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Abstract

Highly dynamic and turbulent business environments of today demand
almost all the organizations in the world to be more resilient than ever
before. Resilience has become the new buzzword in today’s world, with
the advent of various disruptive forces and suddenly emerged pandemics,
such as COVID-19. Among the industrial sectors that are destined to be
under the pressure of those disruptions, health services sector and
financial services sector are of utmost importance. Therefore,
organizations need to be more robust or resilient and in order to do so,
they have to formulate appropriate corporate and business strategies
after identifying the drivers or sources contributing towards the
emergence of the resilience in an organizational context. Based on the
prevailing theoretical underpinnings from prior literature sources, this
paper proposes a conceptual framework to further understand the

antecedents of organizational resilience in order to enhance the overall
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business performance of the firms in the financial services industry in Sri
Lanka. In this conceptual model, sources of organizational resilience are
classified as resilient leadership, resilient organizational culture,
adaptation capacity, organizational capacity and managerial
capabilities. The proposed organizational resilience conceptual
framework will also pave the way for various theoretical and empirical

implications.

Key Words: organizational resilience, disruptive forces, adaptation
capacity, organizational and managerial capabilities, financial services

sector

1. Introduction

Resilience theory is a multifaceted field of study that has been dealt
with by sociologists, educators and many other parties over the past
few decades. Even though it has been evolving over the past 80 years, it
has enjoyed a renaissance in the recent few decades. It is said that the
emergence of resilience theory is directly associated with a decrease in
emphasis on pathology and an increase in emphasis on strengths (Rak
and Patterson, 1996). To put it simply, resilience theory argues that it’s
not the nature of adversity that is most important, but how we deal
with it successfully. It deals with the strengths that people and systems
demonstrate that enable them to overcome that adversity. Resilience
theory currently addresses various entities such as individuals,
families, communities, organizations and policies. The main focus of
this research study is the resilience associated with organizations
(especially business organizations), that is called “Organizational
Resilience (OR)”. According to Kantur and Say (2012), while the

concept of resilience is widely used and discussed in disaster and crisis
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management literature, the literature on OR is growing in a disjointed

manner in organizational studies.

According to Denyer (2017), OR is the strength of an organization to
anticipate, prepare for, respond and adapt to abrupt disruptions in
order to survive and prosper. Duchek (2020) suggests three successive
phases of the resilience process (see Figure 1) and argues that
organizations with resilient characteristics respond not only to the past
(reactive action) or to the current issues (concurrent action), but also

to the future (anticipatory action).

Proactive action Concurrent action Reactive action

Organizational Resilience

Anticipation Coping Adaptation
Preparation Accepting Change

Figure 1: A capability-based approach (simplified) for organizational
resilience

Source: Adapted from Duchek (2020)

Why has OR become a crucial topic today? Answering this question,
Kowsar et al (2019) assert that OR is one of the issues or topics that has
attracted expert attention in recent years, because of increasing
disruptions of the organizational processes with various political,
economic, social, natural and human crises. Madni and Jackson (2009)
describe two types of disruptions namely, 1) External Disruptions and
2) Systemic disruptions. The most common examples of external
disruptions are natural disasters, such as tsunamis, earthquakes, and

floods, and pandemics like COVID-19. On the other hand, a systemic
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disruption can be defined as a disruption that is relating to function,
capability or capacity and the sources of these disruptions encompass
human beings, automated systems, and various combinations of these
two. Apart from this classification, they also show a categorization
based on predictability, i.e. Predictable vs. Unpredictable Disruptions.
Thus, with a host of disruptive forces contributing consistently to a
dynamic and perhaps turbulent business environment, OR has gained

salience in recent years.

If we concentrate on the current situation, the entire world is
struggling with the COVID-19 pandemic that is influencing almost
every aspect of the world, including business organizations in various
industrial sectors. However, the direct repercussions of this pandemic
could be clearly observed in several industries such as health, financial

services.

The main concern of this study is the financial services industry and its
functions as the mechanism to provide financial services to individuals
and corporations in an economy. In Sri Lanka, the financial services
industry includes the regulatory authorities (i.e. Central Bank of Sri
Lanka) and other institutions such as commercial banks, specialized
banks, finance companies, leasing companies, insurance companies,
pension and provident funds, rural banks, thrift and credit co-operative
societies, primary dealers, stock brokers, securities market
intermediaries, and unit trusts (Central Bank of Sri Lanka, 2013).
According to its annual report, the Sri Lankan Central Bank (2019)
indicates that the financial services sector contributed approximately
14.2% of Sri Lanka's GDP in 2019. This sector is vulnerable to the
consequences of COVID-19 and, as a result of that organizations in the

financial services industry were compelled to adhere to strict policy

174



decisions taken by the government. Further, the traditional financial
institutions are forced to face the intensive competition created by
FinTech firms as those firms are coming up with new financial

solutions such as payment methods and applications, etc.

1.1 Research Problem and Objectives

To date, several studies have been performed by research scholars (e.g.
Pal et al, 2013; Kantur and Say, 2015; Kowsar et al, 2019; Morales et al,
2019) to identify the antecedents or sources of OR. Even though they
have been successful in coming up with a set of sources of resilience,
there is no consensus among their findings. Further, OR has been
studied extensively in other industrial contexts such as health care,
manufacturing, etc, but little or no attention has been paid to OR in
financial sector organizations. In other words, there is a lack of earlier
studies to investigate the more relevant and realistic sources of OR in
relation to the financial services landscape. Thus, we could identify a
niche or a gap in this research area and this situation led to the conduct
of a research study aiming to offer solutions for effective management
of extreme events in financial institutions by investigating the
antecedents or sources of OR. Accordingly, this study was carried out to
formulate a framework to better answer the problem “What are the key
predictors or sources of the concept of OR in the context of the financial
services industry of Sri Lanka?”

The major objectives of the study were, 1) to formulate a framework
that shows the concept of OR and its key predictors in the context of
the financial services industry and 2) to provide future researchers
with a model in their future research studies (they may adopt the same
model proposed by this study or adapt it with certain revisions

depending on their context-specific reasons).
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1.2 Scope of the Framework

The theoretical scope of this study consists of four independent
variables, one dependent variable and two controlled variables and a
detailed explanation of these variables are mentioned in the literature
review section of this paper. On the other hand, financial sector has
been selected as the empirical scope. As illustrated extensively in the
previous paragraphs, the financial services industry has undergone
fundamental changes in the past and with emerging disruptive forces,
that situation has been aggravated drastically. As a result of these
changes and forces, financial institutions have adjusted their

product/service offerings and have entered into new markets.

This paper has four sections. The next section describes the theoretical
background of OR and related concepts influencing it. The third section
presents the details of the research design under the methodology and

finally, conclusions and implications are given in the fourth section.

2. Literature Review

Enterprise resilience is a key capacity to guarantee enterprises’ long-
term continuity and researchers have identified over 70 disruptive
events and over 400 preventive actions (Sanchis, 2020). The Irish
Management Institute (2020) suggests that organizations can view
resilience through three stages; coping, adaptation and anticipation.
Denyer (2017) identified four ways of thinking about OR: preventive
management, mindfulness, performance enhancement and adaptive
innovation. Morales et al (2019) states that the organizational culture
has a high influence on the adaptability of organization to resilience.
Duchek (2020) proposes three consecutive phases of resilience

(anticipation, coping and adaptation) and offers an overview of the
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underlying capacities that together shape OR. Koronis and Ponis
(2018) highlight the need of strategic configurations towards the
construction of a resilience culture and development of supporting

social capital in organizations.

2.1 Resilience Dimensions

Similar to the other meanings of resilience, there are a variety of
concepts of resilience. Patterson and Kelleher (2005) identify three
dimensions of resilience: interpretation, resilience and action. The
perception aspect of resilience describes how people, families,
organizations and culture view current and potential adversity.
Resilience capacity is the capacity of individuals, communities,
organizations or societies to deal with adversity. Finally, actions refer
to those actions needed to become more resilient in the face of
adversity. A similar description of resilience dimensions is given by
Luthar et al. (2000) as a two-dimensional concept concerning the
visibility of adversity and the positive effects of the change of adversity.
In addition, researchers emphasize the interconnected processes -
between the person and the environment and between risk and
protective factors - as critical underpinnings for the creation of
resilience (Masten, 2001; Padron, Waxman, and Huang, 1999). A triadic
model of resilience is defined by Garmezy (1991) as Garmezy's Triadic
Model of Resilience, which is seen as a generally accepted ecological
framework for understanding the resilience cycle. Proposed by
McManus (2007), resilience related to organizations identified two
dimensions, namely planning and adaptive capacity. The dimension of
planning within OR consists of the following five indicators: planning
strategies, participation in exercises, proactive posture, capability and

capacity of external resources, and recovery priorities. When control
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variables are concerned, firm age and firm size have shown a
significant impact on organizational attributes (Ghafoorifard, 2014;

Kipesha, 2013).

The review of literature revealed that OR has a significant association
with the antecedents such as resilient leadership, resilient
organizational culture, adaptation capacity and organizational capacity

and managerial capabilities.

3. Methodology

A thorough review of more than 50 papers published in high-end
publications in the literature of organizational studies paved the way
for the identification of 26 variables and four main groups relating to
OR and finally, we observed that our identifications coincided with the
constructs of the predictor model introduced by Morales et al. (2019).
They had organized the constructs under two levels, namely, the
organizational level and the individual level. However, our focus during
this study was only on the constructs at the organizational level.
Accordingly, we could identify four main and more context-specific
sources of OR. They are resilient leadership, resilient organizational
culture, adaptation capacity and organizational capacity, and
managerial capabilities. Thereafter, the industrial applicability of the
selected four constructs was further confirmed through three interview
discussions conducted with three experts in the financial services
industry. Apart from these four variables, two control variables have
been newly introduced as their unchanging state allows the
relationships between the other variables to be tested in order to be
better realized. This study adopted review and syntheses of literature

with a content analysis procedure to identify the key constructs,
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variables and their relationships, which gave rise to the conceptual

framework described in the following section.

3.1 Proposed Conceptual Framework
In Figure 2, the proposed conceptual framework (theoretical model) to
represent the relationships among the selected antecedents or sources

and the central concept OR at the firm level is shown.

Resilient Leadership HI:
(RL) ’
Resilient Organizational Culture H2:
(0C) - -
Organizational
Resilience
(OR)
Adaptation Capacity
(AQ) U
Organizational Capacity and - -
Managerial Capabilities (OCM) Firm Size HS:
| Firm Age | | H6: |

Figure 2: The conceptual framework (primary model) proposed for
organizational resilience and its antecedents at organizational level
Source: Developed by Authors based on literature review

3.2 Measurement of the Variables (Operationalization of
constructs)

Hypotheses of the study (Hypothesis development)

Based on the conceptual framework developed in Figure 2 above, the
following hypotheses could be derived:

H1: RL is a significant predictor of OR.

H2: OC is a significant predictor of OR.

H3: AC is a significant predictor of OR.

H4: OCM is a significant predictor of OR.

In addition to these main hypotheses, the following sub-hypotheses
could also be shown with regard to the controlled variables as they

play a pivotal role in any organization-based study.
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H5: Firm size has a significant impact on OR.

H6: Firm age has a significant impact on OR.

The constructs used in this study are operationalized as shown in Table
1.

Tablel: Operationalization of constructs

Construct Dimensions Indicators Sources
Resilient Vision sharing Management’s enthusiasm towards the Morales et
Leadership company philosophy and goal setting al.(2019)

Personnel’s expectation about
management’s effectiveness during a

crisis

Management leading through example

Leadership Leaders’ precision and clarity when Morales et

communicating al.(2019)

Leaders’ behavior as teachers and

coaches

Leaders are back and ready to work and
go beyond the interests of the leader, for
the good of the team and the

organization.

Leaders think and behave creatively to
be confident of the success of the
company and demonstrate their

devotion to the philosophy of the

company
Management of Employees are assured that the goals Morales et
change set for recovery will be sufficient al.(2019)

Leaders speak frankly about crisis

situations and all kinds of disturbances

The organization has the potential to
rapidly adjust normal business
practices to adapt to a crisis or

disruptive event

Leaders are mindful of the strengths of
individuals and actively encourage their

growth and use of their personal
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capabilities

Resilient
Organization

al Culture

Perspective

network

Management establishes long-term
relationships with vendors and loyally

handles clients

Morales et

al.(2019)

In the case of a disaster, the corporation
will receive assistance from other areas

of the business, money and plans

The business is developing partnerships
with other organizations to improve

and grow the industry

Personnel are aware of the need to
improve the manufacturing sector and

to build barriers to avoid new entrances

Staff will take time out of their working

day to learn how to respond to a crisis

Compromise
and

involvement

Resources are continually devoted to
the training and retraining of workers
in order to operate the technical
infrastructure effectively in the event of

an emergency

Morales et

al.(2019)

The company has a sense of cohesion
that has deeply ingrained feelings of

confidence and well-being

Employees of the business are allowed
to switch between various departments

or seek new roles to gain experience

Adaptation
Capacity

The company is diligent in improving its

plans

Morales et

al.(2019)

The company shall identify and review
methods for the management of

disturbances

The company has ample preparation to
draw up maps and roadmaps to handle

risks

The agency has a range of policies with
a diverse perspective on coping with

emergencies

The company has the potential to

restructure itself in the event of a crisis

The company is capable of dealing with
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complicated problems with the

intention of taking advantage of them

The company handles danger
adequately after the disturbance and

ensures a smooth operation

Within the company, you collaborate
with all the employees, irrespective of
departmental boundaries, to get the job

done

In the event of issues, decision-makers

have sufficient and timely details

Many of the areas are very autonomous

and capable of making decisions.

Organization  Functions and
al Capacity responsibilities
and

Managerial

Capabilities

Leaders are aware of financial risks and
possible benefits resulting from
insurance and other forms of financial

assistance in the event of a crisis

Morales et
al.(2019)

Someone pays attention every day to
what happens in the world where the

organization is located

Workers with authority shall always be

available in the event of disturbance

Company-wide staff is familiar with

projects outside their own jobs

Innovation and

creativity

Leaders build a philosophy and
corporate culture that is passionate
about challenges, pursuing resilience,
versatility in adaptation, creativity and

strategy

Morales et
al.(2019)

The culture of the company is
optimistic, creative, emotional and

smart leaders

The company helps its staff and

encourages creativity and risk-taking

Organization  Robustness

al Resilience

Standing straight and preserving its

position

Success in generating diverse solutions

Showing resistance to the end in order

not to lose

Not giving up and continuing its path

Kanturand Say
(2015)
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Agility Rapidly taking action

Developing alternatives in order to

benefit from negative circumstances

Agility in taking required action when

needed

Integrity A place where all the employees are
engaged to do what is required from

them

Success in acting as a whole with all of

its employees

Firm size Total assets Kipesha (2013),
Ghafoorifard
(2014)

Firm age Number of years since commencement Kipesha (2013)

Source: Developed by Authors based on literature review

4. Conclusions and Implications

One of the main objectives of the study was to formulate a framework
that shows the concept of OR and its key predictors in the context of
the financial services industry and that task has already been
accomplished. The second main objective was to provide the future
researchers with a model in their future research studies and we
believe that this will be available to them for their applications, once
this paper is published. Therefore, we could conclude that through the
compilation of this paper, we were able to bridge a gap in the discipline
of OR with a special reference to the financial services sector including

banks, finance companies, leasing companies and so on.

Our proposed framework model has theoretical and practical
implications for both researchers and practitioners. For researchers,
this model suggests the types of the variables that need to be included

in future empirical tests of the relationship between antecedents and
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OR, especially in the financial services industry. Further, the model
extends understanding of the controlling effect of firm size and firm age
on the main outcome variable. Practitioners, on the other hand, could
use the proposed model to refine their thinking pattern and mindset
about the concept of OR and its constituents. The main contribution of
this paper is to encourage managers to take a due consideration on the

relationship between underlying key factors and OR.

When it comes to the limitations of this study, the conceptual
framework proposed by this paper has not been proved yet by
collecting empirical data. In order to prove the model, it is needed to
perform some empirical studies in the future. Based on our
recommended model and earlier research studies, research hypotheses
are established. Therefore, the next step of this study is to design a
questionnaire based on the operationalization table presented, which
will be applied for pilot study data collection in Sri Lankan financial
services sector. Therefore, the researchers as well as practitioners will
have more empirical evidence associated to the fundamental theory
behind the OR, thereby improving understanding of the relationships
among key concepts. The above model could be taken as a preliminary
idea, especially since the impact of each construct needs to be
determined, and the overall follow-up also needs to be adjusted,

refined and improved in work by future researchers.
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