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Abstract: Surviving in a humanitarian disaster such as the COVID-19 pandemic is a big challenge
for micro, small, and medium-sized enterprises in all industries. Furthermore, cultural and creative
firms face additional challenges. Many of those firms have survived the effects of the pandemic by
proposing redesigned business models that have brought new added value in response to environ-
mental hostility; they have strategically responded to the crises by adapting their business model.
According to the extant literature, in VUCA (volatile, uncertain, complex and ambiguous) environ-
ments, dynamic capabilities are developed to detect and seize new opportunities and reconfigure the
company’s assets. However, in very hostile environments, such as the COVID-19 crisis, the dynamic
capabilities approach fails to explain the firm owners’ strategic decisions. A cross-case comparative
analysis of ten micro and small firms in Spain’s cultural and creative industries has been conducted to
examine how enterprises adapted to the COVID-19 crisis and the different organizational capabilities
they implemented. This work proposes a new framework that postulates that business model adapta-
tion is better understood under the emergency management theory and improvisational capability,
instead of only under the dynamic capabilities lens. Organizational proximity in the diffusion of
innovations under the open innovation paradigm is also critical to understanding the business model
adaptation. From an academic perspective, this article enriches the current understanding of business
model asdaptation by micro, small, and medium-sized enterprises in very hostile environments. The
new framework intends to offer managers concrete guidelines about systematically adapting their
business models in hostile situations.

Keywords: business model adaptation; cultural industries; improvisation capability; open innovation;
COVID-19

1. Introduction

COVID-19 has generated a complex and exogenous shock in almost all industries
and has affected most companies worldwide. The effects of the pandemic have caused
significant distortions in labor markets and rendered many prevalent business models
ineffective, at least temporarily. Although all companies have been affected, micro, small
and medium-sized enterprises (MSME) have experienced the most important effects due to
their limited capabilities to respond to the spring of unexpected competitive challenges.
In 2020, 97% of Spanish companies were classified in this category. A total of 2,910,016
businesses (73%) are from the services industry, with the majority coming from the cultural
industry [1]. Keeping cultural companies in good health and increasing their resilience
to further environmental hostilities is essential for their survival but also for society in
general. Heritage, visual and performing arts, cinema, music, publishing, and fashion
design are strongly manifested in everyday life and contribute to our world’s social and
economic development. As the European Union Commission pointed out in the Green
Paper, “Unlocking the Potential of Cultural and Creative industries” [2] at the heart of our
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social fabric, culture shapes our identities, aspirations, and relationships with others and
the world. Cultural and creative organizations are essential in our society.

To remain competitive in VUCA conditions, there is a consensus among researchers
that organizations should develop capabilities to detect new opportunities, seize them, and
reconfigure the assets available to adapt the company to exceptional circumstances. These
capabilities are named dynamic capabilities.

Dynamic capabilities, by definition, are “change-oriented capabilities that help firms
redeploy and reconfigure their resource base to meet evolving customer demands and com-
petitor strategies” [3]. Dynamic capabilities englobe different routines such as sensing the
market, seizing opportunities, leveraging and transforming or reconfiguring the business
model [4–7]. However, a very hostile environment such as the COVID-19 pandemic makes
this traditional approach obsolete in terms of strategic rethinking. When the immediate
survival of the company is at stake, and harsh measures need to be promptly enforced, the
dynamic capabilities approach alone fails to explain some of the strategic decisions made
by firm owners.

This study intends to better understand how organizations from the Spanish cultural
and creative industry have implemented business model adaptation during the COVID-19
pandemic. Following a perspective based on the resource-based view theory, this research
uses an inductive approach to understand the underlying strategic foundations that lead to
a successful adaptation of the business models of MSME in the Spanish cultural industry.
A research framework is developed by borrowing theories from IT strategic impact and
supporting operational activities to generate a new strategic impact, resource-based view,
dynamic capabilities, improvisational capabilities, and open innovation.

The following research questions describe the intended contributions:

• What are the relevant factors that explain the cultural firms’ ability to adapt to a hostile
environment while gaining competitive advantages?

• What is the role of improvisation in the success of adapting business models on
cultural MSMEs in very hostile environments?

From an academic perspective, the new framework provides new conceptual elements
that help clarify the strategic endeavors that underline the strategic challenges a firm can
face in a crisis such as COVID-19. From a managerial perspective, the outlined framework
should propose new insights for managers and decision-makers when strong competitive
challenges affect the competitive strategy of MSMEs.

2. Background

As stated, our area of interest is business model adaptation in very hostile environ-
ments. This study follows the methodological parading based upon the grounded theory
perspective [8]; therefore, theoretical preconceptions should be avoided [9]. The resultant
theory will be merged with the literature in the ‘Discussion’ section. This literature review
aims to explain the key terminology in our field and delimit the concepts we will address
during the discussion.

2.1. Business Model Research from a Strategic Point of View

The business model (BM) concept represents a relatively new construct that has
increasingly received attention over the last fifteen years [7,10,11]. Although there is no
generally agreed-upon definition, there is a strong consensus that the BM encompasses
customer-focused value creation, the delivery of a value proposition to specific market
segments, the structure of the value chain required to deliver the value proposition, the
mechanisms of value capture that the firm deploys, and how these elements are linked
together in a value architecture [10–13]. This paper adheres to this definition.

The BM construct has been proved helpful by academics researching in the fields of
e-commerce, strategy, innovation, and technology management [14].
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2.1.1. Business Model Dynamics

Business Models are not static constructs; they can be a source of innovation and
competitive advantages [7,14,15] and evolve and pivot over time.

In this vein, a research strand derived from the evolving changes in business models
has flourished under the label of “business model dynamics” (BMD) [16]. BMD has been
defined as “how companies change and develop their business models to achieve sustained
value creation through time” [17]. Different patterns of BMD have been proposed to
delineate “different levels of strategic changes in firms due to external effects” [15] including
business model innovation, business model adaptation and business model evolution.

• Business model innovation (BMI) as a process, refers to “the search and development
of new and sometimes disruptive modes of value proposition, value creation and
value capture” [11] to disrupt market conditions [15,17,18], disrupt ecosystems [19], or
enter a new international market [18].

• Business model adaptation (BMA) is the process of adapting a company’s business
model to changes in the external environment to ensure its economic sustainability.

• Business model evolution is the process of incrementally reconfiguring the business
model pieces that build the strategic challenges derived from the external effects.
Minor adjustments in the BM are made for maintenance and fine-tuning.

“Each BMD instance represents a specific strategic value appropriation” [15].

2.1.2. Business Model Adaptation

As a specific instance of BMD, BMA identifies an update of the current BM to changes
derived from the context [6,15,20]. BMA can be innovative or not, depending on the degree
of novelty of the changes implemented [15,18,21]. As a consequence of the new context,
several elements of the BM are promoted to answer those challenges, pivoting the BM
towards new models. Companies adapt their BM when someone or something such as
COVID-19 has disrupted the market.

BMA could fit any organization, but “incumbents are more motivated to adapt their
current BM than to change it radically or create a new one” [15].

2.2. Business Model Adaptation and Open Innovation

Innovation in BMs not only comes from inside the companies. “Open business mod-
els” was a term coined by Chesbrough in 2006 to refer to “the desired end state of firm
transformation” that has evolved from a “starting point” set up by a “closed” BM [22],
“where firms collaborate with the ecosystem by building up value and innovating their
business model to make use of the emerging opportunities” [23].

Saebi (2006) and Chesbrough (2006, 2014, 2017) agree on the benefits of implementing
open innovation actions in firms [22,24–26]. Furthermore, Yun (2017) developed the concept
of “developing circle of business models” [27] to improve the design of innovative BMs
and successfully implement them under the open innovation paradigm.

Finnegan and Nilsson (2011) analyzed the effects of open innovation on the BM of
govern agencies. In this case study of a set of Swedish cities, open innovation actions were
promoted to identify four emergent classes of organizational transformations [28].

2.3. Resource-Based View and Organizational Capabilities

Organizational capabilities are crucial to success when changing a business model.
The firm’s resource-based view (RBV) is a theoretical framework that assists in a deeper
analysis of organizational capabilities. This perspective focuses on the internal organization
of firms. It assumes that competitive advantages within these firms are achieved and
sustained over time, thanks to their resources [29,30]. The RBV considers that firms are
bundles of different resources heterogeneously distributed. Resource differences persist
over time [31,32]. The organizational capabilities are part of a company’s resources to create
competitive advantages [4].
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Organizational capabilities are “the ability of a firm to perform a coordinated task, use
organizational resources, and achieve a particular result” [30]. Organizational capabilities
are well documented in the literature for large enterprises [4,7]. By comparison, there is
little research to understand their applicability to small and micro-enterprises [30,33]. This
paper also aims to contribute to reducing this gap.

The most widely accepted point of view is that there are two types of organizational
capabilities: operational and dynamic [3–5,29,33,34].

2.3.1. Operational Capabilities

Operational capabilities are “a high-level routine (or collection of practices) that, to-
gether with its implementing input flows, confer upon an organization’s management a
set of decision options for producing significant outputs of a particular type” [35]. Par-
ticularly, operational capabilities enable the firm to execute its main operating activities
on a daily basis without significant changes, maintaining the current techniques, with no
changes to the scale, supporting the same products and services for the same segments
of customers [3]. Routines such as continuous improvement, strategy development and
strategy implementation are considered operational capabilities [33].

2.3.2. Dynamic Capabilities

While operational capabilities are essential to sustaining and improving business
performance, dynamic capabilities are “the firm’s ability to integrate, build, and reconfigure
internal and external competencies to address changing environments” [4].

Teece (2007) claims that “dynamic capabilities enable firms to gain competitive ad-
vantage in rapid (technological) changing markets”. They also “enable firms to adapt
to internal and external changes” [3]. In other words, organizations develop dynamic
capabilities to deal with change.

2.4. Emergency Management

Emergency management is “the managerial function of dealing with risk and risk
avoidance” [36]. It can be defined as “the study of how humans and their institutions
interact and cope with hazards, vulnerabilities, and resulting events (i.e., emergencies,
disasters, catastrophes, and complex humanitarian crises), particularly through activities
related to preparedness, response, recovery, and mitigation” [37].

2.5. The Strategic Improvisation

Improvisation is defined as “the simultaneous conception and execution of an ac-
tion” [38]. In other words, improvisation is the act of doing something spontaneously
without planning as a rapid response to a problem. Although for decades, strategic plan-
ning has been considered the best way of ensuring competitive advantage by corporate
leaders (Mintzberg, 1994), firms face substantial challenges in emergency environments
that require different strategic responses.

Organizations that operate in a turbulent environment are more likely to improvise [39,40].
In their study, Villar and Miralles explore how organizations can employ improvisation to
attain specific objectives during emergencies, such as the one caused by the Typhon Haiyan
that impacted the Philippines in 2013. They demonstrate that improvisation “can be ab-
sorbed as a conscious mechanism that can aid the attainment of pre-established goals” [39].

2.6. Environmental Hostility and Business Model Adaptation

Recently, Rezaei et al. carried out extensive work to advance the research in busi-
ness environmental hostility focusing their research on the adaptation of businesses and
organizations after terrorist attacks. The outcome of this work demonstrates that two com-
ponents can summarize the hatred of the business environment: competitive turbulence
and regulatory turbulence [41].
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Competitive turbulence is “a managerial perception of how much competition is in
the market” and is related to the level of competition in the industry [41]. Competitive
turbulence describes the increase of competition when a terrorist attack or a natural disaster
reduces the customer base. In this situation, the ‘environmental hostility theory’ states that
changes in organizations have to be expected due to market movements [41].

On the other hand, regulatory turbulence refers to “changes in government or regula-
tion policies that can promote changes at the corporate level”. Four components have been
identified for regulatory turbulence: legal factors, political factors, economic factors, and
social factors [41].

3. Methodology

This paper is based on a multiple qualitative case study design [42]. The methodologi-
cal paradigm followed is based on Glaser and Straus’s grounded theory perspective [8].
Glaser and Strauss articulated this methodology during their study—‘Awareness of Dy-
ing’ [8]. Its main aim is to develop a theory based on systematic data collection and
analysis [9]. This model advocates that social scientists work “from the bottom up”: to
derive theory from observations, not observations from theory [43].

The methodological goal has been to work with decision-makers of micro and small
organizations from the cultural and creative industry to develop rich, detailed descriptions
of their strategy and actions to adapt their BM to survive the COVID-19 crisis. Therefore,
the phenomenon of interest is learning how firms survive the pandemic by adapting their
business model to a very hostile environment. The unit of analysis is micro and small
organizations from the Spanish cultural and creative industry. The observations were used
as a starting point to develop a conceptual model [44,45].

3.1. Why a Multiple Case Study?

The ability of the case study as a research method is to answer “how” and “why”
questions within real-world contexts. Yin (1994) described this method as: “an empirical
inquiry that investigates a contemporary phenomenon within its real-life context, especially
when the boundaries between phenomenon and context are not evident”. The case study
method is used when researchers want to understand a phenomenon and its context in
depth. The data is collected from a limited number of cases (ten in this research) to “focus
on fewer subjects but more variables within each subject” [42]. A case study can follow
one of two designs: a single case study or a multiple case study [46]. Each case should be
viewed as a separate experiment in analyzing and interpreting multiple case studies.

3.2. Theoretical Sampling

The concept of theoretical sampling was first described by Glaser and Straus (1967) to
generate theory from data. The process includes data collection and subsequent coding
and analysis [8]. Ten managers from the cultural and creative industry companies were
interviewed to obtain meaningful information about the topic. Ten cases gave the study
sufficient theoretical saturation [47]. In subsequent conversations with other managers,
it was clear that “incremental learning was minimal due to observing similar phenom-
ena” [47]. Additional empirical investigations thereby ceased. Companies were chosen to
have a broader view of the industry using convenience and purposive sampling, which are
both non-probabilistic sampling techniques [48].

Researchers use them to select a sample from a population when randomization is
impossible since it is too vast [48]. They are considered adequate when generalization is
not an issue in the research aims. We decided to combine both techniques, and we obtained
ten interviews that show a rich scope of cases representative of all of the essential cultural
activities across this industry in Spain.

Companies were selected from the following primary subindustries: music and concert
venues, event producers and festival organizers, artists/performers and companies, art
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galleries and art schools, museums and singular homes, to cover a wide range of the
Cultural industry. They all agreed to participate in the research.

3.3. Data Collection

Various methods of data collection were employed:

• Semi-structured interviews with managers and decision-makers of MSMEs from
Spanish cultural and creative industries were used to know more about the company’s
whereabouts during the pandemic.

• Archival records from their websites were used to document their value proposition,
public objective, and income models.

• Social networks were consulted to analyze how companies maintained their relation-
ship with customers during the pandemic.

Interviews were carried out between April and September 2021. An online Zoom
platform was used to hold the meetings. The interviews lasted from 50 min to 2 h and were
video recorded with their permission. The content was transcribed with NVivo software
and coded using this tool.

The managers interviewed were asked to describe their daily actions and strategy
during the three stages of the pandemic: (1) full lockdown during March, April and
May 2020; (2) intermittent lockdown from June 2020 to April 2021; and (3) “new normal”
after April 2021. The interviews were semi-structured and open-ended. These interviews
were complemented with written literature (e.g., pamphlets and websites) about their
company or the cultural events created by themselves. The written materials were used to
supplement details that were not mentioned or were unclear during the interviews.

The managers were asked to describe the practices and strategies that helped them over-
come the crisis. Table 1 shows the ten cases analyzed. They all survived the COVID-19 crisis.

Table 1. Case overview.

Case Label Case Description

1 Festival organizer

This company organizes large festivals and events. They usually provide all of the required
services in events: managing large volumes of people, setting up stages, selling tickets, hiring
musicians and technical staff. Furthermore, they also provide the marketing services needed

to sell the maximum number of tickets.

2 Theatre company
This theatre company has ten years of experience creating circus shows, dance-theatre,
puppet theatre, and gestural theatre with live music and traditional storytelling. They

perform in public places, streets, theatres, auditoriums, schools and libraries.

3 Actress

She defines herself as a woman, a mother, a creator, an entrepreneur always on the move. She
has a degree in Dramatic Art from the Institut del Teatre de Barcelona, specializing in Gesture
Theatre. She has been a trapeze artist for five years. She is currently based in Barcelona and is

the director of a theatre company specialized in circus shows.

4 Online Ticketing vendor

This company was founded in 2011 with the aim of providing an innovative, efficient, and
leading service for online event management and online ticket sales. The aim was to improve

coordination between software companies, sales channels, and cultural organizers. Their
customers are event organizers, museums, sports, concerts, theatres, and companies.

5 Photographer
This artist runs a store specializing in photography and image part of a national chain. His
job is to photograph events, create product catalogues for his clients and perform artistic

photography. At the same time, he advises customers who come to his store.

6 Online culture aggregator

This online community of culture lovers offers a membership that allows special discounts on
shows and cultural proposals. It also offers users the opportunity to meet other people who
share a passion for culture and participate in organized activities. They have been online for

fifteen years.
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Table 1. Cont.

Case Label Case Description

7 Archaeological museum

Founded in 1840, the museum has five venues that expose Catalonia’s most important
archaeological collection, focusing on prehistoric times and ancient history. The museum also

offers its most emblematic and unique spaces to host events for companies, institutions
and individuals.

8 Monument and museum This building, a National Historic Monument since 1975, housed a museum to disseminate the
work and the figure of its modernist architect Josep Puig i Cadafalch. It is privately owned.

9 Opera house
Founded in 1847 to become a beacon of the City as an “arts” center. A foundation manages

the Opera House owned by the different government agencies (the regional government, the
city hall, the provincial council, and the national ministry).

10 Art school

Since 2011 this art school has been a training center that works on three axes: art technique
and grammar training, stimulating creative attitude, and an art therapy department. They

also offer their services to regular schools as extracurricular subjects, and they organize
training workshops for teams in organizations and companies.

3.4. Content Analysis of the Interviews

We were able to download the recorded meetings from the Zoom platform as soon as
each interview had finished. Key phrases were identified and moved into subcategories and
categories during the open coding stage. Then, axial coding was applied, and relationships
were identified between categories. A core category was identified and methodically related
to the other categories in the final coding stage. Categories were integrated, and a grounded
theory was identified. To ensure the validity and reliability of the outcomes, two researchers
compared the results at the end of each stage of the analytical process to overcome the
weakness of any possible biases. A cross-case triangulation was also performed to ensure
the reliability of the results. The conclusions were contrasted with the extant literature.

3.5. Categories and Core Category

At the first stages of content analysis, three categories were identified:

1. The core category: the strategic response to the COVID-19 pandemic.
2. A secondary category: what changes were applied to the different components of

their business model?
3. A secondary category: the digitalization of some processes.

After the three initial interviews, it emerged that many of the actions undertaken by
the managers were improvised. There was also evidence that innovation was taking place
thanks to network proximity following the open innovation paradigm.

Questions about their degree of improvisation and innovation diffusion were included
in the interviews that followed, and the first three managers were contacted and interviewed
again. Two different secondary categories were added to the content analysis.

1. Actions and strategies that can be considered improvisation.
2. The origin of their innovation.

4. Findings

These are the most relevant findings regarding the strategic response and the adapta-
tion of the BM of the companies and organizations in the cultural and creative industry:

1. Three different strategic behaviors were observed among the organizations that sur-
vived: radical change, non-adaptation, and moderate adaptation.

2. Companies and organizations adapted different components of their business model
to survive.

3. IT implementation had a vital role in the strategic adaptation of the companies.
4. Organizational proximity had a prominent role in innovation diffusion.

We elaborate on these four findings in the following points.
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4.1. Three Strategic Behaviours Were Observed among the Companies and Organizations
That Survived

During the interviews, managers of the artistic and cultural companies and organi-
zations revealed that they felt like victims of a terrorist attack, a war, or a typhoon. They
were not prepared for anything. Even when the COVID-19 pandemic was raging in Italy,
the Spanish government kept saying its health system was duly prepared and that no
significant consequences were expected. A week before the restrictive measures were
enforced, people were still carrying on as usual. No one had contingency plans when the
total lockdown was imposed in Spain on 15 March 2020.

Table 2 shows the three strategic responses observed among the companies and
organizations interviewed.

Table 2. Strategic response to the crisis.

Case Label Strategic Intents Description

1 Festival organizer Adapted their BM

At the beginning of the crisis, the company collaborated with
several councils to organize screenings for potentially infected

people. They also help other companies handle cancellations and
ticket returns, and create services to assist in the cleaning and

disinfection of theatres and events.

2 Theatre company Did not adapt
Bookings were cancelled, and no one contracted their shows. They

have been waiting for months for the sector to recover and new
projects to start appearing.

3 Actress Adapted her BM

Seeing that she could not work with her company, in October
2020, she created a website and began marketing online body

expression courses while looking for one-off collaborations with
other artists.

4 Online Ticketing vendor Adapted their BM
Many entertainment companies required their online sales services.

In this sense, COVID benefited the company. They also had to
create specific return and ticket exchange services.

5 Photographer Did not adapt
With events cancelled and no weddings, communions or baptisms,
the photographer concentrated his income on the physical store he

ran when he could reopen.

6 Online culture aggregator Adapted their BM
During COVID, the membership they charged their users was
suspended, and they focused on maintaining relationships and

looking for new members.

7 Archaeological museum Adapted their BM

The museum focused on maintaining relationships with its users,
creating virtual tours, and when they were able to reopen their

doors, they started selling tickets online (something they had not
done before).

8 Monument and museum Adapted radically their BM

Seeing that tourism had come to a standstill in Barcelona and
there were no indications that tourists would be back in the near
future, the museum closed its doors, they stopped selling tickets
to visit the building, and all of the spaces were rented for offices

and other businesses.

9 Opera house Did not adapt

They waited for the situation to return to normal without
representing the operas. While the lockdown was extended, the

opera choir made videos of their performances, and the
community managers broadcast some interviews with members

of the opera staff.

10 Art school Adapted their BM

They immediately realized that the classes had to go online.
Nevertheless, that takes time. Meanwhile, they set up an

e-commerce merchandising through a dropshipping store with
drawings of their students.
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Companies that survived the crisis caused by the COVID-19 pandemic adopted
three different strategic responses: (1) changed their business model radically (the mon-
ument and museum); (2) did not adapt their business model and “waited for the storm
to pass” until the environment became stable (the theatre company, the photographer,
and the opera house); and (3) adapted their business model, closing only the months of
mandatory total lockdown (the festival organizer, the actress, the online ticket vendor,
the online cultural aggregator, the archaeological museum, and the art school).

4.1.1. Companies Changed Their Business Model Radically

Some companies and organizations changed their business model radically to
survive the crises. This is the case, for example, of the privately-owned monumental
museum. Due to the lack of tourists, the owners decided to close the museum at the
beginning of October 2020 and stop selling tickets to visit this listed building. At
this moment, their income comes from renting the premises to a restaurant, a bank,
a coworking, and a diverse group of businesses that have located their offices in the
building. The museum, as such, has disappeared. They will most likely reopen it again
in the near future.

4.1.2. Companies Did Not Adapt Their Business Model and “Waited for the Storm to Pass”
until the Environment Had Become More Stable

We observed that some interviewed managers believed that adaptation was im-
possible. They decided to wait and see. This is the case of the opera house and many
other organizations that are not part of this study, such as La Sagrada Familia, the under-
construction basilic created by the modernist architect Gaudí; and La Pedrera, another
singular building designed by Gaudí, that at present hosts a museum and different
spaces for events. The same behavior could be observed with the photographer and
the theatre company. They all had in common that they did not adapt their business
model. They paused for months without any activity while waiting for environmental
stability. They relied on their financial muscle (the opera house) or turned to other jobs
(the photographer and the theatre company members).

4.1.3. Companies Adapted Their Business Model, Closing Only the Months of Mandatory
Total Lockdown

If the managers’ perception was that adaptation was possible, they decided to adapt
their business model. This is the case for many companies interviewed, such as the art
school, the archaeological museum, the online aggregator, the ticket vendor, and even
the actress. They changed several BM components to adapt their business model during
the COVID-19 crisis or the “new normal”.

4.2. Companies and Organizations Adapted Different Components of Their Business Model to Survive

The companies that survived had in common that they adapted some BM compo-
nents. Following the Business Model Canvas proposed by Osterwalder and Pigneur
(2010), nine building blocks or components can be identified in the structure of a business
model: the customer segments, the value proposition, the distribution channels, the
customer relationship, the revenue streams, the key resources, the key activities, the
key partnerships, and the cost structure [10]. We have chosen this model to analyze
the changes made by cultural companies in their business models. Table 3 shows the
changes on each component.
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Table 3. Changes in the business model.

Case Label BM Components
That Were Adapted Description

Festival
organizer

Market segments
Value proposition

Customer relationship
Distribution channels

Cost structure

Few festivals could be held in 2020, so this company decided to look for competitive
advantages by transforming its value proposition (entertaining big masses of people),

offering new services, looking for new customers using the Internet and mastering
online sales to offer this service to other festivals. At the same time, they tried to

minimize risks by reducing staff temporarily and renegotiating the prices of the rent of
their offices. Its main challenge has been managing the uncertainty over whether or not

festivals could be held. In some cases, they did not know it until 48 h before.

Actress

Market segments
Value proposition

Customer relationship
Key assets

Income streams

Her theatre company could not perform any function for a long time, so her income was
zero for many months. The actress created her website and created acting courses, and
marketed them through her page. She also created some videos with a musician, where
they explained stories to children through a new Youtube channel. She received some

funding for autonomous workers from the government that helped her during the
worst days of the crisis.

Online
Ticketing
vendor

Market segments
Value proposition

On the one hand, many organizations that did not sell tickets online began to do so, and
therefore they significantly increased customers. On the other hand, since the dates of
the events changed from one day to the next, they created a new service to manage the

changes of dates and the massive returns and refunds of their customers.

Online
culture

aggregator

Customer relationship
Cost structure

Since their services were already online, they did not need much adaptation. Using an
online marketing agency, they conducted more than 30 interviews with cultural

professionals during the pandemic, broadcasted via Instagram, later creating videos
with them and a free book with transcripts of the content. At the same time, they

reduced staff and minimized their company’s expenses.

Archaeological
museum

Market segments
Value proposition

Customer relationship
Distribution channels

The museum adapted its audio guides, converting them into 360-degree videos of seven
unique archaeological sites to allow people to enjoy them through their mobile devices.
A blog was created to follow up on the museum whereabouts. Once open, admission
was free until June 28th (a month) to attract local visitors, and after that period, they

began to sell tickets online for the first time. They reduced the advertising budget and
turned it into content creation on media.

Singular
home and
museum

A radical change of
their value proposition

and Income streams

Due to the pandemic and the lack of tourism, the owners decided to close the museum
and stop selling tickets to visit this singular building at the beginning of October 2020.

Currently, their income comes from renting the premises to other businesses.

Art school

Market segments
Value proposition

Customer relationship
Distribution channels

They created online courses. As the services turned to online courses, they tried to reach
students from all geographical areas of Spain. They increased the use of social networks

to maintain their customer relationship. While waiting for the creation of the online
courses, they created an online print-on-demand shop.

4.3. IT Implementation Had a Vital Role in the Strategic Adaptation of the Companies

The role played by Information and Communication Technologies (from now on, ICT)
has become an essential factor for economic growth in all types of industries. Researchers
such as Viaene (2013) and Bassis (2018) agree on the importance of strategic value creation
and value delivery through ICT and its role in business model innovation [49,50].

Technology is becoming an integral part of the products and services of diverse
industries. There is a growing interest in understanding how organizations can succeed in
their digital transformation. In companies, tensions spring from the opposition between
investing in digital tools that generate value in the long-term and obtaining value in the
short term. MSMEs, however, also suffer from another problem: the fact that digital tools
are constantly changing and must be adapted as innovation and competitive pressure
progresses. Failure to see short-term performance causes them to be reluctant to implement
technological changes [51].

At the beginning of the COVID-19 crisis, customers were not allowed to physically go
to the premises of the cultural companies, therefore managers needed digital products and
services and despite initial reluctance, these did appear. Nevertheless, the implementation
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of ICT solutions takes time, and during the first phase of BMA, they had to improvise
immediate solutions with the current stock of ICT assets that managers had on their hands.
In the second phase, the implementation was carried out. Virtual tours were created,
e-commerces were in place, and online courses were offered.

4.4. Organizational Proximity Had a Prominent Role in Innovation Diffusion

For MSMEs it is essential to identify cooperative opportunities or competitive chal-
lengers from their knowledge flow network. All companies agreed that being part of an
association or a network of peers had helped them keep up-to-date with innovations and
help them find viable solutions to the required adaptation of their business.

The actress also highlighted that belonging to a theatre association provided her with
moral support during the pandemic. The marketing manager of the archaeological museum
made the same statement about the advantages of being part of a network of museums and
cultural venues “we have been working weekly with the Catalan network of museums,
sharing innovations and possible solutions to our common problems”, he stated.

5. Discussion

At the beginning of the pandemic, customers’ needs were altered. People stayed at
home and could not attend any type of live cultural event. Companies and organizations
began to analyze the new customer needs and change their value proposition accordingly:
planned virtual tours and online services. Nevertheless, as the COVID-19 pandemic was
an emergency, the reaction could not wait to create all-new planned services and products.

Researchers such as McGrath (2009) agree that in emergencies, companies and or-
ganizations must simultaneously “reduce risk and seize opportunities” [52]. Therefore,
disasters such as the COVID-19 pandemic can also be an “agent of social change in re-
covery and reconstruction” [53] if companies are capable of seizing the opportunities and
gaining competitive advantages by adapting their business models. We have observed this
phenomenon in the companies interviewed.

5.1. The Three Phases of Business Model Adaptation to a Crisis Environment

Analyzing the interviews, it was clear that the adaptation had been made in three phases:

1. In the first months, companies and organizations improvised to reconfigure their as-
sets and capabilities to respond to market needs rapidly while planning new strategies
and actions for the future.

2. After a few months, the planned actions were in place, and the companies imple-
mented what they considered necessary for their value architecture.

3. At the time of writing, companies are adapting old assets and capabilities, plus the new
ones acquired, to the “new normal”. This new competitive environment is labelled as
“new normal” to emphasize that it differs from before the COVID-19 pandemic.

5.1.1. Phase 1—The Reaction

The conception of the actions to adapt the cultural business to its daily reality and
its executions were simultaneous. No planning or strategy was used to deal with the
uncertainty of every day. Most of the companies interviewed openly agreed that their
strategy in this first month was “not having a strategy” working day by day, confronting
their challenges.

For example, the archaeological museum did not offer formal virtual tours but after
analyzing the current assets and the current IT stock, they created short videos with images
from Google Street View and matched them with the content of the audio guides. They
improvised virtual guided tours and offered them to online visitors while the museum was
closed and planned a proper virtual tour.

Another example of improvisation can be observed by analyzing the behavior of the
managers from the art school. Due to COVID-19, students were not allowed to attend the
art school, and the school could not carry out any of the activities they had been offering to
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other schools. To maintain a source of income until their online courses were ready, they
created an e-commerce website to sell merchandising of drawings made by their students
using a drop shipping business model (print on demand). This action was not planned; it
was improvised to create an alternative source of income during the development of the
planned behavior.

Finally, we have example of Marta, the actress and the director of a theatre company.
The company had not been able to perform for almost a year. In November 2020, Marta
created her website to market the online training courses she had just made up.

The behavior of these organizations is consistent with the theory of planned behavior
(PBT), which states that “the intentions to perform a particular behavior can be predicted
from the subject attitude toward the behavior, subjective norms, and perceived behavioral
control” [54]. By definition, planning is impossible when norms constantly change, and
improvisation is the only way to face everyday challenges.

Business models had to be changed and adapted, improvising to fit the urgent needs
of the customers. The innovation was created by reconfiguring the current assets, the
companies’ existing capabilities, and the IT stock they had at that moment. “The higher the
turbulence of the business environment, the more critical the enterprise’s” improvisational
capabilities become [55].

Organizations that operate in a turbulent environment are more likely to improvise [39,40].
In their study, Villar and Miralles explore how organizations can employ improvisation to
attain specific objectives during emergencies, such as the one caused by the Typhon Haiyan
that impacted the Philippines in 2013. They demonstrate that improvisation “can be ab-
sorbed as a conscious mechanism that can aid the attainment of pre-established goals” [39].

5.1.2. Phase 2—Planned Adaptation

In Phase 2, customers’ needs were still different to pre-pandemic times, but months had
passed, and companies and organizations had had enough time to plan and act accordingly
to their new strategies. Business models changed how their value was communicated, the
delivery of their services, income models and the public objective while adapting their
value proposition to the situation. Innovation was created by sharing information between
peers, associations and observing the entire cultural ecosystem. Without being consciences
of it, a new parading of business model open innovation was in place: a collaborative open
business model. Learning from the experiences of others, new technology was acquired,
and new competencies were learned.

5.1.3. Phase 3—Stabilization

In Phase 3, the new business models were in place, and companies and organizations
were adapted to the “new normality”. Those who adapted and survived learned new capa-
bilities, implemented new technology, and found new competitive advantages, becoming
more resilient to new environmental hostility.

Those who did not adapt and survived since they had enough financial muscle,
consumed part of it and diminished its resilience but are still on the market.

Figure 1 shows a proposed framework to understand the different phases of adapting
the business model in the cultural and creative industry.

5.2. COVID-19 from the Lenses of the Emergency Management Theory

From the lenses of the emergency management theory and considering the improvisa-
tion capability, the adaption of the business models of cultural and creative MSMEs in the
first phase is easier to understand. The findings suggest that in a hostile environment such
as the COVID-19, in the first phase of their adaptation, cultural and creative firms applied
different improvisational actions to adapt some business model components to survive the
effects of the crisis.
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Figure 2. This research framework is the survival path to successful BMA of the firms in terms of the
BM emergency management perspective.

The relevant factors that explain the cultural firms’ ability to adapt and gain com-
petitive advantages and more resilience in times of very hostile environment: (A) The
immediate deployment of some characteristics that can be found in organizational impro-
visation behavior; (B) the capacity to absorb innovation from its network and ecosystem;
(C) and the acquisition and deployment of dynamic capabilities such as absorption capacity
and uncertainty management.

5.2.1. COVID-19 Crisis and Environmental Hostility

During the first COVID-19 lockdown, the traditional cultural industry market disap-
peared from March to May in Spain due to mobility restrictions. After the total lockdown,
premises were allowed to reopen but with restrictions. The environmental hostility the-
ory states that, when faced with a lack of customers, organizational behavior changes as
business activities become more influenced by market movements [41].
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Companies and organizations from the cultural industry have suffered regulatory
turbulence for more than two years. Restrictions on the seating capacities or entrance
restrictions in theatres, museums, or public events have fluctuated throughout the pan-
demic. Managers have had to face constantly changing post-confinement regulations and
constraints, sometimes as often as every week, as waves of infection circled the globe.
Regulatory forces have had a massive impact on the Cultural industry companies and
organizations and have been a great source of pressure and stress for the managers.

On top of that, a domino effect caused by layoffs and provisional downsizing plans of
many companies triggered a change in the social status of many families as their quality
of life and their lifestyle plunged, affecting all industries, but especially the consumption
of cultural goods and services, shrinking the market and causing competitive turbulence
as well.

In short, the COVID-19 crisis has created a very hostile environment, and companies
have been forced to adapt their business models to survive, especially in the cultural and
creative industry.

5.2.2. The Development of Some Characteristics That Can Be Found in Organizational
Improvisation Behavior

Dynamic capabilities cannot fully explain the adaptation of cultural and creative
companies and organizations; improvisation capabilities must be considered. There is a
link between strategic improvisation and company performance in times of emergency and
crisis. When the immediate survival of a company is in question, long-term strategies lose
effectiveness and management resort to improvisational processes [55–58].

Research on organization theory such as Weick (1998) and Barrett (1998) suggested the
jazz band metaphor to explain the functioning of an organization. Drucker (1998) suggested
that “the twenty-first-century leader will be like an orchestra conductor” [59].

Improvisational working practices need a supportive organizational culture in order to
flourish. This type of organizational culture is linked to the company’s decision-makers self-
confidence and ability to improvise effectively given a range of possible actions and results.

Improvisation to adapt the company’s business model to seize possible opportunities
has many similitudes to the “opportunity-driven entrepreneurship” concept. This complex
term is defined as “the entrepreneurial decisions motivated by the perception and exploita-
tion of innovative business ideas that can lead to gains and business growth” [60]. When a
new opportunity to obtain sources of income appears, entrepreneurs go for it without great
strategic plans or even without a long-term plan.

Some authors do not consider improvisation a dynamic capability or an operational
capability, arguing that it is not a routine—“learned, highly patterned, repetitious or
quasi-repetitious, founded in part in tacit knowledge” [35]. Other authors consider that
improvisation can drive strategic advantages in turbulent environments and therefore
should be regarded as a third type of capability. They describe it as “the learned ability to
reconfigure operational capabilities spontaneously” [55]. “The higher the turbulence of
the business environment, the more critical the enterprise’s dynamic and improvisational
capabilities become” [55].

In other words, and answering our research question “what is the role of improvisation
in the success of the adaptation of business models on cultural MSMEs in very hostile
environments” we conclude that improvisation has been their primary capability, although
dealing with complex problems, learning new abilities, and having organizational flexibility
are also some of the capabilities that saved them from bankruptcy.

5.2.3. Open Innovation by Network Proximity

At the same time, open innovation by network proximity must be considered to fully
understand the adaptation of enterprises from the cultural and creative industry. Without
the help and collaboration of peers, innovation would not have been possible.
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Proximity influences the diffusions of innovation and is one of the driving forces
for creating an open innovation ecosystem and leading its evolution [61]. Zhang and
Wang (2021) identified four dimensions of proximity: technological proximity, spatial
proximity, organizational proximity, and temporal proximity [61]. Their results show
that “organizational proximity positively affects the diffusion of innovations”. Ferras-
Hernandez et al. (2018) studied the relationship between enterprise innovations and
proximity, focusing their research on innovation activities. They identified the primary
factors driving the industrial cluster’s innovation transformation; organizational proximity
was among them [62].

5.2.4. The Acquisition and Deployment of New Capabilities

Despite the distance, all of the companies and organizations studied had to learn to
work together. The archaeology museum indicated that this had been one of the signif-
icant challenges since they have had to learn to communicate jointly from the different
departments from their own homes. It should also be noted that although distance group
communication tools already existed, no one had previously used them so intensively.
Zoom, Google Meet, MS Teams, and all of these tools were un-used by much of the cultural
industry. Everyone had to learn how to use them and how they could be incorporated into
the work dynamics of each company.

For the museum, reviewing all of the digital content to see if it could be used to
create virtual tours or communicate has also been helpful to realize certain shortcomings.
For example, when reviewing the audio guides, they realized that while the guides were
inclusive in the sense that they are helpful to people in the languages in which the guides
are narrated, the guides have no use for blind people as they did not describe the pieces.
Thanks to the revision, there is now a project to redo the audio guides and make them
inclusive for the blind.

The adaptation itself has been a learning experience. All innovation activities require
new competencies. Until the COVID-19 pandemic, organizations had not worked methodi-
cally to create online content, virtualize user experiences, or work remotely as a team. All
interviewees highlighted the learning effort they had to make. The knowledge absorption
capability has been crucial in all organizations.

Instead of being fully cancelled, many concerts, theatre acts, expositions, and events
were rescheduled for later dates after a few months. All interviewees have indicated that
they had to learn to work with the uncertainty of whether things could be carried out.
Uncertainty management is a skill that everyone had to learn.

Business models will most probably continue to adapt as the post-COVID-19 scenario
develops. Despite the vaccine and achieving herd immunity in certain cities, managers are
still uncertain about what the future holds. When asked when they expect to resume normal
operations, they perceive that at least another year will be needed to reach normality.

5.3. Theoretical Implications: BMA in Very Hostile Environments Is Better Understood under the
Lenses of Emergency Management Theory and Improvisation Capabilities

A revision of the existing literature has shown that much attention has been paid to
studies on innovation in business models in companies and public organizations [63,64].
Researchers have paid limited attention to better understanding how cultural and artistic
organizations can manage and evolve their BM [63].

Ernst et al. demonstrate in a case study of BMI in the publicly-funded cultural and
creative industry (specifically, the Van Abbe Museum in Eindhoven-Netherlands) that cul-
tural venues can act as laboratories of BMI [65]. Schiuma and Lerro introduce and analyze
the “Business model prism for the arts and cultural organizations” as a multidimensional
framework to map the “as is” structure and the logic of their business model [63].

This article proposes a new perspective and a framework to understand the business
model adaptation in very hostile environments. It suggests that in environments such as
the crises created by the COVID-19 pandemic, business model adaptation can be better
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delimited using the emergency management theory and improvisational capability than
solely under the dynamic capabilities lenses.

The improvisation capability of an MSME is a crucial factor to its survival. At the
same time, network proximity has a prominent role in disseminating innovations and
unveils itself as a critical factor in the thriving BMA of cultural and creative companies
and organizations.

5.4. Managerial Implications: Successful Business Model Adaptation

Museums, theatres, concert halls, and festivals have been forced to close for months,
leaving artists and performers without work for nearly a year. Some organizations have
not been able to adapt, while others have improvised in response to whatever they came up
against and adapted different components of their business model. The issues raised in this
article offer some light on how managers can gain concrete guidelines about systematically
and purposefully approaching BMA in hostile environments.

The first step is to identify the key drivers of change and understand these drivers’
impact on the business model. The second step is to identify the key capabilities needed
to respond to the drivers of change. The third step is to identify the gaps between the
current capabilities and the needed capabilities to adapt the business model successfully.
The fourth step is to develop a plan to close the identified gaps while at the same time,
confronting the emergency with the current stock of assets and capabilities, improvising
to maintain the company afloat while the adaptation plan is deployed. The fifth step is to
monitor the results of the action and adapt the company or organization to the new and
less hostile environment—all sharing knowledge with peers from the same industry.

6. Conclusions, Limitations, and Future Research Perspectives

This study aims to understand organizational capabilities in the cultural and creative
industry to respond to the COVID-19 crisis. Literature on business model dynamics
affirms that, in VUCA environments, dynamic capabilities are developed to sense new
opportunities and seize them, while reconfiguring the current assets to adapt the company
to the unique situation. However, in very hostile environments such as the COVID-19 crisis,
business model adaptation is better understood under the emergency management theory
rather than just under the dynamic capabilities lenses.

6.1. Conclusions
6.1.1. BMA Has Been Implemented in Three Phases

The evidence of this study suggest that the BMA has been implemented in three phases:
Phase 1—The Reaction: the conception of the actions to adapt the cultural business to

its daily reality and its executions are simultaneous. Companies improvise their immediate
adaptation while planning for the near future and analyzing the gap between their assets
and the assets they need.

Phase 2—Planned Adaptation: the future actions planned during phase 1 are now in
place. Companies have a new BM and a new stock of competencies. Innovations are shared
with other organizations.

Phase 3—The Stabilization: companies adapt to “the new normality” and return to
their efficiency-centric BM with new and old components and capabilities.

6.1.2. Survival Strategies

In this research, we have observed that companies and organizations from the cultural
and creative industries had three different survival strategies. As the emergency manage-
ment theory predicts, the first two options are to adapt their business model radically or
incrementally to minimize the risks and seize the opportunities arising from the crisis. The
third strategy has been to put everything on stand-by and wait for “the storm to pass”,
although they can rely on their financial muscle and the funding from COVID-19 aids.
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6.1.3. Improvisation as a Key Factor to Understanding the Survival of MSMC

The COVID-19 crisis has created a very hostile environment, and companies have been
forced to adapt their business models to survive, especially in the cultural and creative
industries. In this article, the authors postulate that to fully understand BMA in times of
environmental turbulence and hostility such as the COVID-19 pandemic, the improvisation
capability of an MSME is a crucial factor for its survival. To make fast decisions without
in-advance planning leads to survival if the decisions are correct.

6.1.4. The Leading Role of Open Innovation by Network Proximity

Open innovation by network proximity plays a primary role in fully understanding the
cultural and creative industry’s adaptation, and it is critical for the diffusion of the innovations.
This fact’s management and policy implications are clear; politicians and decision-makers
need to support proximity between innovation entities.

6.2. Limitations

This paper is a new step of a comprehensive research project in business model adaptation.
We realize that the improvisation capability and the innovation by network proximity were
present in the companies’ actions that led to their business model adaptation during the
COVID-19 crisis, but we do not know more about the firms that did not adapt. On the
other hand, as with all qualitative research, the outcome lacks any potential generalization
effort. It is unclear to what extent the results can be made valid for other companies and
organizations. A quantitative approach to the same subject would be advisable. At the
same time, we analyzed the behavior of the companies and organizations of the cultural and
creative industry in Spain; we think that a broader take on other industries and other countries
would enrich our proposal to analyze BMA from the emergency management theory and
improvisational capabilities.

6.3. Future Research Perspectives

More research is needed to better understand the relationship between how a leader
approaches the act of improvising and the company’s resilience. It is necessary to deepen
the analysis on how the leader’s resilience intervenes in improvisation. Furthermore,
exploring leadership improvisation based on the resilience of the leaders can shed some
light on a deeper understanding of the first phase of business model adaptation during the
COVID-19 crisis. We also believe that an analysis of the correlation between the effects of
the COVID-19 pandemic and the change to more sustainable business models suggested
by Popescu (2020) [66] would be attractive from the research point of view.
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