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Abstract. The COVID-19 pandemic had a severe impact on Ecuadorian
family business. More than 35% of organizations were temporarily shut
down, while other15% of them were permanently closed. Companies should
adopt the organizational resilience as their business strategy to guarantee a
long-term viability. Organizational resilience refers to the ability of a
company to return to a stable stateafter an unexpected disruption to generate
business sustainability. Financial resources are beneficial for organizational
resilience due to the reason that a financialslack can absorb initial financial
and material losses in times of adversity. This studyfocuses on knowing the
impact of financial resources on organizational resilience asa business
sustainability strategy in the context of the Ecuadorian family business.

1 Introduction

In 2020, the COVID-19 pandemic, a notable event that had a profound impact on the global
economy, occurred. The consequences of this pandemic varied according to the countries
and regions where it took place. Latin America, already in a vulnerable position,
experienced particularly severe economic and health crises. During this period, these
challenges were exacerbated by a significant drop in the economic activity among its main
trading partners, as reported by the Economic Commission for Latin America and the
Caribbean [1]. According to a study that examined the response of family businesses in
Ecuador and Latin America to the COVID-19 crisis. Ecuadorian family businesses
represent 95% of all companies and contribute 51% of GDP, which serves as the backbone
of the productiveeconomy of the country [2,3]. As a result, family businesses were the most
affected by the impact of the pandemic. According to study by the STEP Global Alliance
Project, more than half ofthese businesses experienced a decline in revenue, which had a
negative impact on their financialliquidity, which leads to staff layoffs, and in some cases
to permanent closures.

The impact of the pandemic on Ecuadorian family businesses has been severe: more
than 35% temporarily closed, and 15% face permanent closure. Despite the government
program “Reactivate Ecuador”, which provided billions of dollars in financial support, the
threat to these companies remains imminent. To deal with unforeseen and disruptive events,
it is crucial that companies adopt organizational resilience as a strategy for long-term
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viability. The concept of organizational resilience emerges from the notion of individual
resilience [4], but it embraces some perspectives including individual and organizational
psychology [5], strategic management, [6], security [7], supply chain management [8], and
organizational sustainability [9].

The concept is closely related to the ability or flexibility that an organization has to
return to a stable state after and unexpected disruption to generate business sustainability
[10].

The fundamental challenge of organizational resilience as a business sustainability
strategy is to understand how processes guarantee organizational efficiency and continuity
and are capable of existing with actions related to adaptability, which is effectiveness and
the difficulties and unforeseen events related to them [11]. Bloch [12], believe that
organizational resilience focuses on building resilience and long-term performance skills,
controlling expenses and limiting debts.

Literature about business resilience has been made to use long-term factors and
frameworks to explain the sustainability of a company to face adverts events [13]. Few
studies have examined organizational resilience as a corporative sustainability [14-19],
although its relevance is widely considered a key attribute of organizational continuity [20].

In fact, resilience is fundamental to increase the probability of retaining the business and
transmitting to the next generation of family members and guarantee continuity [17].

Literature shows that financial resources are beneficial for organizational resilience [21,
22]. Financial slack can be quantified in terms of unabsorbed cash or available credit [22,
23], while physical slack exists in money reserves or unused capacity [24]. Both types of
resources allow organizations and employees to anticipate by taking preventive measures
[21]. This is why some authors mention that the inactivity of cash and resources can absorb
initial financial and material losses in times of adversity. They can also provide
sustainability and the time needed to understand adversity [22, 25].

The present study focuses on the impact of financial resources on organizational
resilience as a business sustainability strategy from an economic point of view, which has
been a relevant concern since the COVID-19 pandemic. This study was carried out in the
Ecuadorian family business context, which is one of the most affected Latin American
countries. The main gaps why this study is important are: first, there is a need of empirical
studies that focus on a comprehensive assessment of organizational resilience in difficult
situations. Second, there are a few studies that focus on financial resources as a means for
companies to be resilient and generate economic sustainability in countries with emerging
economies. Thirdly, there is a lack of studies that combine financial studies and resilience,
therefore there is no organizational sustainability emphasis. Based on the afore mentioned
gaps, the study aims to discover how financial resources impact organizational resilience
by affecting economic sustainability during the COVID-19 global pandemic.

2 Theory and hypothesis

2.1 Financial resources

Regarding companies, businesses sustain their existence on the financial resources they
have to be able to cover costs, debts, and needs, so the work and position of the manager in
question sisessential to make correct decisions that are not significantly influenced by the
distribution of themoney, but by a fund that is generated over time to face eventualities.
According to Gutierrez andVillafuerte [26], financial resources are crucial for a company to
operate. These resources are the ones that establish if a company is ready to extend and
innovate. Likewise, they allow decisions to be made for activities such as personnel
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contracts or to increase productivity. Under this circumstance, the development and
sustainability of a company is closely related to the financial resources that it has [28].
Gittell et al [23] considers that having low levels of debts, free cash flow, available credit,
and inventory availability are a measure to identify financial resources in a company.

2.2 Organizational Resilience

The term “resilience” refers to the ability of a company to prosper, adapt, and expand in a
dynamicunpredictable environment [28, 29]. After a disruptive event, regaining stability and
achieve business sustainability is essential [9]. According to Sajko et al [30], resilience is
defined as the ability of anticipating, mitigating, and adapting to the disruptive events during
a crisis [31], emphasizes that a resilient company is well equipped to absorb the impacts of a
disruption, and it has the ability of recovering.

According to Sheffi [8], the collection and dissemination of information plays a crucial
role in forecasting potential hazards, establishing measures for unexpected circumstances,
and maintaining a stable framework for sustainability. Therefore, the following hypothesis
is proposed in figure 1.

H1: Financial resources have a positive impact on organizational resilience by generating
organizational sustainability.

Financial

Organizational
resilience

resources >

Figure 1. Hypothesis

3 Methodology

This study examined family businesses in Ecuador, specifically those located in Quito and
Guayaquil. A total of 1200 family businesses were identified using the records of
Superintendencia de Sociedades. 250 took the survey and 212 were considered valid. This
surveywas conducted at executives, managers, and owners of these family businesses
companies. The collection of the data was from June to August 2023.

In this section of the study the different scales that encompass both the independent and
dependentvariables used as a measure tool are examined. Established scales that align with
relevant constructs were assign to each item by drawing inspiration from theoretical
literature. The questionnaire was divided into three sections, with the initial two sections
dedicating to collectingdata about the organization under scrutiny and the personal attributes
of the participants. These questions were modified based on insights gained from
consultations with the STEP 2020 ProjectGlobal Consortium, which aims to investigate the
practices of family businesses around the worldand provide practical solutions for industry
leaders.

To evaluate the organizational resilience in relation to its financial resources, the study
carried out by Gittel et al [23] was an important reference point. This investigation focused
on the impactof the terrorist attacks of September 11, 2001, which involved airline
industries in the United States, highlighting a significant correlation between the crisis and
the lack of financial support. In order to align with the suggestions presented by Gittel et al
[23], in this study four specificindicators to measure financial organizational reserves were
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developed. These indicators were classified in a five-points Likert scale, the ones that go
from 1 (strongly disagree) to 5 (strongly agree).

To evaluate organizational resilience as an organizational strategy, two different scales
were applied: The Whitman scale [32] and the Melian-Alzola et al. scale [33]. The Whitman
scale[32] is a simplified iteration of the one proposed Lee et al [34], which evaluates
resilience based on 13 indicators. This is a valid and reliable scale to assess organizational
resilience by examining behavioral traits and perceptions regarding the organization ability
to plan, respond and recover from unforeseen events. Additionally, a condensed version of
this scale exists, and iteffectively minimizes the probability of low respond rates while
maintaining a high level of reliability.

The data evaluation was carried out using Structural Equation Modeling systems (SEM)
to investigate the proposed connections and evaluate the model compatibility with the
collected data.SEM was chosen as the best rated due to its ability of analyzing multiple
relations between constructs using a series of equations [35]. For the purposes of
exploratory data analysis, the corresponding analyzes were carried out in the SPSS AMOS
[36] software.

3.1 Exploratory Factor Analysis (EFA)

There are several approaches to conducting a reliability analysis, but a commonly used
method involves evaluating the internal consistency of items. There are multiple metrics to
determine evidence of internal consistency, with Cronbach’s Alpha (a) being the most used
coefficient. However, McDonald’s Omega (w) coefficient is increasingly gaining
recognition as a reliable alternative. To ensure the reliability of the measurements, an
evaluation was carried out using Cronbach’s Alpha. All measurements exceeded the
threshold of 0.7 as specified by Nunnaly [37] and exceeded 0.6 as specified by Moss [38]
for constructs with a reduced number ditems. The results of this evaluation are present in
table 1, which highlight the internal consistency of each construct and the reliability of the
instruments used for measurement

Table 1. Cronbach’s Alpha a and McDonald’s Omega ®

Cronbach’s Alpha McDonald’s Omega
Financial Resources 0,92 0,93
Organizational Resilience 0,93 0,94

Note: The coefficients are: > 0.7 [37] and > 0.6 acceptable according to Moss [38] for constructs
with a small number of items.

3.2 Structural equation modeling and hypothesis testing

After performing the Chi-squared test, which resulted in a statistic of 681450 and 335 degrees
of freedom, a p value of 0.000 was obtained exceeding the significant level of 0.05. This
indicatesthat the modeling is well adjusted and accepted. However, due to the sensitivity of
this indicator other measures were considered. The GFI had a value of 0.831, which is
marginally below the established criterion, but still acceptable. The AGFI had a value of
0.781, which does not meet the criterion of 0.80. The RMSR had a value of 0.037 which is
less than 0.10. Meanwhile the CFland TLI had values of 0.905 and 0.906 respectively,
exceeding the established criteria. The NFI had a value of 0.912. Finally, the Chi-squared test
had a value of 2034 lower than the establishedcriterion of five. The RMSEA had a value of
0.070 which is less than the acceptance parameter of 0.10. All indicators met the established
criteria, which led to the acceptance of the proposed model in table 2.
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Table 2. Structural Model Indicators

Indicator Value Criterion
681,450 /335
C MIN / DF 2,034 <5

12 0.000 >0.2
GFI 0.831 >=0.9
AGFI 0.781 >0.80
RMSR 0.037 <0.10
CFI 0.905 >0.90
NFI 0.906 >0.90
TLI 0.912 >0.90
RMSEA 0.070 <=0.10

Note: The indicators met the acceptance criteria.

Table 3 presents conclusive evidence that financial resources have a direct correlation
with organizational resilience. Therefore, financial resources positively impact the
organization resilience of Ecuadorian family businesses, implying business sustainability.

Table 3. Structural model loads (Financial resources and organizational resilience)

Estimated Standard CR P Value
Deviation
Resilience <-- ,574 ,060 9,600 ok

financial

Note: All loads are different from 0 to a significance level of 0.05.

4 Discussion

Results describe the positive impact of financial resources in the organizational resilience,
whichimplies organizational resilience. In other words, good financial stability considers
having low levels of debt, free cash flow, available credit, and inventory availability as a
viable measure to become a resilient and sustainable company over time. This study is a first
look at giving much more importance to financial solvency and educating the businessman
to prevent future havoc inthe event of unexpected events. This study also suggests that the
preparing for or to prevent a crisis or fortuitous event provides a more resilient organizational
structure where organizations establish and maintain their resources including materials,
money, and human resources.

The ability of organizations to resist crises and maintain stability is directly related to
their level of financial preparedness. However, the true strength lies in the determination of
the company to confront and overcome the crisis, which depends on preserving resources and
establishing a sustainable workforce [8, 39, 40]. This study reveals the positive impact of
organizational strength on the economic sustainability of a company. This could be attributed
to the fact that resilient organizations strive to minimize costs and preserve resources.
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5 Conclusions

The organizational resilience of Ecuadorian family businesses is strongly influenced by their
financial resources, which in turn affects their economic and operational stability in such a
dynamic and disruptive country. The consequences of misuse or organization of inadequate
financial resources result in a lack of liquidity and inability to meet business obligations,
leadingto delayed business growth and a negative financial reputation.

As a result, it was revealed that financial management plays a crucial role in maintaining
or improving the overall health of an organization. This helps founders, directors, executives,
and managers drive competitiveness and ensure long-term sustainability.

References

1. Comision Econdmica para América Latina y el Caribe (CEPAL). América Latina y el
Caribe ante la pandemia del Covid-19 Efectos economicos y sociales (2020).

2. C. Espinoza, A. Salinas, S. Camino-Mogro, & A. Portalanza, Empresas familiares en
Ecuador. Policy Report. Universidad Espiritu Santo (2021).

3. M. Granda, A. Amaya, V. Lasio, & J. Campoverde, Las empresas familiares en Ecuador
y América Latina y su respuesta ante el Covid-19 (2020).

4. M. Jiseon Shin, T. Susan, and S. Myeong-Gu, Resources for Change: the Relationships
of Organizational Inducements and Psychological Resilience to Employees' Attitudes
and Behaviors toward Organizational Change. AMJ, 55, 727— 748 (2012).
https://doi.org/10.5465/amj.2010.0325

5. E. Powley, Reclaiming resilience and safety: Resilience activation in the critical period
of crisis. Human Relations, 62(9), 1289-1326 (2009).
https://doi.org/10.1177/0018726709334881

6. G.Hamel, L. Valikangas, "The Quest for Resilience", Harvard business review, vol. 81,
no. 9, pp. 52-65 (2003).

7. E. Hollnagel, Resilience: The challenge of the unstable. In Hollnagel E., Woods D.D.,
Leveson N., eds. Resilience Engineering: Concepts and Precepts. Ashgate, Aldershot,
UK. (2006)

8. Y. Sheffi, J. Rice, A supply chain view of the resilient enterprise. MIT Sloan
management review, 47(1), 41(2005)

9. S. Duchek, Organizational resilience: a capability-based conceptualization. Business
Research, 13(1), 215-246 (2020). https://doi.org/10.1007/s40685-019-0085-7

10. V. De Florio, On resilient behaviors in computational systems and environments. J
Reliable Intell Environ 1, 33-46 (2015). https://doi.org/10.1007/s40860-015-0002-6

11. T. Ingram, G. Gtod, Organizational resilience of family business: case study. Ekonomia
i Prawo. Economics and Law, 17(1), 57-69 (2018)

12. A. Bloch, N. Kachaner, S. Mignon, La stratégie du propriétaire: Enquéte sur la résilience
des entreprises familiales face a la crise. Pearson Education France (2012)

13. G. Lumpkin, & K. Brigham, Long—term orientation and intertemporal choice in family
firms. Entrepreneurship theory and practice, 35(6), 1149-1169 (2011)

14. M. Acquaah, K. Amoako-Gyampah, J. Jayaram, Resilience in family and nonfamily
firms: An examination of the relationships between manufacturing strategy, competitive
strategy and firm performance. International Journal of Production Research, 49(18),
5527- 5544 (2011). https://doi.org/10.1080/00207543.2011.563834



E3S Web of Conferences 532, 01003 (2024) https://doi.org/10.1051/e3sconf/202453201003
CIIA 2024

15. K. Brewton, S. Danes, K. Stafford, G. Haynes, Determinants of rural and urban family
firm resilience. Journal of Family Business Strategy, 1(3), 155-166 (2010).
https://doi.org/10.1016/j.jfbs.2010.08.003

16. G. Campopiano, A. De Massis, J. Kotlar, Environmental jolts, family-centered non-
economic goals and innovation: Toward a framework of family firm resilience. In E.
Memili, & C. Dibrell (Eds.), The Palgrave Handbook of Heterogeneity among Family
Firms (pp. 773-789). Palgrave Macmilan (2018). https://doi.org/10.1007/978-3-319-
77676-7_28

17. J. Chrisman, J. Chua, & L. Steier, Resilience of family firms: An introduction.
Entrepreneurship theory and practice, 35(6), 1107-1119 (2011)

18. S. Danes, J. Lee, S. Amarapurkar, K. Stafford, G. Haynes, & K. Brewton, Determinants
of family business resilience after a natural disaster by gender of business owner. Journal
of Developmental Entrepreneurship, 14(04), 333-354 (2009)

19. M. Van Essen, V. Strike, M. Carney, & S. Sapp, The resilient family firm: Stakeholder
outcomes and institutional effects. Corporate Governance: An International Review,
23(3), 167-183 (2015)

20. M. Linnenluecke, Resilience in business and management research: A review of
influential publications and a research agenda. International Journal of Management
Reviews, 19(1), 4- 30 (2017)

21. G. Leuridan, B. Demil, Exploring the dynamics of slack in extreme contexts: a practice-
based view. human relations, 75(6), 1167-1193 (2022)

22. M. Mithani, S. Gopalakrishnan, M. Santoro, Does exposure to a traumatic event make
organizations resilient. Long range planning, 54(3) (2021).
https://doi.org/10.1016%2Fj.Irp.2020.102031

23. J. Gittell, K. Cameron, S. Lim, V. Rivas, Relationships, layoffs, and organizational
resilience: Airline industry responses to September 11. The Journal of applied behavioral
science, 42(3), 300-329 (2006)

24. A. Iftikhar, L. Purvis, I. Giannoccaro, A meta-analytical review of antecedents and
outcomes of firm resilience. Journal of Business Research, 135, 408-425 (2021)

25. N. Khandelwal, C. Hough, L. Downey, R. Engelberg, S. Carson, D. White, & C. Cox,
Prevalence, risk factors, and outcomes of financial stress in survivors of critical illness.
Critical care medicine, 46(6), e530-e539 (2018)

26. E. Gutiérrez, & J. Villafuerte, Aproximacion tedrica a la resiliencia en las organizaciones
financieras. Revista de Ciencias Sociales (Ve), 25(2), 112-119 (2019)

27. R. Gallego-Losada, A. Montero-Navarro, J. Rodriguez-Sanchez, & T. Gonzélez-Torres,

Retirement planning and financial literacy, at the crossroads. A bibliometric analysis.
Finance Research Letters, 44 (2022). https://doi.org/10.1016/j.frl.2021.102109

28. J. Fiksel, Sustainability and resilience: Toward a systems approach. Sustainability:
Science, Practise, Policy, 2(2), 14-21 (2006)

29. T. Sawik, Selection of resilient supply portfolio under disruption risks. Omega, 41, 259—
269 (2013)

30. M. Sajko, C. Boone, T. Buyl, CEO greed, corporate social responsibility, and
organizational resilience to systemic shocks. Journal of Management (2020).
https://doi.org/10.1177/0149206320902528

31. Y. Sheffi, The resilient enterprise: Overcoming vulnerability for competitive advantage.
Cambridge,Massachusetts: MIT Press (2007)

32. Z. Whitman, H. Kachali, D. Roger, J. Vargo, E. Seville, Short-form version of the



E3S Web of Conferences 532, 01003 (2024) https://doi.org/10.1051/e3sconf/202453201003
CIIA 2024

Benchmark Resilience Tool (BRT-53). Measuring Business Excellence, 17(3), 3-14
(2013)

33. L. Melian-Alzola, M. Fernandez-Monroy, M. Hidalgo-Pefiate, Hotels in contexts of
uncertainty: Measuring organisational resilience. Tourism management perspectives, 36
(2020). https://doi.org/10.1016/j.tmp.2020.100747

34. A. Lee, J. Vargo, & E. Seville, Developing a Tool to Measure and Compare
Organizations’ Resilience. Natural Hazards Review, 14(1), 29-41(2013)

35. J. Hair, W. Black, B. Babin, R. Anderson, & R. Tatham, Multivariate data analysis.
Uppersaddle River, NewJersy: Pearson Education Ltd. (2006)

36. J. Arbuckle, IBM SPSS AMOS 22 Users' Guide: IBM Corp. (2013)
37. J. Nunnally, Psychometric Theory, 2nd edition. New York: McGraw-Hill (1978)

38. S. Moss, H. Prosser, H. Costello, et al, Reliability and validity of the PAS-ADD
Checklist for detecting psychiatric disorders in adults with intellectual disability. Journal
of Intellectual Disability Research, 42, 173-183 (1998)

39. S. Ambulkar, J. Blackhurst, S. Grawe, Firm’s resilience to supply chain disruptions:
Scale development and empirical examination. Journal of operations management, 33,
111-122 (2015)

40. X. Brusset, C. Teller, Supply chain capabilities, risks, and resilience. International
Journal of Production Economics, 184, 59-68 (2017)



