingly threatened by the growing demand. Desert sand, which is
available is large quantities, is unusable as it is too fine. Various sources have warned of a
shortage, as maritime extraction threatens coasts and ecosystems, and sand 'mafias' are
taking root in different countries (Hackney et al., 2019).

If constraints linked to natural resources are destined to exacerbate in the coming years,
how are we going to manage scarcity and rethink our relationship with resources? To
continue Bruno Latour's (2017) line of questioning, the question we are facing in the
Anthropocene era is 'Where to land?' and above all '"How to land?'. Let's imagine two
fictional scenarios, from the future vantage point of 2035, of how natural resources may be
managed in a post-Covid world.

Scenario 1: Like before, but worse... Tensions and a rush for resources

To combat the economic and social crisis caused by Covid-19, the vast majority of countries
have sought to jump-start national consumption and get their economy moving again
using tried-and-tested growth models. Coming to the rescue of the industries most
severely affected by the crisis, whose economic weight was considerable, companies and
governments have more or less consciously sought to revive former growth models,
characterised by high energy consumption and ever more rapid product turnover in a
logic of intensive innovation. While these efforts have not managed to restore growth and
consumption in a lasting way, they have spurred a sharp rise in global energy
consumption and pressure on resources, exacerbated by continued demographic growth
at the global level.

In colliding ever more forcefully with planetary boundaries, these growth modes have only
intensified anthropogenic pressures on ecosystems. This accelerated erosion of nature
and the multiplication of climate crises has taken on such proportions that the habitability
of the planet is called into question in several parts of the world. Fromm an economic
perspective, the period has been marked by massive natural resource appropriation.
Indeed, whenever there was no substitute for a resource that is indispensable for basic
needs (water, wood, sand, agrarian resources, rare earth elements), the growing scarcity
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of resources made them ever more strategic, generating competition between
companies and also between countries to safeguard their supplies and/or benefit from an
economic rent. Diplomatic warfare and economic warfare have gradually merged, with a
return to stronger forms of state interventionism, resulting in the nationalisation of
companies and more robust use of influence than in the past.

We have also witnessed an upstream shift in the locus of potential sources of value in
production chains — the exact opposite of the process observed in the previous two or
three decades in the West, which had seen most companies selling off their productive
assets to lighten their balance sheet and focus instead on immaterial activities (brand
management, marketing, distribution network).

The economy has thus gradually become rationed by increasingly limited resources,
monopolised by a small number of firms and countries. In this economy in which supply
is rationed by the decreasing availability of natural resources, successful companies are
now those that control natural resources. Owing to the astronomical rise in prices for
indispensable natural resources, the situation has obviously become increasingly unequal
and conflictive, between individuals, social groups and countries. In 2035, the vast majority
are subjected to moderation, while the remaining powerful enjoy an increasingly costly
final feast.

Scenario 2: Landing in the Anthropocene — resilience, moderation in resource use

and preservation of the natural commons

The Covid-19 crisis triggered an awareness of the extreme vulnerability of our economic,
social and natural systems. Many countries around the world quickly set in motion an
ambitious plan to reduce exposure to these new risks. Launching an ambitious industrial
strategy, they pursued two clear objectives: regaining sovereignty over all vital aspects of
their economic systems (entailing business relocation) and also switching to low or non-
carbon-based energy sources and coming up with models based on a much more
moderate use of resources. Economic activities were relocated, especially in the area of
agriculture and raw materials, but not as before. Alongside the sacred cow of GDP, public
decision makers quickly integrated a new indicator to guide policy while taking risks into
account: the ‘resilience indicator'. Developed by an interdisciplinary panel of biologists,
climatologists, ecologists, sociologists, managers and experts in geopolitics, this resilience
indicator measures the exposure of economies and societies to the risks of the
Anthropocene era.

More sustainable models, hitherto embryonic, became the norm. Anticipating natural
resource crises, businesses and government reorganised the economy on the basis of
circular principles, aimed at moderation in resource use. The implementation of these
models — conceived in opposition to linear, extractivist, energy-consuming capitalism -
allowed countries to gain time and to contain resource crises and their environmental and
social impacts. Naturally this did not occur without friction and it was necessary to take
determined action, to establish a hierarchy of priorities, and to make difficult trade-offs in
order to achieve this goal of moderation. The introduction of a new system of taxation for
individuals and businesses was a decisive undertaking to tax the use of certain resources,
to finance necessary investments and to make the transition socially acceptable. An
ecological transition revenue was introduced to rethink social justice in a context of
increasingly scarce resources and rising energy and transportation prices — a potentially
explosive situation from a social point of view.
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By the end of this painful yet necessary transition, entire sectors had been transformed.
For example, owning a private car became too expensive for most households. The norm
now is renting or car sharing. The construction sector has massively shifted towards the
thermal renovation of housing. Entire sectors such as digital technology and
transportation have been reoriented to pursue moderation. Agriculture has been
reorganised around the principles of agro-ecology, permaculture, and other approaches
that are less resource intensive. The creation of local 'technological loops' has also made it
possible to rethink the economy for a post-global value chain world and to restructure key
sectors at the local territorial level (healthcare, electronics, clothing, furniture). This new
territorial industrialisation, which must further reduce its energy consumption, is
characterised by new employment opportunities in the areas of maintenance, product
service and repair, and the reconditioning and recycling of raw materials and products.

These transformations did not occur in a uniform way. At the international level, the
pressures on resources and ecosystems have not disappeared, but they have diminished
and that is already quite significant because it preserves the habitability of the planet and
limits geopolitical conflicts. Not every country and business has adopted these models at
the same pace, but those that have done so soon found themselves less exposed to social
and environmental crises than their neighbours who remained in the old paradigm.
Countries and businesses have gradually followed suit in adopting the new models. At the
international level, the 'Alliance for the Anthropocene' was formed to revive international
cooperation and provide it with a common framework. After having formalised a set of
rules, laws and market regulations aimed at a more reasoned use of resources, member
countries established a framework to jointly manage 'common bads' (pandemics, ocean
plastics, global warming, etc.) in solidarity with each other. Furthermore, they launched an
initiative to rewrite the law on global common goods in order to preserve ecosystems and
biodiversity and take them out of the commercial sphere. Finally, a new vision of resources
is taking shape: not only perceived and managed as an appropriable good, but as an
inalienable common good to be preserved.

To make a landing... rebuild economic institutions, law and the

concept of resources

These scenarios are fictional. As such, rather than adopting a truly predictive logic, their
aim is to help us envisage possible futures.

Scenario 1, which takes the form of a dystopia, appears unfortunately to be the most likely
given the current mechanisms for restarting the economy to cope with the post-Covid
economic and social crisis. Scenario 2 describes a more desirable though admittedly
utopian path. How might a utopia be made possible and where should we begin?

The conditions are multiple, but we can identify several priorities. The first urgent matter
is to reform our economic institutions, and in particular our vision and our tools for
measuring progress. Our political, financial, and social institutions are all structured
around the dogma of GDP growth, an indicator whose numerous limitations were pointed
out by Kuznets (its creator). GDP absolutely does not take into account negative impacts
on our natural heritage, because the depletion of natural resources and their waste are
treated in accounting terms as value creation. Similarly, it is completely blind to exposure
to the risks of the Anthropocene era (Raworth, 2017). To 'rediscover the meaning of limits'
(Papaux & Bourg, 2010), it is necessary to switch lenses and to enrich our vision with other
indicators (O'Neill et al,, 2018). A composite indicator of resilience to the risks of the
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Anthropocene era remains to be invented, but it should be a priority in reshaping our
relationship with resources in a post-Covid world. Such indicators should not be the
preserve of governments, but should also be diffused and adapted at the company level,
at the heart of strategic thinking and organisational management.

The second challenge is to reorient the market, rejecting the idea that the 'free market'
can respond to issues of resource depletion. Indeed, the market only values the scarcity of
resources, not their preservation — even less so their restoration. This difference is
fundamental: when a massively exploited resource becomes rare, it means that its
depletion is already very far advanced. It is useless then to think that market mechanisms
alone will be able to restore supplies of that resource, which are governed by biological
and geological timeframes that quite distinct from the market's time horizons (just think
that it takes several hundred years to form a grain of sand through erosion). At most, the
market may prompt the emergence of substitutes, if they exist or may be developed.

Finally, a third challenge is to rethink the mechanisms of international governance and to
transform the institutional legal framework relating to the environment. Achieving such a
process, which is undeniably complex and ambitious, would entail a veritable
transformation in our understanding of what constitutes a resource, as a common good,
and abandoning the anthropocentric bias in our relationship with nature (Descola, 2015).

In addition to measures implemented through a strengthening of the role of government
and regulations on different geographic scales, the governance of business also needs to
be rethought to move beyond the dominant model of shareholder governance. This
model operates through the appropriation of value by shareholders to the detriment of
other stakeholders — more local and rooted in their territory — who have an interest in the
preservation of local resources. The role of hybrid governance forms, cooperatives,
associations, and family businesses with a commitment to the long term and in search of
resolutely multi-dimensional and multi-stakeholder performance will be more and more
decisive.

Conclusion

With its promise to identify more resource-efficient, profitable business models, the
circular economy has enjoyed great popularity in recent years in economic and political
circles. Innovative and promising models have been identified thanks to the circular
economy. However, these models remain embryonic and operate on a scale that is
insufficient to face current challenges.

The future scenarios exercise initiated in this article through the use of fiction allows us to
put forward two messages. First, the goal of generalising the circular economy and
moderation in resource use is currently hindered by the circular economy's lack of a real
institutional structure, a backbone made up of laws and indicators integrated in the
management of companies and economic systems.

Second, the circular economy is often defined as an economy of resources. We must
nevertheless raise questions about the future of the circular economy in a post-Covid
world in which the issues of resource access will become ever more acute. Will the circular
economy become an economy of resource scarcity, at the risk of intensifying predatory
behaviour and the race to grab resources, or an economy of resource preservation, which
promotes common goods at the global and local levels?
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These different elements converge on the idea that in a post-Covid world the horizon of
the circular economy will shift: not only the identification of business models, but a
profound transformation of our economic, managerial and social institutions. This is what
it would take for the circular economy to help us avoid an emergency landing or a crash
into the Anthropocene era and allow us to shape the conditions for a negotiated landing.
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Corporate social responsibility beyond philanthropy? Sustainable and
responsible business in times of Covid-19

The world is currently facing a unique and unprecedented crisis and no one at the
moment is able to predict how long it will take for the economy to recover. As for the social
consequences of this pandemic, causes for concern are mounting every day.

A striking phenomenon in the developed world has been the renewed legitimacy of the
State as the main engine of economic recovery. Public authorities today are granted the
leading role, not only when it comes to health matters, but also regarding social and
economic policy.

This re-embeddedness of politics is no doubt a turning point in recent history. Yet this does
not mean that the private sector should not take on its responsibility regarding the
pandemic. Large companies, especially multinational firms, have a decisive role to play, all
the more so in most of the developing world where national governments, for various
reasons, are not in a position to provide adequate responses. A study conducted in 2018
and based on a rigorous methodology demonstrated that two-thirds of the world's top
100 economic entities were companies vs less than one-third national governments.*®

As a matter of fact, be it in the developed or developing world, it should be borne in mind
that multinational firms draw in their wake hundreds, sometimes even thousands of SMEs
— suppliers, subcontractors, often family businesses, scattered around the world. Hence
the crucial role of big business in providing adequate responses to the crisis.

This impact paper focuses on CSR and its crucial role in the current situation, not only as a
much-needed short-term response, but more importantly as a catalyst for systemic
change in the medium to long-term. The rationale behind this is that the business world
definitely needs to move away from "CSR and business as usual" in order to engage in
sustainability-driven policies, eventually leading to deeply transformed business models.

The short-term response

Although CSR has become a buzzword in management, it remains a fuzzy concept taking
very diverse forms. From its emergence in the 1950s in the U.S. to its internationalization,
first in Europe in the 1990s, then across the world in the 2000s, CSR practice has evolved
from ethical to utilitarian motives to more recently sustainability-driven strategies. Yet, by
and large, the prevailing form of CSR around the world remains the most traditional one,
based on ethics and philanthropy, in other words, "CSR as usual".*®®

"CSR as usual"

When looking at the current CSR responses to the pandemic, it comes as no surprise to
see that the traditional philanthropy-based form of CSR largely prevails.® Based on the
universal "give back to the community" principle, this type of CSR is an easy way for
businesses to offer a quick and effective response. It allows them to provide a direct

49 See Babic, Heemskerk & Fichner, “Who is more powerful? States or corporations?”, The Conversation, July 2018.
50 On the history and development of CSR, see Delbard, 2020.

5 This is confirmed by recent surveys such as Globescan's "purposeful leadership in a time of crisis" (April 2020).
Retrieved on May 7, 2020 from https:/globescan.com/purposeful-leadership-time-of-crisis/
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tangible benefit to society while enhancing the company's reputation and image. As a
result, many companies have been seen donating surgical masks and other types of PPE
(personal protective equipment), setting up emergency relief funds or providing relief
packages.

Interestingly enough, while corporate philanthropy remains by and large a valid response
to the emergency,® several large companies, especially in Europe, have rapidly taken one
step further by adopting a collaborative approach, focused on specific categories of people
impacted by the pandemic.®

"Stakeholders have names and faces and children"”

"Stakeholders have names and faces and children. Executives and academics, especially,
must understand that business is fully situated in the realm of humanity. " (Freeman,
2010)

The current crisis is raising fundamental questions, such as the relevance of our prevailing
business and management model, i.e. the shareholder value maximization model, as
exemplified by Milton Friedman's famous/notorious statement, "the sole responsibility of
business is to make profits" (Friedman, 1970). Is it still "socially conceivable" to claim that
the sole focus of CEOs and top managers should be on the company's shareholders and
their financial expectations?

The stakeholder theory that emerged as a counter-model in the 1980s but remained to a
large extent an empty shell, due to its inherent flaws and poor effectiveness* is finally
taking concrete shape. As Freeman® (2010) put it, stakeholders should not be viewed as
abstract constructs but as fully-fledged human beings, which particularly resonates in the
current traumatic context. Consequently, the aim of management ought to be pursuing
objectives shared by all key stakeholders, thus enabling the usual trade-offs to be avoided.
The fact of adopting a more holistic view of the company's ecosystem and balancing out
the respective interests of stakeholders has been exemplified by the debate over the
distribution of dividends. Surprisingly enough, the fact of cancelling the distribution of
dividends this year was largely supported not only by unions and social activists, but also
by political and economic leaders. As a result, 35% of the French CAC 40 companies have
decided not to pay any dividend, while 35% are cutting them and 17.5% maintaining
them.%® The point here is not to name and shame, but to view this question as a unique
opportunity to rethink value creation from a stakeholder perspective.

Several companies have shown great responsiveness by adopting specific measures for
their stakeholders. To take some of the most significant examples, local businesses
engaged in their territories as well as global giants (in the car and manufacturing,
pharmaceuticals, cosmetics, textile industries, etc.) rapidly shifted their production lines to

52 Even though philanthropy is subjected to many criticisms such as its lack of efficiency and limited time horizon.
53 With some (often) new generation CEOs being quite vocal in the media on this necessity (e.g. Danone's
Emmanuel Faber or Accor's Sébastien Bazin).

5% It is indeed a firm-centric approach focused on bilateral relations between the firm and its different
stakeholders so that it does not clearly take into account the interactions between stakeholders (whose interests
and motives may vary a lot). Nor does it propose a viable managerial approach to finding a commmon approach
to managing these diverging interests (see for instance Delbard, 2020).

55 Generally considered to be the father of stakeholder theory.

56 Retrieved from Zonebourse.com on May 8, 2020. This question is quite complex since companies may decide
to cancel, cut or maintain dividends for diverse and possibly opposite reasons (financial situation, socially-
oriented view or not, etc.). In addition, some may decide to cancel dividends this year and distribute twice as
many next year...
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contribute to the collective effort. Regarding employees, several large multinationals have
displayed their sense of care by securing income and benefits to all of their employees
across the globe®” The same goes for payments to suppliers and the commitment to
accelerate the payment process.

The table below summarizes some of the most common measures taken towards 4 key
stakeholders.

Table 2: Examples of Stakeholder-driven policies

STAKEHOLDER RESPONSES EXAMPLES
GOVERNMENT MODIFYING supply of PPE (ventilators,
PRODUCTION LINES masks, hydro gel, etc.)
EMPLOYEES EXTENDED CARE secured income and benefit

package to all employees

CUSTOMERS SERVICE & ADVOCACY | access-free content,
information and advice,
adapted solutions

SUPPLIERS COMMITMENT honouring payment
obligations, long-term
commitments

Looking beyond: the need for systemic change

The whole world is expecting a rampant recession with massive drops in GDP, waves of
business failures and lay-offs and worsening poverty levels, among other consequences.
Some have already pleaded for the return to a Friedman-like business-as-usual scenario,
meaning a deregulated business environment allowing for flexibility and freedom of
action.

One key lesson from the current crisis is that many companies are not following suit. On
the contrary, some are even pledging to reinforce their long-term vision aligned with
economic, social and environmental sustainability objectives. Aware of the difficulties they
will face in the months to come, they are keen on maintaining a long-term vision based
on a strong stakeholder-oriented view. Some even claim that the crisis could help them
be stronger in the future.

These positions are representative of a new approach to CSR that developed in the wake
of the emergence of sustainable development in the 1990s.® Within a few years, the
pressing importance of sustainability challenges led to a fundamental repositioning of
CSR. Elkington (1997) developed and popularized the triple bottom line approach, Porter
& Kramer (2006, 2011) had a major influence on business practitioners in demonstrating
that by moving away from traditional philanthropy and aligning it with general strategic
objectives, CSR could be a driver for new competitive advantages, eventually contributing
to creating value for the company as well as for the society (the "shared value" concept,
20M).

57 See for instance Danone's commitments (official press release, April 21, 2020).
58 With the 1987 U.N. Brundtland Report followed by the 1992 Rio Earth Summit.
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A distinctively European approach (European Commission, 2011)*° advocates the
integration of social, environmental and human right concerns into the company's
strategy and operations. CSR then means sustainability for the business world. By
embedding social and environmental issues into their strategies, companies are gradually
transforming their value chains and business models, eventually "politicizing" their role in
society, as described by the political CSR school of thought.®® According to the CSR
integration pyramid below, they have reached the third and final stage, that of "strategic
CSR".

Strategic CSR

Compliance

b

Philanthropy

Figure 1: CSR integration pyramid (Delbard, 2020)¢'

Here again, the current pandemic has brought about numerous debates and discussions
over the necessity to further embed sustainability into our ways of production and
consumption. Surveys and the media stress the attention given by consumers to
local/national production, while the issue of healthy and traceable products is more acute
than ever. Global value chains, with their inconsistencies and absurdities, are being
strongly challenged and the cost-driven obsession questioned in the face of health, social
and environmental challenges. The potential links between the pandemic and our
predatory behavior on the environment are also being highlighted.

Long-term vision and purpose

The stakeholder perspective definitely pushes businesses to reinvent themselves. Among
all the pressing issues, sustainability-driven CSR appears a necessity for the post-Covid 19
world since "CSR as usual" is most likely to be viewed as superfluous expenses that are not
contributing to the recovery or to value creation.

Although it may seem counterintuitive to some, only a long-term vision will enable
companies to overcome the crisis and adapt to a rapidly-mutating world. The difficulty lies
in the ability to cope with short-term challenges while looking ahead. Looking beyond
requires visionary leadership and a sense of purpose, i.e. the ability to balance profit and
the raison d'étre of the company, i.e. its contribution to people and the planet.

This inevitably pushes companies to rethink their business models, with priority issues
such as governance and organizational models (how to shift from shareholder-based to
stakeholder-based governance?), supply chains (how to transform global and dispersed
supply chains into local and sustainable ones?), product/service portfolios (how to be

% https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52011DC0681

60 See for instance Scherer & Palazzo, 2007. Political CSR is structured around neo-institutional and stakeholder
theories.

8 This pyramid comprises 3 levels of CSR integration, 1) short-term and "peripheral" philanthropy, 2) the
compliance stage when companies start formalizing and internalizing CSR by adopting processes, norms and
standards, based on a risk-management approach, 3) strategic CSR corresponding to the embeddedness phase
leading to a profound and disruptive value chain transformation process.

262



more sustainable thanks to the products/services offered? How to disengage from
unsustainable activities and remain profitable?).

Over the last few years, the need to put forward a sense of purpose has gained in visibility
and legitimacy, thanks to initiatives such as the B Corp label,?? already granted to almost
3,000 companies® in 60 countries. In the legal field, several countries have created new
forms of business, such as benefit corporations in several States of the U.S.,, community
interest companies in the UK, entreprises a mission (mission-driven companies) in
France,® Societa Benefit (benefit companies) in ltaly, to name a few.

In any case, one of the most intricate challenges is how to find the best compromise
between economic, social and environmental concerns. Indeed, the current pandemic
entices businesses to focus on the economic and social dimensions, given the dramatic
impact of the crisis on poverty, livelihoods and employment. Meanwhile, climate change
and other vital ecological concerns such a biodiversity loss or resource scarcity are still
critical and should not be overlooked.®®

Change has already been under way over the last few years: several large companies are
currently striving to embed key CSR issues into their strategic visions and operations.
Under pressure from consumers, citizens or regulators, they are engaged in innovative
circular inclusive approaches, and are redesigning their product portfolios and supply
chains. Our assumption is that these companies are better equipped to face the current
crisis and overcome it.

A new mindset for renewed corporate legitimacy

At the end of the day, the ability for companies to act as fully responsible and sustainable
actors largely depends on a much less visible dimension, which is the need for a shift in
mindset.

Indeed, businesses need to learn how to abandon the well-established profit-driven short-
term view and adopt a balanced “profit and purpose” perspective, which requires
empathy, transparency and acting for the common good in the long-term.

This obviously requires a radical rethink and redefinition of relations with stakeholders,
based on cooperation and care. How to engage employees by demonstrating empathy
and benevolence? How to be more transparent and committed towards consumers? How
to be capable of meeting the needs of lower-income people while focusing on quality and
sustainability? How to engage in long-term trust-based relations with suppliers? How to
collaborate with government on general interest causes? How to be able to sit with NGOs
at the same table to share common objectives?... All these questions need to be urgently
addressed.

Once again, we are fully aware of the challenges ahead, and perfectly know that the "more
than usual business" scenario is the most likely in several cases. Nevertheless, in this

62 A U.S. private label born in 2006 (based on a stringent methodology) promoting companies which manage to
balance profit and purpose, i.e. fully integrate social and environmental objectives into their business models and
products/services.

63 Among which brands such as Nature et Découvertes, Ben & Jerry's, Patagonia, Natura or Ecover.

64 See Levillain & Segrestin, 2019.

55 The temporary "positive" impact of the crisis on the environment is nothing else but a dangerous lure. At the
same time, it may help boost environmental awareness among citizens.
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momentous period, the ability of private actors to roll out responsible and sustainable
strategies could prove to be a decisive differentiation factor in the longer run.

Seen from a European standpoint, this much-needed paradigm shift will not be made
possible without the support of two main actors: government and public decision-makers
on the one hand, consumers on the other. Without clear signals sent from public actors
and without our decisions as consumers to change our consumption habits, the private
sector might be driven back to the old "the business of business is business" slogan.

Conclusion

The main aim of this paper was to stress how relevant CSR was in the current context in
helping businesses fully take on their responsibilities towards society. The second key
objective was to show that the transformation of CSR from the traditional short-term
philanthropy to a sustainability-driven strategy is absolutely necessary, as a means to
enable businesses to overcome the crisis and think long term. In addition, this shift in
mindset and paradigm will not be made possible without a complete overhaul of the way
companies interact with their stakeholders. The pandemic serves as a catalyst since
businesses, more than ever, need to think of their role in protecting and caring about their
employees and the community at large, and act accordingly.

Finally, as a business school professor, | am thinking of this new generation of fresh
graduates looking forward to entering the workplace: | know from experience that a large
majority is looking for companies offering them meaningful and purposeful missions so
that they can feel they contribute to providing sustainable solutions to our planet and its
people.
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for this reason. The facts were to show the great error of this, with disastrous consequences
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Keywords: Personal Finance, Insurance, Covid19

ESCP Impact Papers are in draft form. This paper is circulated for the purposes of comment and discussion only. Hence, it
does not preclude simultaneous or subsequent publication elsewhere. ESCP Impact Papers are not refereed. The form and
content of papers are the responsibility of individual authors. ESCP Business School do not bear any responsibility for views

expressed in the articles. Copyright for the paper is held by the individual authors.

265



Spain, the Best Health System in the World?

In February 2017, we published two articles in OpSeeker titled "El mejor sistema sanitario del
mundo... cen Espafa? (I/1)" ("The Best Health System in the World... in Spain? (I/11)"). This
message was a very popular one among certain politicians in Spain, despite of the OMS
ranking us in 23 spot in the world in that same year (Ortega, Eduardo 2017), and since we
felt that this fallacy could have negative consequences for the financial health of our readers
and users, we were obliged to write about the situation and its possible disastrous financial
implications.

OpSeeker

OpSeeker is a Spanish fintech start-up founded in 2016 by two ESCP alumni (one of them is
Gonzalo Camina Ceballos, co-author of this paper), an ESCP Finance Professor (Carlos
Casanueva Nardiz, co-author of this paper) and an engineer. On its webpage, OpSeeker
states: “A clear mission: to nudge our users to manage their money maximizing their
financial health.. What We Do: Build online tools to help financial institutions prepare and
drive individuals towards better financial habits.” Over the past 4 years, OpSeeker has
achieved some important accomplishments related with these objectives. For example, in
July 2018 OpSeeker won the Metlife Foundation Inclusion Plus Competition for the best start-
up in Spain and Portugal focusing on financial inclusion, which included a €40,000 donation
and a trip to New York to participate in the Metlife Financial Inclusion Summit.

Pre-Covid19 status quo

Insurance products play a key role in improving people s financial health in many ways. For
this reason, we wrote two articles in 2017 for OpSeeker: “Los seguros, el gran instrumento
para mejorar nuestra salud financiera (Insurance, a great instrument to improve our financial
health)” and “Los seguros vy la loteria: el Ying y el Yang de las finanzas (Insurance and the
lottery: the Ying and Yang of finance)”.

Specifically, health insurance issues have a huge impact on personal financial prosperity. For
example, long-term investment decisions must take account of our personal health
insurance plan for our old age, because it is during those years that the most money will be
needed.

Before the Covid19 crisis, we were facing an important problem. Despite the great necessity
of discussing the Spanish healthcare situation, both public and private, it was very difficult to
have this conversation because Spaniards were contaminated by the political mantra that
Spain had one of the best health systems in the world. By doing a quick search with the
keywords “Espafa mejor sistema de salud publico del mundo”, it is easy to find articles dating
from the 2010s about how Spain has the best healthcare system in the world, despite the lack
of facts to support any such claims. We decided that we had to speak out against this lie. The
way we started the article sadly proved to be premonitory:

“The Best Health System in the World... in Spain? The title of this post takes us back a few
years to when it was popular among Spanish politicians to say that Spain had the best
financial system in the world. It now seems that this statement was not exactly true. Will the
same thing happen with the health system?
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Nowadays, it is very common to hear politicians saying that Spain has one of the best health
systems in the world. However, at OpSeeker we don 't think like that. We believe the
situation is complex and the solution is bad.. The implications of this situation for our
personal finances are huge...”

Post-Covid19 experience

We did not think that something like Covid19 was going to be the issue that would make the
problems of our healthcare system salient, but it has been. It therefore seems interesting to
analyse the problems we identified in 2017 in the new light of the Post-Covid19 experience in
order to try to discover new possible solutions.

We will begin by reviewing some private health insurance industry issues and then the some
public health system challenges.

Private Health Insurance Industry issues

In the OpSeeker publication of February 2017 we highlighted the following issue:

“.. the private health insurance typology changed in Spain at the end of the 20" century.
Health insurance was no longer a tariff-level system in which, by contract, premiums could
only increase by inflation each year. It was replaced by annual renewable health insurance
contracts... the problem with this is that the price increases exponentially on approaching
old age, when the coverage is most needed and people are not able to pay for it.. losing
their coverage when is most needed.

But the worst part is that Spaniards are not aware of this problem. This tariff technification,
as it was called in the insurance industry, was not explained to customers... It is interesting
to note that in many other countries, like Germany, Netherlands or USA, health insurance is
taken out under a life coverage contract, eliminating the price increase risk as you get old.
Of course, this explains why insurance companies in these countries have set aside billions
in provisions in their balance sheets to face future liabilities.”

On Saturday March 14, the Spanish Government declared a state of emergency and the
private health system was then placed under the commmand of the public health system. If
you were an old Covid-19 patient, it might happen that you were not prioritized for access to
an intensive care unit, despite the fact you were paying for and held private insurance, due
to the overflow from the public health system.

If Spaniards were not covering their old-age health and financial risks sufficiently with private
insurance before, they are unlikely to be keener to do so now after the Covidl19 crisis. Is it really
smart to save money via a health insurance policy throughout your life in order to protect
your finances in old age if you have seen the Government seizing your rights when they
consider it necessary? It is probably less interesting than before the crisis.

Therefore, Spaniards will likely see the public health system as being the solution, even more
than before the crisis. We will therefore review some challenges in this area.

Public Health System Challenges

We published a post on this topic in OpSeeker in February 2017:

267



u

.. on this complex topic, we will simply dare ask some questions that worry us... First
question: We worry a lot about the pension plan system due to the age pyramid problem,
but is it not even worse for the health system, because it is in old age that most of the health
costs arise?.. Second question: Nowadays there are already huge budget issues that are
being managed through waiting lists... what will happen 15 or 30 years from today with the
increase in demand resulting from age pyramid pressure? Will the waiting lists be longer?...
Third question: ... it looks as if there are certain groups in Spain with more social power, who
have the ability to solve waiting list problems. These groups know how to navigate their way
through the system... Should the public health system not be equally good or bad for
everybody?.. Is it sustainable to have a system in which people try to find pragmatic
shortcuts to the normal procedures?...”

In the Post-Covidl19 area, at least one thing is true. Nobody believes the “Spanish best health
system” mantra any more. Hard facts have revealed the reality to Spaniards. Tough as this
may be, we believe it is a huge step forward, and probably the first one toward finding truthful
solutions for the country's health system and solving one of the most challenging financial
problems people are facing.

Conclusion

Due to the Covid19 crisis, the message from politicians that Spain has the best health system
in the world has disappeared as hard facts have proved it was not true. As a result, Spaniards
are now much more likely to demand a profound and serious debate about present and
future health challenges. This should have very positive personal financial implications for
everybody. Due to the Spanish population’s experience during the Covid19 crisis, it is likely
that the solutions will probably rely more than before on the public health system, with all its
challenges, and less on a private insurance industry which was already weak before the crisis
and has suffered a loss of credibility after it.
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“The world is changing so rapidly | have little time to be astonished”

Some reflections on Leadership in High-Tech for addressing the tectonic
shifts and fault lines in our Society

This impact paper proposes that the current situation generated due to Covid-19 can qualify
as a mimetic representation of the endogenous and exogenous forces governing
relationships in our Societies. Some observers suggest that “it will make [the Global Financial
Crisis] 2008-2009 like a flesh would"®® and that many businesses will be “shut forever; jobs ...
don't return. .. businesses won't open again."®” It is certainly an exogenous shock of
unwarranted dimensions. It has been affirmed that there is not “any comparison [with past
cycles ag] ... past cycles have all been financial whether the Great Recession or whether 2008-
2009 .. the question was ‘when do we get financial recovery?’ When we go back to 1973-1974,
1981, 1990, which were all financial [crises] .., but this is a challenge we have no frame of
reference for ... and the scale of it is just enormous. ... the problem is universal ... we don’'t have
any frame of reference ... we can go back to ... “®

At the same time, the outcomes are - and will be - shaped by the decisions taken by our
leaders. There is no determinism. It has been noted that it is “very dangerous to believe that
technology is deterministic. ... in the twentieth century, [leaders] used the same technologies
to build communist dictatorships and fascist regimes as well as liberal democracies. They all
used [the same technologies], but in different ways. So, the new technologies [of our 21t
century] can do good things like improve our healthcare ... and we can keep it focused on
that and prevent its abuse. It can be prevented.”® It has been suggested that “[i]t is
undoubtable, however, that the new technological revolutions will gather momentum in the
next few decades, and will confront humankind with the hardest trials we have ever
encountered.””® The decisions made by our leaders will influence our future and whether our
companies, and in turn our Society, will come out of it in a better shape is not given, but is
something “every [company; Society] has to earn every day by how it behaves .. [as]
pandemics expose all your strengths and weaknesses."”

Our leaders’ response depends on their mind-set, decision-making processes, and operating
routines and will define the way in which our companies and Society will come out of this
situation. This impact paper discusses how mind-set and decision-making processes play a
role in contributing to dissolving established structures of binary classifications; structuring
of economic and political power in companies and in Society and requiring the leaders at the

% Mohamed A. El-Erian on Yahoo! Finance on April 30, 2020: “El-Erian: We will have the worst recession since the
Great Depression”, source: https:;//www.youtube.com/watch?v=G9HvukE56yM: Minute 00:32-00:36; accessed on
May 10, 2020.

57 Lloyd Blankfein, former Goldman Sachs chairman and CEO, on May 7, 2020, on "Squawk Box" of CNBC Television:
“Former Goldman CEO Lloyd Blankfein on reopening the economy, PPP loans and more”, source:
https://www.youtube.com/watch?v=DOtJvI3fRZg: Minute 03:02-04:18; accessed on May 10, 2020.

58 Sam Zell, chairman and founder of Equity Group Investments Inc on Bloomberg interviewed by Erik Schatzker
on May 5, 2020: “Billionaire Sam Zell on Market Valuations, Real Estate, Post-Virus Economy”, source:
https:;//www.youtube.com/watch?v=tR9qd65EBNCc: Minute 02:56-04:12; accessed on May 10, 2020.

% Yuval Noah Harari on May 5, 2020 on BBC HARDtalk: “Coronavirus: Yuval Noah Harari, philosopher and historian,
on the legacy of Covid-19 - BBC HARDtalk”, source: https://www.youtube.com/watch?v=gfVrin7Ybp8: Minute 16:09-
17:00; accessed on May 20, 2020.

70 Yuval Noah Harari (2018). 21 Lessons for the 215t Century. Jonathan Cape: London: page 17.

" Thomas Friedman on India Today on April 28, 2020: “ndia Today eConclave: Thomas Friedman On Battle Against
COVID-19, Post-corona World", source: https://www.youtube.com/watch?v=IxQdO_HI6pA: Minute 04:24-04:37,
accessed on May 10, 2020.
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helm of High-Tech to get involved in civic matters and contributing to solving societal
difficulties.

Leadership Mindset in response to Covid-19

Endogenous and exogenous forces govern the reactions to Covid-19. In academic discourse,
the term “mindset” has multiple conceptualizations, with scholars debating whether there
are multiple mindsets, how they operate, and how they differ fromn goals and attitudes
(Freitas et al,, 2004; Murphy and Dweck, 2016; Rucker and Galinsky, 2016). Mindset can be
characterized as a complex belief/knowledge structure that, when activated and accessible,
has consequences for preferences, goals, choices, and behaviors (Freitas et al.,, 2004).

Exogenous shocks require firms to exhibit the ability to absorb new knowledge (Cohen and
Levinthal, 1990; Todorova and Durisin, 2007; Zahara and George, 2002). Piaget, for example,
suggested that the development of systems of meaning is just as important as logical
thinking in shaping behavior (Piaget, 1928/1969). Cognitive science discusses how
development of new cognitive structures follows two alternative processes: assimilation and
transformation (Marshall, 1995). When the new knowledge fits existing cognitive schemas
well, it is assimilated. When the new knowledge cannot be assimilated, the cognitive
structures must be altered and “firms transform their knowledge structures when
knowledge cannot be assimilated” (Todorova and Durisin, 2007: 778).

The situation created by Covid-19 is set to require leaders and their organizations to transform
their knowledge structures. For example, fitness trackers could be used to fight against
Coronavirus; the collection of data on heart rate and respiratory rate, their activity, and
sleeping patterns might enable to detect changes taking place days before outbreak.”
Companies that have been set up to exploit personal data in order to maximize shareholder
value are now collaborating with Public Health Care institutions. Already before Covid-19,
digital tools have changed how people engage with healthcare and organization, as the
Nuffield Council on Bioethics pointed to ethical dilemmas that need to be addressed.”
Executives who exhibit a mindset based purely on rent appropriation and lead their
organizations by assessing the value of an individual in its customer base, based on the future
cash flow streams she/he can generate, will encounter criticism and provoke public backlash
even given the presence of benefits of tracking.

The leaders of High-Tech companies are starting to face challenges and public backlash. For
example, the Federal Trade Commission sued Facebook back in 2012 over eight privacy
violations, stating that Facebook made deceptive claims about users’ ability to control their
personal data. In a recent settlement in April 2020, the judge, Timothy J. Kelly of the U.S.
District Court for the District of Columbia noted the “unscrupulous way in which the United
States alleges Facebook violated both the law and the administrative order is stunning” given
Facebook “willingness to deceive its users outright, such as allegedly telling the public that it
would not share their personal information with third parties when it was continuing to do
so.” He stated that “Facebook purportedly acted improperly”. He noted that the complaints
about Facebook “call into question the adequacy of laws governing how technology
companies that collect and monetize Americans’' personal information must treat that
information. But those concerns are largely for Congress; they are not relevant here,” Judge

72 Zolfagharifard, Ellie (2020). Testing equipment is in short supply. Could our fitness trackers help to fill the gap?
The Daily Telegraph. April 11. https://www.telegraph.co.uk/technology/2020/04/11/fitness-tracker-could-help-reveal-
have-coronavirus/

73 Nuffiel Council on Bioethics (2010). Medical profiling and online medicine: The ethics of ‘personalised healthcare’
in a consumer age. Nuffield Press, Abingdon, Oxfordshire, U.K.
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Kelly wrote, adding that if it happened again, courts “may not apply quite the same deference
to the terms of a proposed resolution."””* Even the Editorial Board of the Financial Times
stated that "[t]he algorithms that control content ... should be open to scrutiny.””

The economic power of data is unquestioned and gains significance in the situation triggered
by Covid-19. At the same time, it is the case that Covid-19 might contribute to the
consolidation and control of data in automation, robotics, artificial intelligence, media,
advertising, retail and even autonomous tech in the hands of few (Chinese and U.S.-based)
firms. Societies will find it difficult to accept that individuals contribute to advancing social
benefits and the social good by sharing their private data in order for those companies to use
this data - shared for advancing social benefits - to maximize their private rent seeking. The
leaders of companies cannot confine their role in Society to maximizing shareholder value.
Leadership is required to understand the relevance of civic contributions in order to obtain
and maintain societal acceptance of their conduct. It is rather this kind of mindset which
addresses the situation provoked by the Coronavirus, more than the property of technologies
and their usefulness, which will define company success.

Decision-making processes in the face of Covid-19

Covid-19 puts the established decision-making process in many firms in disarray. Strategic
decision processes create a context for innovation helping firms remain competitive in their
businesses (Hart, 1992). The value of a processual approach has been shown for research on
organizational ambidexterity, paradoxes, and innovation (e.g., Burgelman and Grove, 2007).

The situation triggered by Covid-19 contributes to uncovering unquestioned routines and
tacit concepts which guide human practice in firms. By becoming explicit it makes them
accessible for questioning. At the same time, the contingency of the existing and plurality of
the alternative interpretations becomes obvious (e.g., Feyerabend 1987, Rorty 1989). There's
research studying whether the factors proposed by prior theorizing are implemented by
managers in their daily practices in their attempt to do so (Durisin and Todorova, 2012); it
suggests that firms are at the risk of becoming exposed to a second-order competence trap.
This involves the application of managerial tools like, for example, “cycle of bandura,” or the
“pyramid of resistance” that might have been appropriate for a specific managerial task in
another context but which are not appropriate for the nature of the specific managerial task
in such very different circumstances.

Companies’ information flows, decision authorities, and decision-making process have been
set up for different contexts. For example, Emmanuel Faber, chief executive of Danone SA,
noted in April 2020: “All our systems used to be lean and mean and super-optimised for
efficiency. Suddenly all that gets blown up [due to Covid-19] .." Not surprisingly, he told his
executive committee: “Forget the three-year plan. It doesn't exist anymore. Just get through
the next 10 days, then the next month, and so on.” Further, he changed the company’s
information flows, decision authorities, and decision-making process. Ten days into France's
lockdown, Mr Faber set out by car from his Paris apartment; over the next 14 hours and

74 Nanos, Elura (2020). Federal Judge Stunned by Facebook’s ‘Unscrupulous’ Violation of the Law, Warns of Much
Deeper Problems. Law & Crime. April, 24; https://lawandcrime.com/lawsuit/federal-judge-stunned-by-facebooks-
unscrupulous-violation-of-the-law-warns-of-much-deeper-problems/

Swisher, Kara (2020). The Immunity of the Tech Giants: When the pandemic is over, we most certainly should fear
the industry more than ever. The New York Times. May 1. https:;//www.nytimes.com/2020/05/01/opinion/tech-
companies-coronavirus.html

7> The Editorial Board (2020). Facebook’s content proposals are too weak. Stringent regulation needed to ensure
removal of harmful content. Financial Times, February 19. https://www.ft.com/content/7812f150-525e-11ea-90ad-
25e377c0eelf
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roughly 600km, he checked on how employees and operations were holding up.”® At Danone
as for other companies, for all the reactivity of the last few weeks with its hundreds of
changes, there is no end in sight.

If leadership reacts by dedicating more time and effort to the same decision-making
processes they run the risk of being very efficient but helplessly ineffective. In the context of
Covid-19, the contradictions between argumentation and explanation provided, are often
uncovered; this crisis brings to the surface the implicit and tacit or even unconscious
dimensions of practice. The Covid-19 situation can present an opportunity for systematic
interpretation of these contradictions.

While many companies are doing so, it must be clear that this has to be actively pursued.
Awkwardly, it is not sure that High-Tech leaders are widely doing so. For example, recent
events at Facebook give a picture of opinions being ignored if they are not in line with the
leader in charge — and not only, but also, since the events provoked by Covid-19. Long-time
independent director Erskine Bowles, White House Chief of Staff during the Clinton
administration and former president of the University of North Carolina system, left the board
in April 2020. After his departure, Mr. Bowles privately criticized Facebook leadership for
failing to take his advice on politics, according to a person who had direct knowledge of what
he said. Mr. Bowles declined to comment. In October 2019, it was announced that Susan
Desmond-Hellmann, Facebook’s lead independent director of several years standing, was
leaving the board. She conveyed to some people that she left Facebook in part because she
didn't think the board was operating properly, and that Facebook's management did not
consider the board’s feedback, as was stated by an insider. Reached for comment April 2020
after the announcement of her joining the board of Pfizer Inc., she said Facebook's press
release was accurate. Recently Chris Cox, chief product officer, a long-time friend of Mark
Zuckerberg” and viewed as a potential successor to him, unexpectedly stepped down after
13 years. Mr. Cox worried that recent modifications would impede detection of criminal
activity such as terrorism and child trafficking, according to people who had been briefed on
the matter. It has been reported that in the wake of the Federal Trade Commission
settlement Mark Zuckerberg and Marc Andreessen, one of the longest-serving directors,
were "at each other's throats." Mr. Andreessen expressed his frustration to some about
whether Facebook would be able and willing to comply with the terms and considered
leaving the board. A spokeswoman for Andreessen Horowitz declined to comment. In mid-
March 2020, days after the coronavirus was declared a pandemic by the World Health
Organization, Facebook announced that Kenneth Chenault, the former American Express
Co. CEO, would be leaving the board. He and Jeffrey D. Zients, a former economic adviser to
President Obama, had spearheaded a group of independent directors who started holding
separate meetings several months before, worried that their perspectives were being
dismissed as Facebook faced regulatory difficulties, other people familiar with the matter
stated. Mr. Chenault joined since the Berkshire Hathaway board replacing Bill Gates. As was
noted in an article in the Wall Street Journal, Mark Zuckerberg is “navigating this moment
without key advisers who might be able to help him spot potential pitfalls"® It is not to be
neglected that the new people joining the organization may well be new voices enabling to
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foresee such potential pitfalls; this will of course only occur if those people are not friend, or
indeed friends of friends, or persons who were previously on the payroll of Mark Zuckerberg.
If such is the case, these new voices joining will only reinforce the current practices rather
than enable the firm to expose unquestioned routines and tacit concepts which guide
managerial decision making and practice.

The situation generated by Covid-19 is dissolving established structures. This creates a
vacuum to structuring economic and political power; in firms, it may contribute to making
unquestioned routines accessible for questioning. If not followed up, the abilities that drove
firms to being successful will instead become core rigidities (Leonard-Baron, 1992). Leaders
at the helm of High-Tech are encouraged to undertake a structured evaluation of self-evident
boundaries and routinized activities, establish new links and relationships, and get involved
in Nnew approaches to contributing to societal discourse.

Firms not engaging in such activity are at risk of becoming exposed to a second-order
competence trap. It is the strategic decision-making processes the leaders establish more
than the depth of technological advancements - within and across domains - that will be a
factor of company success.

Concluding comments

Thirty years ago and shortly after the Berlin Wall came down, Vaclav Havel addressed the U.S.
Congress in early 1990. This happened less than four months into his new role of President of
Czechoslovakia, before even Czechoslovakia held its first free elections in 44 years. He stated:
“The human face of the world is changing so rapidly that ... in the flood of work, we have
literally no time even to be astonished.””®

Many leaders will feel the same in face of the massive number of activities needed to be taken
up and performed as a response to Covid-19. Many will feel overwhelmed. We can build, as
we hope this article does, an argument why in this new situation leaders in High-Tech wiill
have to become more involved in civic issues and why with Covid-19 hitting their companies,
leaders should aim at getting involved in new approaches to contributing to societal
discourse, too.

The responsibility to carry this out is up to the leaders and it is their actions that will define
whether in the end they are only out for themselves or not. Their actions will count. It is not
Covid-19, but their reactions that will demonstrate whether humanistic leadership practices
have been set in motion and whether there will be change for the better in the sphere of us
as human beings.
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Robots in daily life: A post COVID-19 perspective

With the rise of the robotics and artificial intelligence (Al) industries, there is growing concern
about their dangers. Currently, there is ample debate about whether the increased usage of
robots and Al can lead to an economic crisis due to job losses (Coelli & Borland, 2019;
Gonzalez-Jimenez, 2017). A recent article argued that robots will have an impact on society
and in particular on the educational, retail and hospitality, and healthcare sectors (Gonzalez-
Jimenez, 2018). However, robots equipped with Al (herein robots) can also improve our lives
and even help us in times of need. The current Covid-19 crisis exemplifies a practical
application of how robots can become our allies in fighting the virus. Further, these
applications may serve as a catalyst in terms of how these robots are perceived and used in
the aforementioned sectors. To illustrate the potential development of robots in various
sectors once the pandemic has been controlled, the remainder of the article is structured as
follows.

First, this paper provides an overview of how robots are already influencing the educational,
retail and hospitality, and healthcare sectors. In particular, the discussion on the healthcare
sector will be enriched with current insights from the Covid-19 pandemic. Second, the paper
offers a perspective on how robots may further impact these sectors in post Covid-19 times.
The paper uses the four intelligences framework advanced by Huang and Rust (2018) to build
these arguments. This framework is grounded on robots' and Al’s capabilities of
accomplishing tasks that require different types of intelligence. Lastly, the paper will offer a
conclusion statement with some key implications for policy makers, firms and educational
institutions.

The “NOW”

The Educational Sector

The new Global Education Monitoring Report estimates annual education spending by
households, governments and donors globally at US$4.7 trillion (UNESCO; 2019). Education is
an integral part of society and robots are already starting to play a role in this sector. Although
still in its infancy, there are already examples of robots being used as educational assistants
or even as teachers in classrooms (Bicchi & Tamburrini, 2015; Li, Kizilcec, Bailenson, & Ju, 2016).
These robots are able to interact with students, monitor their learning state, and teach them
specific skills (Chang, Lee, Chao, Wang, & Chen, 2010). Interestingly, studies are offering
support for this trend, showing positive effects of robot usage on children's math and
language capabilities (Brown, Kerwin, & Howard, 2013).

The Retail and Hospitality Sectors

Robots are being integrated into the retail and hospitality sectors. Large global retailers such
as Amazon and Alibaba are using robots in their distribution centers (Grewal, Roggeveen, &
Nordfalt, 2017, Wen, He & Zhu, 2018). However, there are also applications in retail spaces and
hotels where customers interact directly with service robots. Robots in these settings
perform tasks such as providing information, advertising products, or greeting visitors
(Kumar, Anand, & Song, 2017). For example, robots in the “Henn na Hotel” in Japan take the
roles of concierge, receptionist and waiter (Park, 2020). At this point, hotels cannot fully
function with robots alone and human support is still needed for some tasks. Nevertheless,

278



according to the hotel manager, using these robots is lowering costs, which makes the hotel
more affordable while also offering customers a unique service experience (theguardian,
2015). Moreover, there may also be a novelty effect that allows robot hotels to catch the
attention of the press and potential customers.

The Healthcare Sector

Many industrialized nations, including in Europe, are experiencing an aging society. Aging
societies generally also entail increases in health care needs, specifically elderly care. Various
sources suggest that countries are facing labor shortages in the healthcare sector (Kdhler &
Goldmann, 2010; Liu, Goryakin, Maeda, Bruckner, & Scheffler, 2016). For example, the WHO
(2016) states that there are an estimated 7.3 million nurses and midwives in the European
Region, but also highlights that this number is insufficient to meet current and projected
future needs. This need has served as a catalyst for companies to develop robots that can
support activities in the health- and elderly care sector. For instance, the Care-O-bot, is able
to speak, learn and remind patients of their daily routine (e.g. when to take their medicine).
Such robots serve as a support system for health professionals as they free up their time for
other patient centered activities. Furthermore, research is already offering evidence of the
positive effects of these robots on patients as they are reducing patients’ loneliness, as well
as helping in dementia care and stroke rehabilitation (e.g., Robinson, MacDonald, Kerse, &
Broadbent, 2013). Interestingly, there are also timely examples showing the use of robots
during the coronavirus pandemic.

As outlined in a recent article (Gonzalez-Jimenez, 2020), robots are serving as alliesto humans
in the fight against the coronavirus. Various sources offer accounts of how robots are being
used in Wuhan, China and Thailand to deliver medicine to patients or measure their vitals
(BBC, 2020; Channelnewsasia, 2020). These measures can reduce fatigue in healthcare staff
while providing timely patient support. Moreover, they reduce contact between humans,
thus reducing the likelihood of additional infections. Further innovations in Chinese hospitals
entail the use of robots equipped with UV lights to disinfect rooms (Ackerman, 2020).
Coronavirus-related solutions also go beyond the hospital settings as many citizens are
guarantined in their homes. In order to serve these citizens, the Chinese government has
employed logistics robots (autonomous vehicles) to deliver food and medical supplies (Arthur
& Shuhui, 2020). These recent applications set the stage for what may be ahead after the
corona pandemic.

The “FUTURE”

The Four intelligences and the future

Service can be provided by humans and/or machines and depending on the nature of service
(i.e. task), different intelligences are required. Huang and Rust (2018) describe these four
intelligences as follows:

Mechanical intelligence is the ability to perform routine, repeated tasks automatically.
Mechanical Al has a relative advantage over humans as this Al can be extremely consistent
(e.g. no human fatigue and offering consistent results). Analytical intelligence is the ability to
process information to solve problems and to also learn from this experience. This includes
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Al that is able to process and synthesize large amounts of data and learn from them (e.g. the
use of Big Data). Intuitive intelligence is the ability to think creatively and adjust effectively to
novel situations and challenges. Tasks that are complex, creative, experiential or holistic and
context dependent require intuitive intelligence. The complex nature of the tasks renders
them reliant on intuition for successful service provision (e.g. complex and personalized
service arrangements). Empathetic intelligence is the ability to recognize and understand
other peoples’ emotions, respond in an appropriate manner, while also influencing others’
emotions. Empathetic tasks require high social and emotional knowledge and presence to
satisfy the requirements of a job.

It should be noted that some of these Al applications can also be virtual (e.g. using a
computer with a screen) and do not require a robot “body”. However, the discussion in this
section is rather focused on robots equipped with Al (i.e. embodied Al), as some tasks require
a physical presence. Looking toward the future, a key question is how the above-mentioned
sectors can benefit from the integration of robots in their activities.

Currently, robots are already fairly proficient at performing mechanical and analytical tasks.
Covering these tasks will free up time for human staff to dedicate themselves to tasks that
require intuitive and empathetic intelligence. This task-based distinction is important,
because although progress is being made, robots are still not in a position to cover tasks
associated with intuitive and empathetic intelligence at the level of humans. Consequently,
for optimal performance, stakeholders should seek collaboration between humans and
machines in order to leverage the advantages of both entities. In doing so, stakeholders are
able to generate synergies, which can lead to optimization of resources that will also benefit
the service recipient (e.g. customer, patient, student).

In the educational sector, robots can already process analytical information and respond and
offer quantitative feedback to students (e.g. test scores, failure rate). Nevertheless, these
abilities may not be sufficient to offer a complete learning experience for various reasons.
First, student behavior, especially in children, is not always predictable and linear. Second,
students also display different abilities and personalities that may require the teacher to offer
emotional support. Third, problem solving is not exclusive to analytical thinking and creativity
is also valued. Hence, for robots to become more independent teachers, it will be essential
that these educational robots improve their intuitive and empathetic intelligence. As
outlined by Huang and Rust (2018), strides are being made in particular in the realm of
intuitive intelligence. However, there is still arguably a significant gap in terms of robots
reaching human-level empathetic intelligence, thus suggesting that humans will need to
lead educational tasks requiring a strong emotional component in the near-to-mid-term
future.

As outlined above, in retail and hospitality, robots are able to draw historical data from
shoppers or visitors to make specific recoommendations. These functions rely mainly on
analytical intelligence. Looking toward the future, robots will be in a position to offer more
customized and creative service provisions by tapping into intuitive intelligence. For instance,
robots will be able to use their visual and auditory sensors to evaluate shoppers’ physical
attributes and mood to make recommendations (Bertacchini,Bilotta, & Pantano, 2017).
Furthermore, research suggests that humans seek empathetic and friendly service
interactions when dealing with robots (Barnett, Foos, Gruber, Keeling, Keeling, & Nasr, 2014;
Bertacchini et al.,, 2017). Therefore, it is likely that we will see an increase in robot usage in
retail and hospitality settings as the development of empathetic intelligence progresses.
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The healthcare sector is already experiencing applications of robots and Al, especially during
the current coronavirus pandemic. Once again, current applications are largely drawing on
mechanical (e.g. transport of medicine) and analytical intelligence (providing treatment
feedback and patient reminders). However, especially in moments of severe stress and
anxiety such as a health crisis, it is essential to protect the mental well-being of victims
(Harbers, de Greeff, Kruijff-Korbayova, Neerincx, & Hindriks, 2017). In such situations, humans
may still be superior to robots as critical situations can require a large degree of improvisation
and emotional affinity. Thus, collaborations between humans and robots in patient care are
likely the most fruitful avenue for the future. This will allow an optimization of resources that
accounts for human and robots strengths and weaknesses. It should be noted that similar to
the other sectors, as robots improve in their intuitive and empathetic capabilities,
responsibilities in patient care may shift progressively fromm humans to robots.

Conclusions

Overall, current applications of robots during the coronavirus pandemic may serve as a
foundation to potentially improve social acceptance and the integration of robots in the
marketplace. Irrespective of the current pandemic, based on projections by the Boston
Consulting Group (2017), there will be an increase in robot usage beyond health-related
applications, touching many areas of daily life. In this respect is important that policy makers,
firms and educational institutions introduce mechanism to deal with these upcoming
changes. As outlined in prior work (Gonzalez-Jimenez, 2018), it is recommmended to create
governing bodies that establish international regulations and guidelines to manage the
integration of robots and Al in various sectors. These governing bodies should take an
interdisciplinary approach and include experts from various areas, such as computer
scientists, engineers, psychologists, sociologists, law professionals, philosophers, policy and
ethics experts and management scholars. Such variety is crucial to design regulations that
capture the complexity and impact of these technologies in a variety of domains (e.g.
psychological well-being, employment). Firms would also benefit including professionals
that can liaise directly with these governing bodies. The benefits would be twofold. First, to
ensure that robot and Al related applications in their business adhere to the established and
ever-evolving standards. Second, to collaborate with the governing bodies by providing
direct market feedback. Like governing bodies, firms should also integrate expert advisors
from a variety of domains as part of their advisory board. At a local level, educational
programs should be offered at public centers and schools. These programs could provide
citizens with knowledge about (a) how to deal with these new technologies and (b) illustrate
also the benefits robots and Al may entail for their lives. Finally, society needs to be prepared
for the integration of robots and Al. The corona virus pandemic is showing us that, if applied
correctly, robots can be our allies in many areas of daily life, thus shaping an optimistic
outlook toward what is to come.
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Covid-19: The collective visibility of couriers or the beginnings of a new
social contract

Paris, Milan and Madrid, the images are all the same, showing empty and quiet streets; a
silence broken at times by the noise of platform couriers' bicycles and mopeds. Deliveroo,
Uber Eats, Glovo, Stuart, Foodora, to name a few, continue their activities during the
lockdown. Usually forgotten and disregarded, these couriers have suddenly become much
more visible and risen to the level of indispensable workers. Given this physical and social
visibility, this contribution focuses on the effects of the health crisis on the way couriers are
organizing. In General, hyper-individualized in their relationship with the platform, this crisis
could, in our opinion, shape the beginnings of a collective identity for couriers, key to the
development of a new “social contract” for this largely ignored population.

This paper is part of a doctoral project on solidarity practices and common identity building
processes among platform workers (Kriem, 2020). In terms of methodology, several data
sources have been used: (i) couriers' stories and statements to better understand their
experiences and expectations; (ii) platforms' external commmunication materials to learn
about their strategies in managing the crisis; (iii) press articles to assess the changes in the
context; (iv) unions’' press releases and publications to evaluate their role in the couriers'
organization process; (v) couriers' interactions on social networks to explore emerging
solidarity practices; and (vi) video excerpts and pictures of collective events happening during
this crisis, which are available online, to study the forms of collective action taken by couriers.
The data scope covers the last two months (from March to early May), to collect information
shared throughout the lockdown period. The data gathered also covers several countries in
order to ensure a comprehensive overview: France, Spain, Italy and Canada, which offer some
interesting examples of organization among couriers.

The coronavirus health crisis and the increase in social visibility of

couriers

The maintained activity of food delivery platforms

While the functioning of many Societies is reduced to the essential components of their
survival, namely care, protection and feeding, food delivery platforms have kept on working,
in line with government guidelines. By promoting health practices, diversifying the scope of
their activities and offering free delivery services, these platforms are trying to minimize the
risks of restaurants closing and to seize the opportunities arising from the population being
confined at home. By building partnerships with supermarkets and running their own
grocery stores, they stand as an alternative to store line-ups and saturated drive-thru services.
Examples of Glovo Market in Barcelona and Milan, L'Epicerie de Deliveroo in Paris and the
partnership between Uber Eats and Carrefour confirm the aim of multiple sources of income
in times of crisis.

Keeping this delivery business going and attracting clients relies on the implementation of
health and safety measures and the promise of contactless delivery. By creating meal
recovery areas in restaurants, respecting social distancing and placing orders at the client's
door, the platforms want to reassure them that there is no physical contact between couriers,
restaurant staff and clients.
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A spotlight on the courier’s job

By putting a number of sectors out of business and keeping food delivery platforms running,
the current health crisis has turned the spotlight on the couriers' job and raised their physical,
media and institutional visibility. Always highly recognizable thanks to their work equipment,
they ride through empty streets to meet clients' demands. With colorful jackets, bags with
corporate logos, bicycles and mopeds as transportation means, the physical markers of this
job are many and enable the public to identify these workers and the couriers to recognize
each other. Invading the public space, they also invite themselves into homes in times of
confinement. In front of their screens, the confined people discover the interviews conducted
with couriers on their daily life in times of crisis. Reports, television news and press articles
give the floor to these workers and show the current interest of the audiovisual and digital
media for this category of workers. At the institutional level, the involvement of unions and
members of parliament regarding the issues faced by couriers in this health context
underlines a greater political visibility and a growing place in political speeches and
programs, albeit still limited.

The social utility of couriers and the first signs of symbolic recognition

These unusual circumstances highlight the specificities of this job and bring out the first
elements of social visibility. After dealing with forms of invisibility, defined as a set of
processes leading to a feeling of non-recognition and social disregard (Beaud, Confavreux,
Lindgaard, 2008; Clifford, 1963), the current crisis highlights the social utility of couriers and
their role in the survival of food businesses that have been forced to close their doors. This
enhanced status and first form of symbolic recognition can be seen, for instance, in the giving
of more attractive tips, as a sign of gratitude and of clients' awareness of the risks taken.

By no longer blending in with the crowd and by contributing to the sustainability of local
businesses, couriers gain physical and social visibility in the current context. These passive
forms of visibility are in fact combined with an active and collective visibility. By conducting
joint actions, couriers are now more visible as a collective.

Emerging signs of a collective identity

Physical and space markers related to the coronavirus crisis

By playing a part in making the physical and spatial isolation of couriers and their
competition stronger, the present health context may seem at first glance untimely for the
development of solidarity practices and collective actions. The recent health provisions seem
more likely to underscore the hyper-individualized nature of the courier's relationship with
the platform. If anything, the traditional barriers to the organization of couriers are intensified:
territorial spread, irregular working schedules, competition between couriers and challenges
to the right of association. Beyond these obstacles, which are parts of the platforms'
operating scheme and which have been widely documented, the consequences of the
coronavirus crisis and the methods to manage it clearly hinder the couriers' possibilities to
meet and mobilize. Gatherings are prohibited, social distancing is mandatory, infected
couriers are placed in quarantine while others have decided to temporarily stop their activity.

A retrospective look is therefore crucial to better understand the effects of these changes on
the couriers' organization. The mobilization and solidarity moments that took place before
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the start of the health crisis showed the importance of having access to physical or virtual
spaces, free from the surveillance and control of the platforms, thanks to the digitization of
the managerial position (Tassinari & Macarrone, 2020; Gandini, 2019). The street, as a
workspace for couriers, has been a tool for socialization and organization. As a place of
exchange between workers during waiting times, on central squares, in parks or outside
restaurants, the street has been the place of day-to-day acts of mutual sharing and support
(jokes, advices on bicycle maintenance, organization of sport events, etc) (Cant, 2019).
Building on this embryonic solidarity, the street became the space of emergence of the first
forms of active solidarity (Atzeni, 2010), through distribution of tracts, pasting of posters and
protest marches.

The street, to use the slogan of French guilds, is the "factory" of platform workers. At a time
when access to the street, the hotbed of couriers' labor unrest, is limited and controlled
(mandatory certificate for leaving home, police checkpoints, limited public transport traffic,
etc.), it is legitimate to question their ability to go beyond the individualized nature of the job.
In fact, the coronavirus crisis is participating in the emergence of new physical and spatial
markers. In this context, the territorial visibility of couriers is materialized through gatherings
in front of restaurants, despite security measures, demonstrations respecting the rule of
social distancing and the establishment of meeting points to distribute individual protective
equipment (masks, disposable gloves, etc.) collected by groups of couriers.

Space management is thus at the heart of the response to this crisis. This context brings to
light the material and geographic needs of couriers, mainly providing them with water points
to wash their hands, creating storage areas for uncontaminated work tools and
implementing distribution units of protection equipment in strategic areas, accessible to all
of them.

Social markers linked to the coronavirus crisis

In the framework of this crisis, the collective identity-building process of couriers is grounded
in various social interactions, both within the group and in its relationship with the rest of the
society. Despite the obstacles, several forms of collective action have emerged in Europe and
the rest of the world, with the aim of: (i) providing couriers with individual protection tools, (ii)
raising funds and advocating for access to public aids, and (iii) calling for an improvement of
working conditions.

Given the couriers' level of exposure to the risk of contamination, collectives have organized
themselves to gather and distribute safety equipment. In Valencia, the Riders x Derechos
group has distributed masks and disposable gloves in the streets, given by the city hall and
the local police.

Calls for solidarity and advocacy actions towards governments were meant to reduce the
financial burden of the health crisis, by appealing to people's generosity and calling for the
generalization of governmental financial aid to all couriers. In Canada, these organizational
efforts were illustrated by the distribution of meal baskets for couriers and the launch of the
“Foodsters United Hardship Fund", an online fundraising.

Finally, holding protest marches in Spain and Canada has given the couriers a more theatrical
visibility. In April, the spontaneous protest tour of several dozen couriers in the streets of
Madrid, on bicycles or mopeds, to protest against the fare cut by the Glovo platform, took on
a scenic dimension. The noise of engines and horns, the uniformity of the couriers' clothing
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and the omnipresence of the platforms' color codes are evidence of the staging of the
courier's job. In Toronto, the symbolic date of May 1t was an opportunity for Foodora's couriers
to contest the platform's decision to leave the country and stop its activities there on May 11.
Dozens of couriers protested on the way to the company's headquarters. Holding up signs
and repeating slogans, their professional identity was emphasized by the visibility of their
work equipment during the demonstration.

Community-based markers related to the coronavirus crisis

Studying the emerging signs of a collective identity implies analyzing the means by which a
sense of community and a common vision can be built. Social networks, the main
communication tools for couriers today, allow us to learn about the nature of interactions
between them. They help assess the sense of belonging to the group, its influence, the
fulfilment of their needs and their shared emotions, all of which are characteristic of a sense
of community (McMillan & Chavis, 1986). For example, the exchanges observed on Facebook
groups focused on:

* Raising awareness of health risks and sharing good practices: refusing to enter buildings
during deliveries, ways to get protection equipment, etc.

* Sharing technical knowledge: terms and conditions of access to financial aid, etc.

e Experience sharing regarding the job during the crisis: frequency and content of orders,
amount of tips, clients' behavior, etc.

e Expression of emotional support: sharing jokes, using a fellowship glossary, etc.

The beginnings of a new "social contract", based on a co-responsibility

principle

This increase in the visibility of couriers represents an opportunity to draw the boundaries of
a new social contract for independent workers. Understood as a set of unwritten norms and
laws governing the professional relationship, this pact could combine co-responsibility and
value co-creation.

The courier, a key player for value creation in the platform model

The ongoing health situation has thus fostered the emergence of new forms of solidarity and
organization among platform workers. While the future evolution of this segment remains
uncertain and drawing conclusions from this crisis is hasty, the emphasis on the courier's job,
inthe unusual conditions we are experiencing today, has revealed the key contribution of the
courier to the value creation of the platform ecosystem (Coeurderoy et al,, 2019). Thus, this
multi-sided model (Cusumano, Gawer & Yoffie, 2019), which brings together several groups
of users (restaurants, clients and couriers), requires all the components of the chain to be
taken into account in the platform value creation process.

Structuring a principle of co-responsibility

The coronavirus crisis has been an opportunity to reflect on the accountability of all
stakeholders. The requests made to the platforms have included, for instance, the
implementation of control mechanisms to ensure compliance with security measures and
the creation of multilingual training to respond to the diverse socio-cultural profiles of
couriers. The key role of clients in the ethical use of platforms has also been pointed out.
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Orders of convenience (sweets, alcoholic beverages, etc.) rather than necessity have been
strongly criticized, for example. Similarly, clients have been encouraged by courier groups to
adopt safety measures (picking up the order at the entrance of the building, washing their
hands before and after receipt, etc.), to give tips and support the collective efforts of couriers.
Thirdly, the responsibility of restaurants has also been referred to, recalling the usual lack of
hygiene awareness and precautions in the fast food industry. Couriers' stories in the context
of health crises reflect the poor compliance with safety measures by restaurant staff when
rushing to prepare orders. Finally, the responsibility of couriers has also been discussed in
regard to renting professional accounts to undocumented migrants, in exchange of
payment and exploiting their precarious situation.

The creation of the first mechanisms of collective visibility

The establishment of a new social contract could therefore draw on the efforts made before
the coronavirus crisis. At the end of 2019, the Deliveroo platform had indeed announced the
future creation of the first Courier Forum in France. The purpose of this consultative body is
to bring together the management of Deliveroo and the representatives elected by the
couriers once a quarter to discuss strategic issues. The conclusions of the meetings would be
shared with all workers. The conditions considered for the candidates' eligibility are based on
a minimum number of weeks of seniority and a minimum number of orders placed over the
past few months.

Conclusion

Through the angle of the health crisis, the job of courier has gained collective visibility. More
than a sum of individuals, couriers, through their solidarity practices and new forms of
organization, are gradually emerging as a community. If at this stage, this embryonic process
does not make it possible to reject the hypothesis of a return to the previous world in the
coming weeks or months, it may also herald new modes of cooperation and shed light on
the emergence of a new social contract, based on co-responsibility and co-creation of value.
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COVID-19 mobility tracking and contact tracing applications:
acceleration of a political technological utopia?

COVID-19 apps: building a new surveillance system

Diagnosis: the current multiplication of digital systems of disease detection

With the success of several Asian countries in containing the virus, systems of digital disease
detection appear as the perfect solution to face the sanitary crisis. The idea is to build
smartphone-based tracing apps based on participatory surveillance. Every part of the world
has its own system or is racing to build one. Official governmental tracing applications
already exist in countries like Saudi Arabia, Bahrain, China, Colombia, the Czech Republic,
Chana, India, Israel, Malaysia, North Macedonia, Norway, Singapore. The United Kingdom,
Ireland and France are currently designing an official application. Australia and New Zealand
are considering using Singapore’s protocols, and Austria and Switzerland adopting an open-
source solution. Other surveillance systems already exist such as the one developed by the
startup BlueDot in Canada, an outbreak risk software which spotted Coronavirus at an early
stage. Google and Apple are currently designing a “decentralized” solution with a contact
tracing application available for every smartphone. A new term has even been coined for
these solutions, “COVID-19 apps”. “COVID-19 apps are mobile software applications designed
to aid contact tracing in response to the COVID-19 pandemic, i.e. the process of identifying
persons ("contacts") who may have been in contact with an infected individual." (Wikipedia,
n.d.).

The principle of participatory surveillance in contrast to that of traditional healthcare
surveillance is that individuals are directly part of the system. They generate relevant
information for surveillance like symptoms, mobility and contact tracking. Users self-report
their symptoms, then data is sent in real time to the cloud, and algorithms track patterns so
astoform groups of individuals with identical symptoms. Thanks to this information, decision
makers are aware of risk areas. As some Silicon Valley's experts phrase it, participatory
surveillance is, above all, a way “to empower individuals about how to remain safe and
healthy in their community”. During the online summit on COVID-19 organized by the
Singularity University - a Silicon Valley think tank, incubator and education program founded
in 2009 by the futurist Ray Kurzweil, Google's director of artificial intelligence, and Peter
Diamandis, chairman of the X Prize foundation - experts from the Singularity University from
around the entire world joined to discuss the challenges, solutions, and future impacts of this
worldwide sanitary crisis (Singularity University, 2020). Some of them, like Onicio Leal Neto,
showed the importance of participatory surveillance, especially in projects carried out during
the 2014 FIFA World Cup and the 2016 Olympics. Other experts like Marianna Dahan
condemned China which took extreme measures “to contain the spread with an
infringement of personal liberties”". They are calling for policies similar to the ones taken in
such Asian countries as South Korea and Taiwan. These countries are presented as examples
because they collected “essential information” to fight against the pandemic, with total
transparency, ensuring the freedom of their citizens. This data collection is, in their eyes,
essential to avoid a repeat of the EBOLA crisis, where in countries which did not implement
such measures, like the Republic of Congo, it took three years to contain the epidemic.
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New technologies of surveillance — A panopticon without tower

“Don't let a good crisis go to waste”. With COVID-19, governmentality can extend its grip on
society. Today, technologies of surveillance are extended to the control, the surveillance and
the regulation of the entire population. “Before the crisis, these technologies already existed
but only for specific cases such as the surveillance of terrorists, or for patients suffering from
HIV in countries like Taiwan or China. Today, these technologies are extended to the whole
population” (Preciado, 2020). What is more, with participatory applications, the public
becomes self-involved in the surveillance structure. Comparing this sanitary situation with
the plagued city of the 17th century, we can see that the two situations are extremely similar:

This enclosed, segmented space, observed at every point, in which the individuals
are inserted in a fixed place, in which the slightest movements are supervised, in
which all events are recorded, in which an uninterrupted work of writing links the
centre and periphery, in which power is exercised without division, according to
a continuous hierarchical figure, in which each individual is constantly located,
examined and distributed among the living beings, the sick and the dead —all this
constitutes a compact model of the disciplinary mechanism. (Foucault, 1977)

For Foucault, in the plagued city, the power of the state is visible, the surveillance explicit. He
opposes this model of surveillance to the panopticons. Bentham's panopticon is an
architectural figure used originally for prisons: at the center stands a tower of surveillance
and at “the periphery, an annular building” for the prisoners. The idea is that the prisoners
do not know whether there is anyone in the tower. They discipline themselves continuously
because of this suspicion of been observed. According to Foucault, “the Panopticon is a
machine for dissociating the see/being seen dyad: in the peripheral ring, one is totally seen,
without ever seeing; in the central tower, one sees everything without ever being seen.” With
the panopticon, the power is distributed as it is uncertain whether there is someone in the
surveillance tower. In that case, individuals modify their attitude because of the possibility of
being watched.

Today, like in the plagued city, governments are enforcing laws to control individuals such as
making people stay home, closing shops and public areas, or enforcing social distancing.
However, with participatory applications the public becomes self-involved in the surveillance
structure. The current “plagued city” adopted a panopticon-type decentralized system of
surveillance. There is therefore a mix between the panoptic and the plagued-city surveillance.
What is more, we stay home, but our home is no longer a closed space. It is a worldwide open
space, electrified and digitalized (Preciado, 2020). It is because this place is connected that
each citizen can take part in the generalized surveillance. With COVID-19 apps, the difference
with the Panopticon described by Foucault is that we do not need the tower anymore. We
are modifying our behaviors without the tower, just by providing data. This suppression of
the tower seems to be in the essence of the panopticon schema. “Without disappearing as
such or losing any of its properties, [it] was destined to spread throughout the social body;
its vocation was to become a generalized function” (Foucault, 1977). It is therefore key to
understand how the panopticon schema became a generalized function in our societies. It
requires understanding the sociological and cultural roots of these new forms of surveillance.
The expansion of a techno-utopianism perspective during the past thirty years sheds some
light on how governments and experts came to envision these measures as the best solution
and how citizens became involved in global surveillance.
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Exploring the societal and political roots of a new surveillance system

From quantified self and techno-utopianism to COVID-19 apps

The measures of surveillance based on mobility tracking and contact tracing implemented
during the COVID-19 are in line with movements like the quantified self. The quantified self is
a belief that thanks to advances in science and technology, we can improve each individual,
and also society. It is a form of technological utopianism that emerged in the 1990s in the Bay
Area in the context of the American counterculture and the advent of the information age.
The Californian ideology (Barbrook & Cameron, 1996) “combines the freewheeling spirit of the
hippies and the entrepreneurial zeal of the yuppies. This amalgamation of opposites has
been achieved through a profound faith in the emancipatory potential of the new
information technologies.” (p. 45). The link between these two a priori antithetical
movements is the digital utopia, the profound belief that advances in science and technology
will lead to a form of utopian society. This unique mindset also appears in contemporary
movements such as transhumanism, whose aim is to improve the human race with the help
of technologies, “to eliminate ageing and to greatly enhance human intellectual, physical,
and psychological capacities” (Bostrom, 2003). The quantified self is the global cultural
phenomenon of self-tracking in order to improve physical, mental, emotional performance.
By using self-tracking tools, this community of users aims to gain “self-knowledge through
numbers”. The term was coined in 2007 by the two Wired editors Gary Wolf and Kevin Kelly.
During the Singularity University summit, experts like Sabine Seymour explained how
individuals are now able to “use data to monitor [their] lifestyle (from food to exercise) to
boost [their] body’s resilience against diseases”. The boundary between the quantified self as
a way to improve our health, and the mobility tracking and contact tracing measures as a
means to tackle the virus is extremely blurred.

In a Foucauldian perspective, this movement of quantified self represents a form of modern
panopticon, exactly the same as the COVID-19 apps. They follow the same panoptic form: we
are providing information and modifying our behaviors so to speak “without the tower”, just
by providing the data. With modernity, in order to ensure discipline, we are not using
technologies of violence and death anymore (no more public punishment). On the contrary,
we are using biopolitical technologies, technologies able to manage and maximize the life of
the whole population (Preciado, 2020). The quantified self is an example of this new model of
peaceful surveillance continued with COVID-19 tracking measures. Marianna Dahan, an
expert from Singularity University's online summit, explains that South Korea, contrary to
China, is a good example of implementation of surveillance practices, as they handled it
“without jeopardizing human rights”. Indeed, “they have used digital identity to inform
mobile phone owners, to establish a climate of transparency and accountability, and not
something of coercion”. As such, to her eyes, they represent a political model we need to
follow and implement.

A technological or a political issue?

In between ideology and utopia (Amsallem, 2017a), these optimistic views of the future see
science and technology as a way to solve humanity’'s biggest problems, such as the COVID
pandemic. Technological advances in information technology but also more recently in
nanotechnology, biotechnology, computer science, artificial intelligence are converging,
producing an acceleration of technological advances (Amsallem, 2017b). These technologies
are growing so fast that, according to Ray Kurzweil, Google's director of artificial intelligence
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and co-founder of the Singularity University, Singularity —the time when machines will be
smarter than men- could happen by 2045. What is put forward as powerful advances in
technologies is in fact highly political. It is a political project based on the use of technologies
to solve societal problems (Alexandre, 2011; Turner, Vannini, Le Crosnier, & Cardon, 2012). Some
authors highlight the expansion of what they consider a Silicon Valley political ideology
(Alexandre, 2011). This ideology generates debates especially in Europe. Reports from the
European Commission in 2004 and the European Parliament in 2009 emphasise the need to
consider the societal and ethical issues linked to projects such as gene editing and robotics
(Amsallem, 2017b). However, the boundary between science fiction and reality, between
reparation and augmentation, between humans and machines is becoming more and more
blurred (Alexandre, 2011; Bostrom, 2003). We are already enhancing ourselves in order to
counter diseases or determine our biological future. In her 2009 TED talk, “My 12 pairs of legs”,
Aimee Mullins shares her experience of this blurred frontier when talking to a friend of hers
at a fancy party: ““But you're so tall!” And | said, “I know. Isn't it fun?” (...) And she looked at
me, and she said, “But Aimee, that’s not fair”. And the incredible thing was she really meant
it. It’s not fair that you can change your height, as you want it. And that’s when | knew - that’s
when | knew that the conversation with society has changed profoundly in this last decade.
It is no longer a conversation about overcoming deficiency. It's a conversation about
augmentation” (Mullins, 2009). As Aimee exemplifies it, she is no longer perceived as a
disabled person but as an enhanced person likely to “design their bodies from a place of
empowerment”. With the crisis, the boundary between reparation and augmentation is
becoming even more porous.

Accelerating techno-utopianism with COVID-19: for what future

society?

In a situation of sanitary emergency and global emotional distress, the current pandemic
represents an opportunity for techno-utopians to prepare society for more extreme solutions.
The idea is not as much to adopt radical measures today — as many experts are calling today
to respect privacy in the collection of data in Europe and United States — but to promote the
techno-utopian political project in the long term.

The pandemic can be envisioned as a global political campaign in favor of a techno-utopian
society. A number of experts are indeed emphasizing the need to prepare for future
emergencies. For instance, Jamie Metzl, a Singularity University expert, claims that bigger
challenges than the Coronavirus are coming our way such as “climate change, oceans,
thinking about the future of artificial intelligence (Al), autonomous Killers Al, can’t be
sufficiently addressed because we haven't laid the foundations for that kind of processes”.
According to him, we therefore need to develop technologies likely to build this “new
normal”. For Bradley Twyham, “the reality is that for all of its hype Al has not been leveraged
where it counts the most during this pandemic”. Artificial Intelligence for instance can be
used, in his opinion, for augmenting policy and decision making, for making predictions
based on artificial intelligence solutions like BlueDot, for assisting doctors or even for finding
potential treatments much more quickly. For Sabine Seymour, the aim is to “democratize
healthcare data to use biometrics data captured around different devices and then use that
data for disease predictions”. What these experts are presenting are not just technological
advances but their vision of a future society: a political program. To their eyes, the current
threat reveals the essential role of technology when facing future pandemics and challenges.
As a consequence, in their opinion, the crisis represents an opportunity for change in the
“right direction”. For Dr. Tiffany Vora, the question is “how do we harness the energy from this
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crisis to make this world a better place.” And Christina Gerakiteys answers: “We take the best
of the technology that we are experiencing, and the best of humanity, and that is what we
are going to come up with the moonshots, that help us progress, get out of this situation”.
These Singularity University experts, able to “predict the future” and to provide tools to “solve
the crisis”, can be perceived as a glimmer of hope in a worldwide disastrous situation. Amid
the generalized mood of powerlessness, they make people feel anything is possible.

The massive adoption of COVID apps is a sign of the political penetration of techno-
utopianism. We are now immersed in a logic of crisis prevision through technologies. It is
time to consider these measures for what they are: a political project. It is only by considering
the political consequences of this project for our societies that we will fully comprehend the
societal, ethical, business consequences of this situation. If we follow the reasoning of solving
every issue with moonshot innovations, the day will come when we will think it is not fair to
die.
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To what extent should the preservation of life remain the primary
objective of economic policies?

The health crisis that we are going through reveals the tension that exists between both
logics: one of economic interests and the other of human life. The link between these two
notions is all the more difficult to define, as there is no common measure between them.
Philosophical thinking on the “right measure” is of no help to us. Thinkers, except perhaps
Plato or Weber, rarely discussed this notion.

Few situations in the past allowed us to observe, on a day to day basis, the immediate
consequences of economic decisions on human lives. There are two ways to react facing this
pandemic: pay with or pay for lives. The choice for Western societies can be summarised in
a question of risk aversion. How many deaths are they willing to accept? This question is
usually encountered in times of war (“body count”). Governments take into account the fact
that their measures may become less popular if the number of dead soldiers increases.

Saving lives by stopping the economy “whatever it takes”: this was the reaction of the French
government when it had to deal with the invasion of the coronavirus epidemic on national
territory. What should we think about this option? The key issue in the debate is to what
extent human life can be valued in monetary terms in order to make choices that will be
efficient and measurable enough. The argument: “health is priceless” is discredited. The
controversy involves not only economic motives but also values and beliefs in the political,
ethical or even religious fields. Consequently, can we both preserve the national economy
and the lives of citizens and to what extent should the preservation of human life remain the
primary objective of economic policies?

Does human life have a price?

The first reaction is to consider this question as being unsettling. On the one hand, one could
then answer that it is unthinkable to price life because the exercise is tough or even
impossible to do so and, on the other hand, because of its immorality. This would presuppose
that a human being is a commodity. However, practices such as the slave trade, which lasted
for almost 300 years, were able to price it.

Furthermore, according to most ethical and religious belief systems, each and every life is
sacred. Its value would therefore be infinite. So, should a government devote all its human,
material and financial resources to reducing risks and preventing death knowing that an
individual is sometimes more valuable by rather being dead than alive®? Human life would
thus not have a sole price but many (price of a saved life - which we are discussing with the
health crisis -, price of an accidental death, price of collective life...).

To know price of a life is very interesting, particularly within the political and economic
framework. Pricing human life trade-offs are made every day, everywhere. It is possible to
establish the price of life at the microeconomic level (ransom) as at the macroeconomic level:
Authorities® make appropriate decisions by comparing costs and benefits based on an

80 According to a document from the Court of Los Angeles County related to Michael Jackson estate, the singer's
assets had generated gross profit over $ 1.7 billion as of December 31, 2018, 10 years after his death!

8 Fourteen centuries ago, the Anglo-Saxon sovereign Ethelbert was the first monarch to monetize life. The principle
of the “wergild” (“price of man”) was included in the codes of laws enacted during his reign. This payment was
intended to put an end to the bloody settling of scores arising fromm homicides. The amounts to be paid varied
according to the victim's status: it was more expensive to Kill a prince than a mere peasant.
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estimated value: the “statistical value of human life®?". While giving excessive power to
bureaucrats, this assessment makes explicit what was implicit.

The value of human life refers, to a certain extent, to the price that individuals are willing to
pay to obtain a reduction in the probability of their death. In practice, it became more and
more common to evaluate it, for instance at the level of insurance compensation, especially
for road accidents or medical accidents.

Towards a minimum price?

However, is price of a life the same for every human being? Despite the ideals of justice, the
answer is “no” because that price is variable. It depends on many criteria, which are difficult
to measure. Biological life (human lifespan) cannot solely define a ‘life price’. It is also
necessary to take into account all the conditions, particularly material conditions, in which he
/ she spends his / her life (money spent during a lifetime, price of his / her body, value of
display of affection received from others, age of the person, time remaining before death
etc.).

However, this “life price” would not be an international standard but that of an individual in a
specific geo-economic context (country, historical period, social class..). Let us take the
example of the amounts allocated to the relatives of those who died during the attacks on
the World Trade Center. The families of the poor, single or elderly victims received only a
fraction of the sums received by young, wealthy victims with young children. Even in the 21
century, the authorities offered a “wergild” to these families to avoid a long legal battle.

It might thus be wise to consider a process that would set a base price for human life, a non-
negotiable minimum threshold, an international standard that would be binding on all. This
determination would make it possible to hold a State or a company responsible if it did not
invest sufficiently in health protection and health for its citizens, employees and consumers.
It would also make it possible to respond to the challenges of today's world: universal access
to healthcare, reduction of inequalities impacting on globalisation, care for the elderly, etc.

State governance

In times of peace, governments regularly have to make difficult trade-offs in education,
infrastructure, social affairs, etc. Budget constraints always guide their choices. Every
expenditure therefore has an opportunity cost. For governments, the only way to deprive
themselves of economic analysis would be to have an unlimited budget. This is not the case
in every country. Citizens / users / taxpayers do not seem to be ready to pay more taxes, so
choices must be made in the most enlightened, human-centered and ethical way possible.
This is why, even if they are controversial and imperfect, economic evaluations of the ‘life
price’ have a noble goal: avoiding the irrationality of political decisions.

In terms of state governance, the daily decisions reflect the price implicitly attached to life. In
terms of road safety, answering a smartphone while driving, not fastening one's seatbelt,
being insured or not .. are all decisions that reflect an implicit price of safety and
consequently, an appreciation for life. For example, how much does a government have to
pay to prevent hundreds of tragedies on the roads? From road checking points to safety
campaigns, it could empty the government coffers! The same is true in the health sector,

82 Ratio between the amount of money that Society is ready to pay to protect its citizens from a risk and the
probability of the risk occurrence (cf. road safety, environment, health...).
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where the consumption of toxic substances or certain types of food significantly increases
the likelihood of ilinesses or even death.

The fact remains that the “statistical value of human life" is not a substitute for public
decision-making. The policy maker may consider, at any time, as legitimate to depart from
the conclusions to which such calculations lead. The usefulness of this benchmark enables a
price on the additional cost of the decision, putting it in perspective with other possible uses
of public funds. Such a calculation can therefore clarify and strengthen the public debate.

On the other hand, for some, the lockdown strategy weighs so heavily on economic activity
that it is not worthwhile. In the United States, some conservative politicians have stated that
it may be better to sacrifice the lives of some (senior) people than to sacrifice the economy.
However, the choice of lockdown is the result of urgent public health policy decisions, not of
economic trade-offs and calculations. We went into confinement to prevent hospital
emergency departments from saturation, as our health systems were not ready to face such
circumstances. The current health crisis thus sheds a light on the future. If we price human
life, we must then respond appropriately and prepare our health and welfare systems for
future events of this kind. Ultimately, while the State is both responsible for the health and
safety of its citizens and for the economic interests of the nation, the decisions taken -
whether to strengthen lockdown or to stimulate the economy - reveal a price for human life.
It is confronted with a difficult choice because the economic costs of lockdown measures
have repercussions on the future. Can it choose between saving lives today and darkening
the lives of future generations? Traditionally, political leaders tend to favour the present time.
To what extent? Do they have a strong desire to protect citizens from the most vital risk to
humankind: the risk of death?

In a world of limited resources, whoever the policy maker, all the risks facing man cannot be
completely eliminated. Inevitably there is therefore a level of risk beyond which leaders will
no longer invest additional resources to reinforce security. This threshold and the trade-offs
that are associated with it in terms of the level of risks and the means to be used to reduce
them, must be the subject of intense political, psychological, economic, ethical and even
religious debate.

According to a study from the Ecole des Hautes Etudes en Santé Publique, the lockdown has
saved the lives of 60,000 French people. France has thus been prevented from a profound
tragedy. Along with many other countries, it has chosen health at the expense of the
economy... The strategies of Sweden and the Netherlands relied on individual civic-
mindedness rather than on coercion. Regimes that are more authoritarian sacrificed
individual liberties to collective salvation and political stability. European nations seem to
have adopted an intermediate position that varies according to extant knowledge and the
context. History will tell us which countries will have taken decisions which are most in line
with the aspirations and interests of their peoples.
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Keywords: Crisis, Globalisation 4.0, Paradigm, Leadership, Skills

ESCP Impact Papers are in draft form. This paper is circulated for the purposes of comment and discussion only. Hence, it
does not preclude simultaneous or subsequent publication elsewhere. ESCP Impact Papers are not refereed. The form and
content of papers are the responsibility of individual authors. ESCP Business School do not bear any responsibility for views

expressed in the articles. Copyright for the paper is held by the individual authors.

300



Educating the Leaders of the Post-Covid Future

Over the two centuries of its existence, ESCP Business School has traversed countless crises
and four major industrial revolutions. Through it all, ESCP has always succeeded in adapting
its teaching to prepare future leaders for the challenges they will face. The current crisis
shows that the nature and priority of our operations is in the process of changing. Managing
extraordinary situations is becoming a regular, familiar experience. Meanwhile, managing
day-to-day operations is becoming an exceptional activity (Laulusa, 2009). We are entering a
new normal, and a new paradigm of society seems to be emerging. | propose to begin by
describing the contours of this paradigm, before looking at the implications it carries for the
education dispensed to the leaders of the future.

A new paradigm of society
What will the new world look like? And what should we expect from it?

A world in a state of perpetual transformation

Our world is being reshaped by two major transformations. Firstly, a constant succession of
crises of various natures,?® often overlapping and interacting. Since the foundation of ESCP
Business School, in 1819, the world has been rocked by political crises such as the Springtime
of the Peoples in 1848, and economic crises such as the Great Deflation of 1873 and the Great
Depression of 1929. As for military crises, the last century saw two world wars followed by
great migratory upheaval. More recently, we have been living through times of ecological
and identity crisis. And now, the world is mired in an unprecedented public health crisis
courtesy of Covid-19!%¢ The current pandemic looks set to disrupt the lives of 2.6 billion
workers, according to the International Labour Organisation.8®

The received wisdom is that such crises arrive unexpectedly. And yet, they are often the
logical consequence of specific actions and non-actions.

Furthermore, the process we now know as globalisation 4.0 has been accelerated by the
fourth industrial revolution, driven by digital technologies, artificial intelligence and cyber-
physical systems. The global village is becoming ever-more interconnected, physical flows
are melding with virtual flows. Big data is becoming more and more accessible and more
rapidly shared, virtually instantly in many cases. Meanwhile, industries are appropriating
these new technologies to serve their own interests. This phenomenon is reflected in the
proliferation of neologisms such as Fintech (finance + technology), Edtech (education +
technology), Proptech (property + technology), Biotech (biology + technology) and Foodtech.
The breakthroughs and opportunities on offer continue to astonish. Consider the example of
Impossible Foods, a Californian “unicorn” founded in 2011 and dedicated to creating plant-
based meat and cheese alternatives in order to drive down carbon emissions: by March 2020,
the company had attracted upwards of $1.2 billion in investment.

All the while, the economy is becomingly increasingly “Uberized.” The term “gig economy”
has become common parlance, characterised by independent workers paid on a job-by-job
basis and working for several companies at once. Corporate social responsibility (CSR) has

85 Public health, security, economic, social, migration, identity, societal, ecological etc
84 Affecting 205 countries as of 18 April 2020, according to the European Centre for Disease Prevention and Control
8 Press release dated 7 April 2020
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become a major concern in this rapidly-transforming world. Inclusiveness and diversity are
an asset for creativity and a catalyst to progress. Rocio Lorenzo et al. (2017) studied 171
European companies and found that diversity is conducive to innovation.

Towards a new model of society

Against this backdrop of dramatic change, a consensus appears to be emerging in favour of
a new model of society for homo economicus which is a departure from capitalism in its
current form. This feeling is embodied in the title of an article which appeared in the Financial
Times on 18 September 2019: “Capitalism: time for a reset.”

In the modern age, economic growth has been associated with several phases of capitalism
and multiple models of value creation. Industrial capitalism first of all, with the accumulation
of profits and a strong emphasis on the value of productive assets. Another model is
proprietary capitalism, centred upon annuities and not far removed from financial capitalism,
where wealth creation depends upon the robustness of the financial model and its allocation
of future cash flows. Other variants have included human (managerial) capitalism, where
relational skills and management capacities are highly-valued, and entrepreneurial
capitalism powered by Schumpeter's “creative destruction.” We might also add our
contemporary state of technological, digital or data-driven capitalism, wherein value creation
is dictated by intangible dimensions, digital platforms and user numbers.

But what does the capitalism of the future, or the future of capitalism, look like? Where is our
model for sustainable, inclusive growth? It is very difficult to offer a simple answer, given the
multiplicity of stakeholders involved.

On the one hand, we know what we want and what we do not want for our society. Without
claiming to be either objective or exhaustive, it seems fair to say that we are all in favour of a
society which is developed, peaceful, respectful, driven by values of solidarity and existing in
harmony with nature, with a healthy population living better and for longer. As simple as that!
We do not want to endure crisis after crisis, and yet they appear to be inevitable. Turbulence
and disruption are becoming the new normal in contemporary society. This has led some
countries to redefine their understanding of globalisation in terms of their dependence or
independence in relation to other countries in the processes of manufacturing and supplying
priority and essential goods. The first priority of businesses is no longer to protect their
competitive advantage, but to diversify their risks and secure their sovereignty.

On the other hand, this new model of capitalism requires an inclusive, sustainable model
involving a multiplicity of responsible partners. It is nonetheless somewhat similar to the
theory of stakeholder capitalism as developed by Edward Freeman et al. (2007).2° According
to this theory, value creation should no longer focus primarily on shareholders and owners,
but instead be expanded to embrace all stakeholders: managers, employees, investors,
clients, suppliers, the government and all other commmunities who have a relationship with,
or a stake in, the company’s activities. As the authors put it, “stakeholder capitalism is based
on freedom, rights, and the creation by consent of positive obligations” (2007, p.31).
Stakeholder capitalism proposes six founding principles: cooperation, commitment,
responsibility, human complexity, continuous creation and emergent competition (Freeman
et al, 2007). But this model notably fails to address the fundamental question of

8 In reality, the term ‘stakeholder’ is a concept borrowed from strategic management, as discussed in Freeman's
1984 work Strategic Management: A Stakeholder Approach (reprinted Cambridge, 2010)
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environmental impact. One way of remedying this would be to propose the collective
creation of values in the plural: human, economic, social and ecological. The human and
organisational dimensions of stakeholders must thus be supplemented with an essential
environmental dimension: nature. As the saying goes, “no nature, no future.” Values' creation
is thus a matter of optimising three interweaving priorities: business performance, personal
well-being and environmental sustainability, all in the interests of collective prosperity.

What consequences will this have for the way we educate future leaders?

In this context, how can we best prepare tomorrow’s leaders for the challenges they will face?
| propose to begin with a survey of educational philosophy before discussing the skills which
will be of crucial importance in the future.

Philosophy of education

All business schools have a responsibility to prepare the managers and leaders of the future,
teaching them how to navigate the pitfalls of a VUCA world.#” They share a philosophy of
education underpinned by three composite principles.

In order to comprehend the modern world, and the world of tomorrow, business schools
need to focus on multi-disciplinary understanding and wide-ranging expertise: knowledge.
That means sharing and discussing the most pertinent principles and theories, helping
learners to construct their own systems of thought and analytical frameworks, informed by
a comprehensive, cross-cutting and interconnected appreciation of subjects, while also
enabling them to adapt in an unpredictable environment and move between different
cultures with ease.

The second principle is the acquisition of dual skills, hybrid expertise in a multicultural
environment: what we call know-how. For example, ESCP Business School has a long-
standing policy of establishing complementary academic partnerships informed by the
school's ABCDE strategy (Art, Business, Cultures, Diplomacy and Engineering), including
partnerships with some of the leading institutions in France and worldwide. This programme
gives students the opportunity to learn and practice other skills, acquainting themselves with
different ways of thinking.

The third principle concerns the behaviour and attitude expected of future leaders: social
skills which in many respects represent a combination of the first two principles: knowledge
and know-how. Business schools must ensure that their students develop their leadership
capacities and their understanding of the meaning of work, of social contribution, of the
values which drive them and which underpin their societal obligations, preparing them to
make a positive impact and create a society which is fairer, more sustainable and more
innovative.

The imperative skills of the future

These three core principles inform our efforts to teach the skills which will be essential in the
near future. While we may not be able to predict exactly what tomorrow’s jobs will look like,
we know that they will be heavily influenced by emerging technologies such as Al, Machine
Learning, loT, robotics, virtual and augmented reality (Mueller et al., 2019). Johnson and

87 Volatile, Uncertain, Complex and Ambiguous
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Suskewicz (2020) propose an alternative approach, which they call future-back thinking,
designed to identify the essential skills of future leadership. At time of writing, we are also
working on an iterative loop in which these key skills could transform our future.

In light of which, it appears more important than ever to focus on developing three essential
imperatives of organisational management.

The first imperative corresponds to technical and managerial disciplines, hard skills which
the whole organisation needs in order to develop and create value for clients and, henceforth,
stakeholders. These skills have traditionally been attached to the managerial functions of
organisations, covering strategy, marketing, sales, production, innovation, human resources,
communication, accounting, management control, finance, logistics and technologies linked
to information systems. More recently, the organisational structure of companies has
evolved; their structure is no longer defined by hierarchical units, nor is it matrix-based,
focusing instead on the importance of platforms. In this new configuration, the fundamental
technical skills required of managers will probably remain broadly the same.

What is likely to change, however, is that managers will be expected to be multi-specialists,
with advanced skills in multiple domains. This will require the acquisition and deployment of
interdisciplinary or transdisciplinary technical expertise which encompasses future impacts
such as the ecological transition and the rise of cyber-physical systems. For example,
applicants for finance-focused positions will be expected to be well-versed in green finance,
embedded systems, ethics and conformity, all in a multi-cultural environment where remote
working is the norm. The skills demanded of a role will no longer be expressed vertically, but
transversally too. The leaders of the future will also be expected to constantly adapt,
equipping themselves with agile technical skills in order to find creative solutions to complex
problems. Creativity and technical and managerial innovation will be highly-prized. During
public health crises such as the present one, the priority for operations’ managers is to
engineer flexibility into production processes with the help of a back-up operational strategy
(also known as “hedging operations”), in order to respond to uncertainty by finding
alternative supply sources, for example, and identifying new, short delivery circuits. In the
future, cyber-physical systems (CPS) will make it possible to pilot autonomous, agile and
adaptable production systems which are responsive to external conditions. This will involve
considerable input from technical and technological intelligence, closely associated with the
acquisition of ABCDE capacities (Al, Big Data, CPS, Design, Ecology).

The second imperative corresponds to the fundamental relational capacities which leaders
need to develop. That means focusing on the interpersonal, cultural, emotional and social
intelligence of effective leaders. This is a matter of developing multiple aptitudes. Examples
might include the capacity to show resilience in the face of adversity, or to handle different
cultural and interpersonal situations arising at work, negotiation, communication with
stakeholders, networking, and of course the ability to motivate and galvanise a multicultural
team. In order to master these aptitudes, managers must have a good grasp of associated
concepts such as power, respect and trust in different cultural contexts. Moreover, the
current crisis has made it more important than ever to learn how to form interpersonal bonds
remotely. Social bonding is all the more necessary since the role of future leaders will be to
create, federate and steer communities of leaders within their organisations. The ability to
create such connections remotely will become a highly sought-after skill. Above and beyond
human relationships, the future will see us increasingly cooperating and interacting with
robots, a new form of relational aptitude. When facial recognition technology is capable of
using artificial intelligence in order to identify the emotions expressed by individuals,
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computers’ capacity to understand and learn about human interaction in a multicultural
environment will also be improved.

The third imperative is decision-making capacities. Making decisions is one of the
fundamental requirements of leadership. How do we make decisions of strategic importance
—such as whether or not to buy a tech firm — without making mistakes? In these moments
we use rational, intuitive intelligence.

Kahneman et al. (2019) have demonstrated that structured, rational assessment leads to
better decision-making. These authors propose a method called Mediating Assessment
Protocol (MAP), based on a precise scoring system for assessment criteria defined in advance
and which correspond perfectly to the major questions surrounding the decision. Decisions
can thus be made on the basis of holistic evaluations. In practice, decisions often appear to
be the fruit of systemic, analytical and intuitive approaches. Andrew Likierman (2020, p.104)
makes a similar point, arguing that judgment is “the ability to combine personal qualities
with relevant knowledge and experience to form opinions and make decisions.” In his view,
good judgement is founded upon six fundamental components: learning, confidence,
experience, detachment, options and deliverables (Likierman, 2020).

What emerges here is the importance of all-round attitude, critical judgement and a sense
of perspective. It therefore seems essential and necessary to work on boosting discernment,
i.e. the capacity to distinguish and evaluate in a lucid, informed manner. In a world where big
data and crises collide, with fake news running rampant, the ability to determine the veracity
of data and information is of primary importance. For example, the edition of the New York
Times dated 18 April 2020 reports on conspiracy theories suggesting that Bill Gates had
advance notice of the upcoming pandemic, using that information to invest in and promote
vaccination solutions involving microchips. This egregious rumour was shared by 1.2 million
people on social media, and was even picked up by several television networks! In the
meantime, however, the rapid pace of change requires us to take better decisions more
rapidly. | feel that expanding the use of business simulations or business games, based on
the sort of algorithms that power other multi-player online games, will be a useful way of
honing our reflexes in order to better anticipate, decide, take risks and respond rapidly in an
unpredictable and constantly-shifting context.

Conclusion

Educating our future leaders to navigate between cultures, crises and technological
revolutions is crucial to ensuring our future collective prosperity. This will require life-long
learning of new aptitudes and skills, especially as major transformations continue to reshape
our society. The real obstacle to change is not a lack of technological knowledge, but our
unwillingness to change. It's in our culture! Changing that attitude is the first step towards
to acquiring new skills. It is our model for a progressive model of thought, for a better, more
sustainable world.
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likely impact on the post-crisis period in higher education, as well as to clarify several points
of attention.
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Covid-19: A (potential) chance for the digitalization of higher education

The digital transformation of higher education has the same reputation as the higher
education sector itself: rigid and reluctant to change. It is therefore not surprising that the
MOOCs (massive open online courses, Kaplan and Haenlein 2016) which were proclaimed as
the future model of education some ten years ago have not taken off. Academics have
remained reluctant to stand in front of the camera, either because of great respect for this
unknown world or for fear of making themselves redundant. Universities often unfamiliar
with the digital sphere did not know how to adapt business models, compensation models,
or settle legal questions around intellectual property.

The Corona crisis has changed this rigidness radically, with thousands of universities forced
to go 100 percent online in just a few days. Covid-19 could be considered the biggest edtech
(educational technology) experiment in the recent history of education. This article aims at
analyzing Corona's potential influence on the post-crisis period, as well as providing some

food for thought.
Convinced opponents persuaded by the crisis

Covid-19 has forced and motivated nearly all professors, many among them hardline enemies
of online teaching, to take their first, second, and third steps in the digital world for
educational purposes. Many of them have turned from convinced opponents of online
teaching to advocates of digital teaching possibilities. Several students, especially the more
advanced ones, have also learned to appreciate online learning. One can only assume that
the demand for virtual programs or hybrid formats, i.e., classes taking place partly online and
partly face-to-face, will increase in the future. Finally, even the most virulent adversaries
among university leaders have been forced to accept the new digital era of teaching. This has
strengthened a recent argument for fewer trips, less air travel, and more online learning,
driven by ongoing debates on the importance of sustainable development.

Reforming not only the formats

Digital transformation changes teaching formats, but also course contents. Due to
digitalization and advances in artificial intelligence (Al), we do not know the future jobs which
will exist and the corresponding skills that students will need to master in the years to come
(Kaplan 2019). Therefore, future employees will have to show high adaptability to a variety of
contexts and realities. Such flexibility can be fostered among students by teaching them an
entrepreneurial mindset and topics such as innovation and creativity. Also, a more
multidisciplinary approach to education could help. Teaching students the basic concepts of
several disciplines enables them to go deeper into those subjects, which may, in the future,
be demanded on the job.

Physical space more important than ever

A false good idea would be to believe that thanks to digitalization, physical buildings could
be abandoned. University is about more than just learning content. Studying also means
creating networks, friendships, and - in some cases - finding one's significant other.
Socializing is, for the most part, easier to do in the real than in the virtual world. Also, students
become attached to their (physical) alma mater by creating valuable memories studying and
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spending time there. Such attachment is of the utmost importance since students turn into
alumni and potential donors. With (public) funding of higher education in constant decline,
the importance of funding from former students will increase in relevance in the years to
come (Pucciarelli and Kaplan 2016, 2019). Buildings need to translate this new reality. Instead
of amphitheaters and lecture halls, universities need more space dedicated to teamwork and
co-working, exchanges, and discussions between fellow students, between students and
professors, and why not alumni and the entire university community. Buildings need to
enable a stimulating student life and foster a pleasant atmosphere. Only like this will students
(and professors) want to physically come to university and get strongly and permanently
attached to their alma mater.

Inequalities to be considered

The massive shift to the online educational world has also shown deep inequalities, not only
in terms of IT equipment and bandwidth, but also with regards to students’ capacity for
online (self-) learning. This reinforces the argument that a university is not only a place of
teaching, but also a place of socialization, care, and coaching. Inequalities also exist among
teaching professionals regarding their online experience and skills. With the outbreak of
Covid-19, most universities organized intensive courses to train teaching staff on distance
courses, sometimes with mixed results. Professors discovered learning analytics made
available on Blackboard, Moodle, and Co. However, instead of using this data for pedagogical
improvement, some of them used this information to control their students better, justifying
their poor course performance. Additional and continuous training for teachers will be
necessary. These inequalities on both students’ and professors’ side will need to be
considered when designing the future.

Distance learning creating proximity

We often hear that online teaching does not create the same proximity as face-to-face
teaching. This subject is of particular importance given the importance of creating student
attachment to their university. However, the virtual sphere offers several possibilities to
create a feeling of closeness (Mucharraz and Venuti 2020). For example, many institutions
offer study exchanges with partner institutions all over the world and these are periods when
contact is often lost with students. The same applies to internship periods. The digital sphere,
combined with pedagogical innovation, could partly remedy this. In the end, it is a question
of finding the proper balance between the online and the offline world.

Pedagogical innovation is key

To truly benefit from the digital possibilities, real pedagogical innovation is needed, rather
than marginal changes (Thibierge 2020). One could imagine programs where students
spend their first year working at a company while attending online courses to learn basic
concepts and theories. This first program part could be followed by an on-campus period
with a focus on the application of concepts, discussions, and exchanges between students
and participants. The last year could again be spent in the company with specific online
tutoring sessions and alike. For multi-location institutions, the virtual components could
create an additional link between different campuses (Kaplan 2018b). One could imagine
core courses taking place simultaneously on different sites with student teams made up of
members from different physical locations remotely working together on various group
works. Online teaching will undoubtedly become of higher importance in any study program.
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In order to differentiate oneself from the competition, pedagogical innovation might tip the
scales (Kaplan 2018a).

Budget impact unknown

The online world undoubtedly creates additional revenue opportunities as the higher
education market becomes even more globalized than it currently is (Kaplan 2017).
Nevertheless, it also creates a more competitive environment with institutions an ocean away
suddenly becoming serious competitors. Besides, high-quality online courses will require
new infrastructures and considerable resources (Kaplan and Pucciarelli 2016). One may also
wonder whether students and executive education participants will be willing to pay the
same tuition fees for online programs as for face-to-face teaching. If this were not the case,
and under the assumption that these programs may cannibalize some of the programs
already in place, this new virtual era will pose severe headaches to many leaders in the higher
education sector.

Covid-19: Opportunity or threat?

To conclude, the health crisis has propelled the digital transformation of higher education.
However, it must be made clear that online courses during the crisis have not always had the
quality that a student would typically expect in times of non-crisis. During this period, only a
few students complained about the courses that were transferred to the virtual sphere in
emergency mode. Most of them were thankful for universities’ rapidity and flexibility. Also,
few professors asked questions about remuneration or even intellectual property. This
climate will doubtlessly change after the crisis, and higher education will need to find
responses to several academic, budget, legal, as well as operational questions. Education
after the crisis will likely no longer be the same as before the crisis. Universities will have to
take these questions seriously to turn Covid-19 into a real opportunity and to avoid the post-
crisis situation becoming just like things were before the crisis.
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Abstract

This impact paper focuses on the immediate and longer-term consequences of the Covid-19
pandemic for the higher education sector. We are already seeing disruption to the market
through campus closures, travel bans, and restrictions on the mobility of staff and students.
Many courses and activities have migrated on-line or have been suspended. It remains
unclear how long such restrictions will last but few assume a full return to campus before the
end of 2020 and all anticipate a long shadow effect. Focusing primarily on the impact of the
crisis on international student mobility and futures, the paper addresses the challenges for
institutions in managing and responding to changing mobility flows and dynamics. The
paper touches on emerging arguments about the future of international education in a post
Covidl19 era and argues for measured adjustment to our prevailing mobility culture and
practices. This is linked to research investigations into the benefits of mobility experiences for
the development of both personal and professional skills.
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The phenomenon

The cross-border movement of students is a defining feature of the higher education
landscape. Annual growth rates in outward student mobility have averaged 10% over the last
two decades and the number of HE students going abroad each year has reached
somewhere in the order of 5 million persons.

But what does the Covid-19 pandemic mean for international student mobility (ISM)? Will
growth rates slow or numbers even decline from their 2019 peak? With the OECD forecasting
a future total of 8 million internationally mobile students by 2025 (OECD, 2017), is it time to
correct this assumption and re-set? |If so, what will the future of international student
mobility actually look like after the crisis?

Assessing the damage of the coronavirus

The Covid-19 pandemic represents a dramatic disruption to ISM flows and one more
significant than either the global financial crisis of 2007/8 or SARS outbreak of 2003. The
global impact of Covid-19 has been swift and immediate. In the spring of 2020, Australia saw
a dramatic decline in international student numbers with its critical Chinese supply route all
but cut off. Its semester one loss of an estimated 150,000 Chinese students will now be
followed by second semester declines leading to across-the-board cost reductions and
requests for emergency funding. A swathe of international exchange programmes and
summer schools have been suspended or postponed as international students face
lockdowns, travel bans, and campus closures. Millions are unexpectedly completing or
continuing degree programmes on-line and the plans of many to study abroad from the
autumn term look under threat with restrictions forecast to persist for months to come.
Several popular study destinations including New Zealand, Australia and the United States
remain closed to international entrants and it is unlikely that a full return to on campus
education will apply in Europe and North America at the beginning of the academic year.
Here in Europe, institutions are assuming significant shortfalls in Fall 2020 entry to
programmes heavily reliant upon international registrations. Institutions are gearing for a
mix of on campus and on-line provision, the former with some form of social distancing at
least at outset. Universities UK, the body that represents British higher education, has warned
of a potential drop in income in the coming academic year of £7bn, approximately one third
of all tuition fees from international students (FT, Apr.21, 2020).

Indeed, a multitude of studies are reporting the seriousness of the coronavirus for
international student flows throughout the remainde