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Abstract 
 
In times of crisis, such as the situation triggered by the Covid-19 pandemic, but 
also in times of disruption, managers tend to claim that they should “innovate 
their business model” or that “business model innovation is a priority”. In this 
article I propose that such a claim does not refer to the more “normal” idea of 
innovating the business model intended as the architecture of value creation, 
delivery and capture of a firm. Rather, I propose that such a claim stands for a 
metaphor of the idea that “the known way of doing things is going to be soon 
no longer valid, but we do not know how or when”. From a managerial 
standpoint, it is the surface manifestation of the perception of a challenging and 
perhaps even unpleasant situation. It refers to the situation in which 
management “feels” or “perceives” (perhaps implicitly) that – largely because of 
external changes - the known way of doing things is soon going to be no longer 
sufficient, but at the same time, that the timing and direction of change is highly 
unclear. Building on insights from my latest research on the business model, 
from the study of uncertainty in management and entrepreneurship and from 
ideas in crisis management, I offer different insights on how to think about 
business model innovation in times of crisis.  
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Executive Summary 
 
The Covid-19 Pandemic, that has exploded in China and then 
progressively spread from Europe to the US all over the world, has 
come as a surprise to many. Even countries that had the privilege of 
not being invaded by the pandemic first – and could therefore 
observe its likely consequences on neighbor countries – found 
themselves caught somehow unprepared, at least to some extent.  
 
Among other things, the Covid-19 Pandemic has altered the way we 
live and triggered a condition whose medium to long-term 
consequences are largely unknown, and perhaps even unknowable. 
Simply put, we do not know what the future is going to look like.  
 
VUCA, the acronym of Volatile, Uncertain, Complex and Ambiguous, 
may be a term that has its origins in the military, but seems to be 
characterizing pretty well the world we currently live in.  
 
Reference to the term the world as opposed to terms which are more 
common in business parlance, such as markets or industry(ies), is a 
deliberate choice that I am making with a precise aim in mind. To 
introduce and underline the idea that the level of uncertainty we are 
experiencing is not an industry, a market or a business 
phenomenon, even if the impact across industries, markets and 
businesses – both positive and negative - is quite visible.  
 
While I agree that markets and industries are increasingly VUCA, I 
also believe that the current level of uncertainty is somehow different 
than a mere market uncertainty. Among other things for its impacts 
on civil society, societal institutions and the world at large. If what I 
am saying is true, thinking in terms of VUCA markets instead of a 
VUCA “world” (or, I could have said, “society”) may be misleading.  
 
The situation we are confronted with is, first a foremost, a 
humanitarian or a “human” one, before a merely macro-economic 
one. Among other things, we may have lost a vision for the future 
not only in terms of how business or the economy is going to thrive 
but, also, in terms of more “normal” human affairs – nobody knows 
what will happen in few months from now. And this may have 
profound effects, even if subtle, on human psychology and, as a 
consequence, on individual as well as collective behavior. 
 
In the university in which I work, and I have no intention to say this 
as a negative judgment, information about teaching, students, 
lectures, use of spaces and the like, changes almost on a weekly 
basis, or simply does not arrive. From March 2020 onwards, the 
university has done a tremendous job in ensuring the safety of all the 
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staff and students and – has done a tremendous job - in securing 
continuity of operations, including lectures, exams, access to labs 
for experiments and granting of academic titles, just to mention few. 
Despite this remarkable effort, as said, we – the staff, the students 
and the respective families - still operate in a situation in which 
information is fragmented, sometimes missing, sometimes 
contradictory, other-times vague. In addition to this, our students do 
not know if they will find an internship to complete their studies, and 
later if they will be offered a job.  
Those colleagues who have young kids are often in trouble – not 
knowing if and how schools and kindergarten will operate and, as a 
consequence, how they could organize to adapt.  
All this state of affairs is making many of us – and this is a personal 
observation coming from my direct experience and not a proven fact 
with any right to generalizability – somehow less enthusiastic, less 
optimistic, other times anxious or even stressed. 
And, I think, in many cases we have not yet fully internalized this 
possibility – that the general level of uncertainty we are encountering 
has important, yet difficult to understand, consequences on many 
levels, including, first and foremost, psychological ones. 
 
In this sense, the situation we are confronted with resembles that 
one of a crisis. A useful definition could be the following:  
 
A low-probability, high-impact situation that is perceived by critical 
stakeholders to threaten the status quo and that is subjectively 
experienced by these individuals as personally and socially 
threatening. Ambiguity of cause, effect, and means of resolution of 
the crisis may lead to disillusionment or loss of psychic and shared 
meaning, as well as to the shattering of commonly held beliefs and 
values and individuals’ basic assumptions.2 
 
In presence of a crisis such as the one we are confronted with, it 
may be useful to explicitly distinguish what was, what is and what 
will be. There was some prior order and stability. There is now 
considerable uncertainty and constantly shifting conditions. There 
will be a new state of affairs, often referred to as “new normal”. 
We may have passed a first acute phase and we may have entered 
a chronic phase, between the end of the spiring and the summer 
2020, in which things have appeared to be slightly more stable. But 
things are shifting again. At the time of writing this article we (Europe 
particularly but the world in general) are confronted with a new wave 

 
 
2 Adapted from the definition provided by Pearson, C. M., & Clair, J. A. (1998). 
Reframing crisis management. Academy of management review, 23(1), 59-76. 
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of infections which is spanning across Europe, leading to political 
and policy decisions across different countries, with significant 
impact on society, economy and the conduct of business. Nobody 
knows what the future is going to look like in few months from now. 
 
In a nutshell we are confronted with what for many may be 
constituting an unprecedented state of uncertainty. 
 
If what I am saying is true, then keep pushing on business as usual 
is not a very good idea. Even businesses that may have been only 
marginally hit by the macro-economic conditions triggered by the 
crisis, have no guarantee that their current business model will 
remain viable. In fact, many managers have realized that, and 
variously claimed that innovating their business model is a priority. 
On the other hand, one should also realize the moments 
characterized by tectonic changes, such as the one business is 
currently confronted with, tend to open up entirely new 
opportunities. But being able to see and capture possible new 
emerging opportunities requires alertness, understanding of the 
shifting conductions and preparedness to experiment and innovate. 
All together this suggests that the current situation should be 
managed proactively (as opposed to passively) and diligently (as 
opposed to in an improvisational way).  
 
Building on these general premises, this article aims at offering the 
reader a number of insights related to business model innovation in 
uncertain times.   
My goal is not that one indicating a pathway that would offer precise, 
or even context dependent, answers to practical and or operational 
questions on how to approach business model innovation. This 
would largely fall into the domain of “what to do”, which would work 
well withing the boundaries of structured and contextualized 
consulting project. This is not what this article, in the way I have 
conceived it, is about.  
Rather my goal is that one of offering a number of insights from the 
study of complexity, the study of uncertainty in organization theory, 
and the study of business model innovation, that would inspire “How 
to Think” about the current situation.  
 
In this sense, my proposed approach is consistent with Albert 
Einstein provocative say “If I had an hour to solve a problem, I'd 
spend 55 minutes thinking about the problem and five minutes 
thinking about solutions.” 
How to think (about the nature of the situation) may well be as 
important than what to do.  
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This article offers the following main insights related to how to think 
about business model innovation in times of crisis and uncertainty. 
 
 

• There are two ways to think about a business model.  
 

• The first, more classic, is as the logic – or the architecture - 
of value creation, delivery and capture that firms employ to 
do business. This way of thinking about business models is 
appropriate when thinking about how companies such as 
Ryanair, Ikea, Apple, but also less spectacular ones, such 
as Hilti, Bosch, or Caterpillar have reinvented value for 
customers, creating fundamentally new value propositions 
and growing their business proactively. The second one, is 
an understanding of business model as the “known way of 
doing things”, a concept similar to Peter Drucker’s Theory 
of the Business or to the notion of a Dominant Logic. The 
“known way of doing things” refers to the overall knowledge 
of the company, what the company KNOWS, what it is 
familiar with and what the company understands. For 
example, the (known) customers, the (known) sales 
channels, the known marketing model, the known way of 
pricing, the (known) customer needs or the known ways of 
solving them. They are both possible manifestations of 
business model, as I have illustrated with my colleagues 
Chris Tucci (Imperial College) and Alan Afuah (Michigan 
State University) in a study appeared on the Academy of 
Management Annals3. But they are different interpretations 
which subtend a very important distinction.   

 
• Often, when managers claim that “business model 

innovation is a priority” they implicitly refer to the second 
understanding. In this case, the claim “business model 
innovation is a priority” stands for a metaphor of the idea 
that “the known way of doing things is going to be soon no 
longer valid, but we do not know how or when”. From a 
managerial standpoint, it is the surface manifestation of the 
perception of a challenging and perhaps even unpleasant 
situation. It refers to the situation in which management 
“feels” or “perceives” (perhaps implicitly) that – largely 
because of external changes - the known way of doing 
things is soon going to be no longer sufficient, but at the 

 
 
3 Massa, L., Tucci, C. L., & Afuah, A. (2017). A critical assessment of business 
model research. Academy of Management Annals, 11(1), 73-104. 
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same time, that the timing and direction of change is highly 
unclear. This is the appropriate way of thinking about 
business models in presence of a crisis, which is as the 
“known way of doing things” that worked in a world of 
relative predictability and stability. Because of a crisis, and 
the changes it triggers, that “known way of doing things” 
may not be valid anymore. The “New normal” may require 
a new way of doing things – different from the current one. 
And yet nobody knows which one.     

 
• What to do? First of all, we need to think correctly about the 

nature of the situation and understand what type of 
approach it may command. The Cynefin framework is a tool 
that allows to appreciate the existence of different type of 
contexts-domains and the appropriateness of different 
types of responses to each. The Cynefin framework 
suggests that the situation or context triggered by the 
Covid-19 pandemic could be seen, as a first approximation, 
as emerging at the intersection between a Chaotic and the 
Complex contexts. Appropriate responses should therefore 
be found considering what works in these contexts. 

 
• How can we think about Chaotic/Complex contexts? As a 

pragmatic short-cut, one way to think about the 
chaotic/complex context is to think in terms of uncertainty. 
In turn a practical way to think about uncertainty is as a 
condition in which one has a lot of assumptions but very few 
facts. In presence of uncertainty, ‘being wrong’, intended as 
not being able to realize the (perceived) desired outcome as 
a consequence of an action, is the norm more than the 
exception. And one cannot avoid being wrong with upfront 
analysis, because analysis rests on facts, which are not 
available. This has an important implication. To the extent 
that the situation brought in by the Covid-19 pandemic is 
characterized by considerable uncertainty, management 
should consider to organize for putting in place innovative 
initiatives and procedures to 1) make assumptions explicit 
and formulate hypothesis (for example about future state, 
customer behavior, etc.) and 2) test assumptions, which is 
conduct peripheral experiments to understand if 
assumptions holds and learn in the process. This also 
allows to constantly “probe” into an unknown future, a form 
of constant experimentation and peripheral motion that 
provides a foundation for “dancing” with a constantly 
shifting context. All this, turn, means being able to 
experiment, learn in a deliberate way, constantly, fast and 



 
 

 
                     Copyright © Business Design Lab          
8 
                        www.business-designlab.com   

 
 
Business Design Lab 
Business School 
Aalborg University 
Working paper 
06 / 2020 
Rev.Nov 2020 

cheaply, so as to navigate uncertainty successfully, 
perhaps even turning it into an opportunity for innovation.  

 
• The idea of uncertainty and the idea of the ratio between 

assumption and knowledge-facts is useful but mostly put 
emphasis on the external contexts. they say very little about 
the organization. One way to bring the organization into the 
picture is to consider the notion of a crisis, here intended as 
a “lens”, again a way of thinking about the current situation. 
 
A useful definition from the received literature is the 
following:  

 
“An organizational crisis is a low-probability, high-impact 
situation that is perceived by critical stakeholders to 
threaten the viability of the organization and that is 
subjectively experienced by these individuals as personally 
and socially threatening. Ambiguity of cause, effect, and 
means of resolution of the organizational crisis will lead to 
disillusionment or loss of psychic and shared meaning, as 
well as to the shattering of commonly held beliefs and values 
and individuals’ basic assumptions.” 

 
This definition suggests that 1) all stakeholders are 
impacted by a crisis (as a consequence, dialogue with 
stakeholders is important), 2) that a crisis is subjectively 
experienced 3) that it is a psychologically stressful situation 
which comes with 4) disillusionment and 5) loss of shared 
meaning.  

 
Such a definition provides a basis for more explicitly 
acknowledging the nature of the impact of a crisis on the 
socio-behavioural aspects of an organization, emphasizing 
the human dimension (as opposed to the market or 
business ones) and indirectly emphasizing the importance 
of leadership, dialogue and stakeholder engagement. Even 
if not discussed here, both the definition of a crisis as well 
as the definition I have provided of uncertainty indirectly 
highlight the importance of a clearly defined identity for the 
firm and shared purpose. It is in moments of higher 
uncertainty that a sense of identity and purpose can offer 
an anchor, a lighthouse that would give some sense of 
direction and guidance and also a common ground, a 
foundation on which to build, hopefully avoiding the risk of 
becoming dogmatic.    
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• Finally, it is important to acknowledge that a crisis is a 
phenomenon subject to an evolution over time. Thus, it is 
important to distinguishing between what was (a situation 
of stability or at least a situation in which the known way of 
doing things worked, to some degree), what is (a situation 
of uncertainty) and what will be (a novel situation, most likely 
different from what was before). The literature in crisis 
management suggests that after an acute phase, which 
delimits the beginning of the phenomenon, a crisis tends to 
unfold along a chronic phase before evolving towards a new 
state of stability. In this sense, the Covid crisis we are 
currently facing could be considered as 1) having passed 
an acute phase, 2) having evolved into a chronic phase - 
perhaps interrupted by new acute phases if, for example, 
lockdowns are commanded again, and 3) slowly evolving 
towards a new state of affairs, a “new normal” whose 
characteristics are largely unknown. This fact increases, 
once more, the importance of considering the appropriate 
modes of organizing and modes of decision making in 
presence of uncertainty.   

 
 
These ideas, the idea of the Covid-19 pandemic potentially 
challenging firms business models intended as the known way of 
doing things and the idea of the Covid-19 triggering a lot of 
uncertainty and psychological consequences on individuals and 
stakeholders, may put a premium on companies’ ability to manage 
this situation proactively. Hoping for continuing business as usual, 
now or in the future, may be potentially risky. Perhaps more 
importantly, it can preclude the ability to identify innovation 
opportunities coming from the new state of affairs.  
 
Hopefully the various ideas offered in this article can act as a 
catalysis, a starting point for devising inspiring robust and logically 
sound conversations focused on devising strategies and 
interventions to manage the current challenging situation so as to 
turn it into an opportunity.  
 
Clearly how to think is far from being sufficient; quite the contrary. 
It rather should be considered as necessary or at least desirable, 
yet not sufficient, step towards starting to manage the situation 
triggered by the Covid-19, and many other VUCA situations, in a 
diligent and proactive way. Other steps would include, for 
example, the analysis of the impact on different areas of the 
business, particularly for diversified businesses with several 
strategic business units;  identification of new opportunities that 
are opening up; identification of criteria to prioritize among them 
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(attractiveness analysis); and how to organize (teams, including the 
right mix of mindsets, reward systems and methods, including 
strategy sprints, design thinking, real option reasoning, etc.). 
These are a lot of topics, which involve a lot of knowledge and, 
also, a lot of work. More importantly, these topics subsume 
capabilities which many established firms, which are organized 
around the efficient exploitation of their existing business, do not 
necessarily possess. This is a bit challenge but also a great 
opportunity. The invincible companies, to paraphrase Alex 
Osterwalder, are those that have learned – or will learn – to manage 
uncertainty diligently and systematically while running their 
existing business efficiently. All this is object of a lot of my and 
others’ work at the nexus between strategy, innovation and 
complexity, but due to space limitations they are not discussed 
here. My hope is that the absence of easy, readily available, “what 
to dos” and the focus on how to think about the current situation 
will still catalyze the right conversations, projects and actions and 
not discourage them.  
 
 
 
Business Model Innovation 
 
A business model can be generally defined as the logic for value 
creation, delivery and capture that a firm employs as it goes to 
market4. 
 
Organizations have always operated according to some logic of 
value creation, delivery and capture, which means companies 
have always had a business model. However, the need to more 
explicitly study such a logic, and also the need to start to refer to 
such a logic in practice, emerged only recently, according to many, 
in the mid 1990s. The main reason is that before that time firms 
tended to operate according to largely similar logics. It is only 
recently, with the advent of the Internet – as well as other changes 

 
 
4 While what makes a business model – what specific components it comprises 
and how to represent it - is subject to continuous debate, there is some 
agreement that, at a general level, a business model refers to how an 
organisation creates, deliver and captures value. E.g., see Massa, L., Tucci, C. 
L., & Afuah, A. (2017). A critical assessment of business model 
research. Academy of Management Annals, 11(1), 73-104. Teece, D. J. (2010). 
Business models, business strategy and innovation. Long range planning, 43(2-
3), 172-194. Foss, N. J., & Saebi, T. (2017). Fifteen years of research on business 
model innovation: How far have we come, and where should we go? Journal of 
Management, 43(1), 200-227. 

 



 
 

 
                     Copyright © Business Design Lab          
11 
                        www.business-designlab.com   

 
 
Business Design Lab 
Business School 
Aalborg University 
Working paper 
06 / 2020 
Rev.Nov 2020 

- that firms started to employ different logics for value creation and 
capture, leading to popularity of the business model.   
 
Companies adopting innovative business models may provide a 
product for free and make money elsewhere (for example, 
Facebook and other platforms), or offer a free, reduced-feature 
version of their service to make money with a premium version (for 
example, the freemium models adopted by firms such as Dropbox 
or Adobe). 
 
These are just simple examples, but they explain decently the core 
idea. Firms can go to market employing different logics for value 
creation, delivery and capture, even in the same product–market 
space. 
 
These very simple examples also suggest another consideration.  
The business model represents a dimension of innovation in and 
of itself. It is different and complementary to other dimension of 
innovation such as the product, the processes or the organization 
itself (See Figure 1).  
 
 

 
 
Figure 1 – the business model and dimension of innovation. 
Adapted from  
Massa & Tucci, forthcoming. Innovation and Business Models. 
Oxford Encyclopedia of Business and Management. 
 
 

0 

In
no

va
tio

n 
di

m
en

si
on

s 

Scope of innovation – innovation boundaries 

Product / Service 
Innovation 

Local Systemic 

Process  
Innovation 

Organizational 
Innovation 

Business Model Innovation 



 
 

 
                     Copyright © Business Design Lab          
12 
                        www.business-designlab.com   

 
 
Business Design Lab 
Business School 
Aalborg University 
Working paper 
06 / 2020 
Rev.Nov 2020 

To claim that a business model is a dimension of innovation is to 
also claim that there is a lot of innovation which does not involve 
business model innovation. For example, companies can focus on 
“more normal” dimensions of innovation, such as product 
innovation (New Product Development) or service innovation, or 
process innovation (e.g., business process engineering), or 
organizational innovation (e.g., organizational design, matrix other 
structures, etc.), and do all this leaving the existing business model 
untouched.  
Conversely it also means that innovating a business model may 
contemplate going beyond product, process or organizational 
innovation and change the “the logic of doing business”. 
Oversimplifying slightly, innovating a business model means 
changing the logic of value creation, delivery and capture that a 
company adopts as to goes to market. For example, when 
construction tools producer Hilti moved from selling its tools to sell 
“access to tools” (fundamentally renting them – a shift which is 
also referred to as servitization or Product-Service System) it 
innovated its business model (in addition to innovating the 
processes, etc.). Similarly, when Ryanair introduced the low-cost 
model in the European market it fundamentally introduced a new 
business model5. Sometimes business model innovation is 
required in order to capture opportunities emerging from new 
technologies, most notably digital technologies. For example, 
Bosch AG is investing heavily to become an Internet of Things (IoT) 
company. Among other things, the company has realized that this 
shift may require innovating their business model or designing 
entirely new ones, if the company is to profit from the opportunities 
opened by IoT6. In fact, Bosch has established collaborations with 
the Universities of St. Gallen and ETZ (Zurich) to explore new 
business models related to applications of IoT in relationship to 
products such as bicycles or connected buildings, just to mention 
some7. Digital technologies and IoT may provide the technical 
opportunity to create “connected buildings” but without an 

 
 
5 E.g., see for example Casadesus-Masanell, R., & Ricart, J. E. (2010). From 
strategy to business models and onto tactics. Long Range Planning 43 (2-3), 
195-215. Massa, L. & Hacklin, F. (forthcoming). Business Model Innovation in 
Incumbent Firms: Cognition and Visual Representation, in Sund,K.J. 
Galavan,R.J. & Bogers, M. (eds), Business Model and Cognition, Emerald 
Publishing. 

 
6 Personal interviews with managers at Bosch innovation campus at 
Renningen, Sept 2018 
 
7 E.g., see https://blog.bosch-si.com/internetofthings/innovation-lab-explores-
iot-business-models/ 
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appropriate business model this risks remaining and attractive 
idea which is not economically viable.  
 
Business models have attracted interest and have been object of 
extensive business writing because they have potentially very 
notable consequences. Innovative business models can become 
source of disruption and vehicles for novel offerings that reinvent 
value to customers as opposed to more incrementally adding 
value8. They can redefine entire industries and, also, have the 
ability to support unlocking an organizations ability contribute to 
create sustainable value. All these considerations have catalyzed 
interest for business models and a tendency to frame business 
models as important means for growth, innovation and 
competitive advantage. 
 
Overall one could say that there is a line of thinking (and indeed of 
research) that refers to the business model as the logic of value 
creation, delivery and capture that tends to implicitly assume a 
proactive perspective on business model innovation. 
 
Beyond this, there is a second possible way of thinking about 
business models and business model innovation which is i) less 
discussed (and possibly not even fully recognized) and ii) very 
relevant to the objectives of this article. The starting point to 
appreciate this second possible way of thinking about business 
models is the recognition that in times of change, uncertainty or 
evolution, there is a tendency by managers to claim that they that 
innovating their respective business model is a priority9.  
 
Why do managers, in time of change, uncertainty and evolution 
often claim that innovating their business model is a priority?  
What is it meant by that? 
 
Our previous discussion on the business model may lead one to 
think that the idea of changing the business model corresponds to 
the idea of changing the “logic of value creation, delivery and 
capture” or to the idea of “innovating on the fourth dimension of 
innovation” as illustrated in Figure 1, perhaps by introducing 

 
 
8 Norman, R. and Ramirez, R. (1993), “From value chain to value constellation: 
designing interactive strategy”, Harvard Business Review, July-August, pp. 
65-77. 
 
9 See for example Amit, R., & Zott, C. (2012). Creating Value Through Business 
Model Innovation. MIT Sloan Management Review, 53(3), 41. 
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subscription models, freemium models, or razors and blades (i.e., 
cheap core products and rather expensive disposable). 
 
This is reasonable and indeed it corresponds to how business 
model innovation is generally understood. However, I argue, such 
an understanding of business model innovation is not appropriate 
in this case.  
 
As I have suggested elsewhere10, the claim that “innovating our 
business model is a priority” (particularly in reference to uncertain 
times) should be better thought as a metaphor, a way to express 
the managerial perception that “The known way of doing things – 
our know model for doing business - is going to be no longer 
valid”.  
  
This is an important consideration and very relevant for our 
objectives. First of all, it is a defensive, reactive claim which 
recognizes the need for innovation, in face of external, largely 
exogenous, changes. Notice that here we talk about the need for 
innovation and not the option or the possibility of innovation. 
Second, the business model, in such a claim, stands for the 
“known way of doing things”, a kind of an implicit mental model, a 
high-level heuristic logic explaining how to do business in a given 
context. This is pretty different from an understanding of the 
business model as the logic of value creation, delivery and 
capture. 
 
How does this known way of doing things look like?  
Once more, I cannot answer this question in detail. Doing that 
would require me to dig into the interpretation of a business 
models as a mental model or a dominant logic11 which I prefer to 
avoid. But I can provide an intuition which hopefully is sufficient for 
the objectives of this contribution: the “known way of doing things” 
refers to the overall knowledge of the company, what the company 
KNOWS, what the is familiar with and what the company 
understands. For example, the (known) customers, the (known) 
sales channels, the known marketing model, the know way of 
pricing, the (known) customer needs or the known ways of solving 
them. This is different, even if related, from the first understanding 
of the business model which I have offered. And it is this difference 

 
 
10 Massa, L. Tucci, C. Forthcoming. Innovation and Business Models, in Oxford 
Encyclopedia on Business and Management. 
 
11 The interested reader can refer to Massa, Tucci and Afuah., 2017, Ibid. 
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that matters to the objectives of this article. Our focus should be 
on the second interpretation. 
 
 
Summary 
 
At a general level a business model refers to the logic of value 
creation, delivery and capture that a company employs. Firms, 
even in the same (or similar) product-market segments, may 
operate with different business models. In other words, companies 
go to market employing different business models. Innovating a 
business model means to innovate in such a way so as to change 
the core logic of doing business. This is what is generally meant 
with business model innovation in proactive terms, which 
corresponds to when business models are considered in light of 
growth opportunities, improvements or even disruption. For 
example, Ryanair is considered to be the first company to 
introduce a new business model (later copied) in the European 
airline industry. Similarly IKEA is often quoted for a case of 
business model innovation in the furniture business. Etc. Business 
model innovation can also refer to the design of a system to 
connect innovative technologies to the realization of economic 
outputs in markets, such as is happening with IoT and digital 
technologies in general.  
 
However, this understanding of business model innovation as 
innovating the logic of value creation, delivery and capture (or 
designing one from scratch), is not what is meant with business 
model innovation when managers claim that in presence of 
uncertainty “innovating a business model is a priority”. In such a 
case, business model innovation is framed in reactive terms. In 
such a case, the claim that business model innovation is a priority 
stands for a metaphor of the idea that “the known way of doing 
things is going to be soon no longer valid, but we do now know 
how or when”. 
  
This second understanding of the business model as the known 
way of doing things is more appropriate for the objectives of this 
paper. From a managerial standpoint, it is the surface manifestation 
of the perception of a challenging and perhaps even unpleasant 
situation. It refers to the situation in which management “feels” or 
“perceive” (perhaps implicitly) that what the know way of doing 
things is soon going to be no longer sufficient, but at the same 
time, that the timing and direction of change is highly unclear. 
The problem with not knowing (when and in what terms) is that it 
makes it difficult to act. It is difficult to act when the direction is not 
clear or feels not clear. And yet, management should still do 
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something, possibly avoiding keeping doing (only) what it has been 
doing in the past, which is a classic copying mechanism in 
presence of uncertainty.  
 
How to approach such a situation, i.e., a situation in which you 
know you should be doing something to move beyond the known 
way of doing things, but you do not know what (or when)? 
 
This is where the idea of different contexts kicks in. 
 
 
 
Different types of contexts – the Cynefin framework 
 
Management is confronted with different types of context 
(domains or challenges). It is important to recognize the existence 
of these types of contexts, also referred to as ‘environments’ (or 
domains, or challenges) because each requires different types of 
responses, including models of decision-making, actions and 
initiatives.  
 
There is a long tradition in the management literature in 
relationship to responses – adaptation to changing environmental 
conditions.  
In an attempt to characterize different environments and context, 
organization theorists and strategy thinkers have adopted different 
terms and concepts. For example, the terms velocity or turbulence 
have been generally employed for capturing environments in 
which market opportunities are constantly shifting12, such as in the 
electronic industry. Similarly, the notion of complexity has been 
adopted as a ‘measure’ of  the number of items in an environment 
that must be dealt with simultaneously – with the idea that the 
higher the number the most complex the environment13. Another 
term that has been used, perhaps with some popularity in the 
practitioners-oriented literature is that one of tectonic changes, to 
capture large, perhaps unexpected events triggering large 
changes and conditions of uncertainty in an organization’s 
external environment. Independently of these differences, we can 
say that the literature in management, both strategy, organization 
theory and organization design, have variously highlighted the 

 
 
12 Brown, S. L., & Eisenhardt, K. M. (1997). The art of continuous change: Linking 
complexity theory and time-paced evolution in relentlessly shifting 
organizations. Administrative science quarterly, 1-34. 
 
13 E.g., see  Scott, 2000; Scott & Gerald 2007; Davis, Eisenhardt & Bingham, 2009. 
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existence of different contexts – environments and the 
appropriateness of different type of managerial approaches to deal 
with them. What works well in one context does not in another and 
vice versa. 
 
A possibly very helpful, in the sense of not overly complicated and 
relatively actionable, distinction between different types of context 
has been developed by Dave Snowden when at IBM Global 
Services. Building on and integrating ideas and insights from 
systems theory, complexity theory, network theories and learning 
theories, Snowden proposed a framework, known as the Cynefin 
framework14, which suggests distinguishing among four types of 
contexts or domains, largely on the basis of degrees of “order / 
disorder” in a context.  
 
The first context or domains is termed simple (later Snowden 
eventually suggested the term Clear)15. It captures highly 
processed oriented situations and simple tasks in which things are 
relatively easy to understand and know. In fact, it has also been 
referred to as the domain of the “known knowns”. Cause and 
effect are relatively simple to understand (non-ambiguous 
causality) and it is easy to draw boundaries around the context – 
domain. Examples include stable, predictable environment and 
industries, but also tasks and challenges such as processing bank 
payments, manufacturing and other processes that are easy to 
automate – largely because they are sufficiently clear to “teach a 
computer how to deal with them”. These contexts benefit from an 
approach to decision making which is relatively standard: Sense, 
categorize, and act, which is largely what we do when engaging in 
‘more normal’ decision making in many aspects of organizational 
life. It is the domain of best practice. 
 
The second type of context is complicated. We can think about it 
by reflecting on the medical profession, at least in part. Medical 
doctors deal with the human body which could be considered a 
complicated context. There is still some form of underlying, 
discoverable cause and effect behind events such as diseases, but 
such cause-effect relationship is often not evident at the beginning 
(doctors deal with symptoms first and have to conduct extensive 
problem diagnosis to understand what drives the symthoms). Also, 

 
 
14 Snowden, D. J., & Boone, M. E. (2007). A leader's framework for decision 
making. Harvard business review, 85(11), 68. 

 
15 Berger, Jennifer Harvey; Johnston, Keith (2015). Simple Habits for Complex 
Times. Stanford, CA: Stanford University Press. 236–237, n. 5. 
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there is a range of possibly ‘right’ answers. And the boundaries of 
the “problem” or domain may not be that clear or that rigid – this 
because things are things, in a human body, are highly 
interdependent and influence each other. Because of 
interdependencies there are often second order effects that make 
drawing the boundaries of the challenge one is facing difficult. For 
example, a treatment to a disease which is applied with the goal 
of solving a problem, may generate an undesired reaction when 
the immune system tries to fight an external, unrecognized part. 
Here a good way to respond is by sensing, analyzing & acting (and 
controlling). Analyze means to conduct extensive problem framing 
or problem diagnosing to understand what the true causes of an 
observed symptom are so as to act effectively. 
It is the domain of experts, of the known unknowns, and of the 
good practice.  
 
The third type of context is complex one. A complex context is the 
domain of the unknown – unknowns. Simplifying slightly, this 
means not knowing what one does not know and even be in a 
situation in which it is not even possible to know it, because some 
of the unknowns are projected in the future. As we may see later 
this is a context characterized by considerable uncertainty. In 
these contexts, cause and effect can only be detected in 
retrospect. Battlefields could be a good example of such a 
context. Another example is digital payments. We know this is 
going to happen, but it is hard to say what would be the dominant 
technology behind digital payments, who would will control it, how 
central banks will regulate, and the like. It is the domain of 
emergent practices, meaning that practices need to be discovered 
rather than planned.  
 
The fourth type of context is chaotic. This describes contexts in 
which there is still cause and effect relationships between things, 
but this is very short lived and evolving. Everything is constantly 
shifting and influencing the rest. Everything is in flux. This would 
be the situation describing, for example, the 9/11 in New York, the 
collapse of Enron, or the context that medical professionals face 
in the emergency room. As probably one could guess, these 
contexts are characterized by a high degree of instability at the 
beginning, from which the notion of “chaotic”.  In context of this 
type one has to act first, to stabilize the situation and ‘staunch the 
bleeding”. Once the situation has been stabilized, it is possible to 
proceed by sensing and responding. In a nutshell: act to establish 
order; sense where stability lies; respond to turn the chaotic into 
the complex.  
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Figure 2: the Cynefin framework – Source: Snowden, D. J., & 
Boone, M. E. (2007). A leader's framework for decision 
making. Harvard business review, 85(11), 68. 
 
  
Thinking in terms of different contexts and understanding their 
different nature is important for at least four main reasons.  
The first reason is the most obvious and already discussed before. 
Different contexts require different managerial approaches. This 
invites cognitive flexibility and also critical thinking to understand 
if the level of thinking applied is appropriate given the context one 
is confronted with. Often organizations, trapped into managing the 
urgent things and applying the known routines and processes, are 
unable to do that.  
 
The second, perhaps less obvious, is that understanding the 
nature of different situations / domains one finds him-herself in is 
important to understand one’s own behavior and other’s behavior. 
Here we enter the domain of psychology and social psychology, 
which is beyond the objectives of this contribution. Perhaps it 
suffices to say that conditions of uncertainty trigger emotional 
reactions such as anxiety or other conditions of alertness which 
heavily condition human behavior.  
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A third reason is that, very often, management is confronted with 
having to manage “across contexts” or even several contexts 
simultaneously (or act so as to move across contexts). Snowden 
and Boone, in the 1993 original article, offer the following example: 
the Brown's Chicken massacre in Palatine, Illinois. During this 
event, robbers murdered seven employees in Brown's Chicken 
and Pasta restaurant—as a situation in which local police faced all 
the domains. Deputy Police Chief Walt Gasior had to act 
immediately to stem the early panic (chaotic), while keeping the 
department running (simple), calling in experts (complicated), and 
maintaining community confidence in the following weeks 
(complex). 
A fourth reason, and perhaps the most important one, is that 
thinking in terms of different contexts can help one locate the 
situation triggered by the Covid-19 pandemic (or other situations). 
My interpretation is that the situation triggered by the Covid 
pandemic could be framed as something at the boundaries 
between the chaotic and complex, at least as a first approximation. 
If this is true, then responses to this situation should be designed 
considering what works in presence of a chaotic/complex context. 
    
 
Summary  
 
Management is confronted with different types of contexts or 
domains, each requiring different levels of decision making and 
approaches. Problems are encountered when different contexts 
are dealt with relying on rigid approaches that worked well in 
another context. Particularly, we may be tempted to approach non-
clear contexts – such as the one triggered by the Covid-19 
pandemic - relying on methods, processes, systems and heuristics 
that work well in presence of stability and or in presence of what 
we know. This is partly a natural reaction, but not fully appropriate. 
The Cynefin framework can help to frame and think about the 
context triggered by the Covid-19 pandemic. At the core, it 
suggests that such a context can be thought as something at the 
intersection between a chaotic and a complex environment. If this 
is true, then responses to this situation should be designed 
considering what works in presence of a chaotic/complex context, 
which is different from what works in presence of stability and 
predictability. 
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Uncertainty, assumptions and facts 
	
The previous section has served the goal of suggesting that different 
contexts or domains require different approaches. It has also 
allowed to bring-in the idea that the situation triggered by the Covid 
pandemic could be framed as something at the boundaries between 
the chaotic and complex, at least as a first approximation. If this is 
true, then the next step is to find a way to render the notions of a 
chaotic as well as a complex contexts more operational, unpacking 
their meaning and significance for decision making.  
 
In this section I deal with the latter, the complex context. 
 
Guiding the exercise of trying to make the notion of complexity 
somehow more tractable is the following question.   
 
In essence, how can we think about a complex context from a 
managerial standpoint?  
 
Once more this is a very difficult question whose answer would 
probably require an entire research program. I suggest, as a 
pragmatic short-cut, the following answer. 
 
One in which there is a lot of uncertainty. 
 
What does it mean? 
 
Uncertainty itself is a complex topic and has been subject of 
extensive research. 
Within organization theory, uncertainty has been defined in three 
main ways16 as: 
1) An inability to assign probabilities as to the likelihood of future 
events; 
2) A lack of information about cause-effect relationships;  
3) and/or an inability to predict accurately what the outcomes of a 
decision might be.  
 
Simplifying slightly, these definitions suggest that at the core 
uncertainty implies being unable to make correct decisions. There is 
a high ratio of assumption to knowledge, cause and effect 

 
 
16 Milliken, F. J. (1987). Three types of perceived uncertainty about the 
environment: State, effect, and response uncertainty. Academy of 
Management review, 12(1), 133-143. 
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relationships are unclear and accurate decision-making is difficult if 
not impossible.  
 
At the core, uncertainty means not knowing (and perhaps even be 
unable to know). With this simplification, one can think about 
uncertainty in pragmatic terms, as a situation in which a decision 
maker is in presence of a lot of assumptions and very few facts. This 
(simplified) understanding of uncertainty is interesting because it 
allows to think in visual terms.  
 
Figure 3 shows the assumptions to fact diagram that is often used 
at EPFL to help students visualize a situation often encountered in 
innovation, particularly so science-based entrepreneurship which is 
very common at EPFL and which – for reasons that I am not 
explaining here - is characterized by high degrees of uncertainty. 
 
 

 
Figure 3- Assumptions versus facts. Source: own elaboration. 
 
 
The top left corner in the figure corresponds to a situation of very 
high uncertainty. It identifies the situation in which one has a lot of 
assumptions and very few facts.  
 
The bottom right corner indicates the situation in which one has a lot 
of facts and very few assumptions. It indicates the situation 
encountered by firm with robust knowledge about their industry in 
period or relative stability. 

Copyright ©  Lorenzo Massa 

Innovation and Uncertainty
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When companies manage “what they know” (their customers, their 
technology, their business channels, etc.) and when they do it in 
relatively stable markets they are fundamentally (and metaphorically) 
managing in the bottom right corner.  
When companies manage what they do now know, they are 
managing in the top left corner (which also corresponds to situations 
encountered when contemplating radical innovation).  
 
What does this way of thinking about contexts characterized by high 
degrees of uncertainty imply?  
 
Probably many things, but one is particularly important. In presence 
of uncertainty one fundamental task of management is to 1) 
formulate the assumptions one  has and make them explicit and 2) 
act in such a way so as to be able to move critical assumptions into 
facts, which is, to move progressively along the diagonal towards 
the situation of “knowing”. This also means to be able to operate by 
conducting small experiments that maximize learning while “keeping 
the cost of being wrong” very low. 
 
In presence of uncertainty, failure, intended as not being able to 
realize the (perceived) desired outcome as a consequence of an 
action (or more actions), is the norm more than the exception. And 
failure cannot be avoided with analysis, because analysis rests on 
facts, which are not available. If ‘failing’ or, perhaps more 
appropriately, ‘being wrong’ is the normal state of affairs in presence 
of uncertainty, then the key issue is not engaging in accurate lengthy 
decision making processes based on attempt to avoid failure or to 
achieve predefined goal (as with standard planning), but, as 
McGrath has put it, “managing the cost of failure by limiting 
exposure to the downside while preserving access to attractive 
opportunities and maximizing gains” (1999: 16).  
In synthesis, operating in presence of uncertainty is largely about 
being able to move forward to as to move as many assumptions as 
possible into reliable, safe, predictable knowledge, cheaply. In other 
words, it is about experimentation and learning, or to use a more 
modern term, it is about agility. 
 
This conceptualization of uncertainty is also is conceptually 
consistent and coherent with the idea of probing (as suggested in 
the Cynefin framework) – which, in fact, corresponds to the idea of 
conducting small exploratory experiments to progressively 
“discover” what works. 
 
These ideas, including the confluence of uncertainty with ideas of 
discovering, has led me to elaborate further on this diagram and 
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propose a variation of it, which I offer here as a third cornerstone of 
the proposed way of thinking about the current situation. 
 
This personal modification of the assumptions-fact framework, 
acknowledges the critical importance of identifying assumptions, 
but suggests that are three types of assumptions:  
1) those that one can know right at the beginning and at a reasonable 
search cost (the known),  
2) those that one does not contemplate yet, but are there (knowable), 
and 
3) those that one does not contemplate because they are projected 
into the future (the unknowable).  
 
 
Consider SICPA, a company leader in security inks, the type of ink 
that goes on banknotes. The company has a dominant position, is 
highly profitable, and the market measured by the volume of printed 
banknotes is a growing one. In addition, over the years, the company 
has built very strong relationships with the major central banks 
around the world, an asset which is costly to replicate. The company 
holds a quasi-natural monopoly position in the market.  
 
And yet, the company is confronted with the possibility of disruption 
coming from potential increase in diffusion of digital methods of 
payment. 
 
This challenge comes with another challenge. What should the 
company do?  
 
There are so many unknowns. What would be the dominant 
technology? Who will control it? Would, say, a technology giant play 
a role? What role? Would they sell security services? Would central 
banks regulate? How? Where? Will society embrace digital methods 
of payment? Everywhere?  
 
A similar situation is encountered by companies operating in 
maritime shipping, conducting large part of their business in terms 
of intermediation, such as brokerage and trading. Would digital 
intermediation technologies, perhaps combined with a multisided-
platforms, allow direct market transactions between ship-owners, 
ship-operators and those in need of moving goods? Would the main 
technology be block-chain? Who will control it? Would ship-owners 
embrace it? Would ship-operators oppose to it? Etc.  
 
These are examples of situations which resemble the idea of 
Knightian uncertainty. Something is likely to happen, but nobody can 
know when, how, how much, etc. 
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Examples such as these, are at the background of the proposed 
modification of the assumptions-facts diagram earlier presented. In 
the conventional formulation, the main message of the diagram is 
that in presence of high uncertainty one is confronted with a situation 
in which there are a lot of assumptions and very few facts. 
Discovery-driven planning, or other methods to manage in presence 
of uncertainty, help to set plans that would allow moving forward at 
speed by reducing the costs of being wrong. This is appropriate, 
because you are certainly going to be wrong about some 
assumptions. 
 
However, the assumptions-facts diagram does not explicitly 
address the following: 
At the beginning one can only “see” some assumptions, those that 
would allow to “experiment to test”. One’s ability to see other 
(perhaps important) assumptions and turn them into facts is limited 
by two things.  
One is cognitive limitations or bounded rationality and general lack 
of knowledge about the environment (i.e., ignorance). One can only 
identify some assumptions at a reasonable search cost. other 
assumptions will manifest themselves only as a consequence of 
engaging into testing the initial assumptions. This can be called 
“explore to discover”, which is the condition in which the “testing” 
of initial assumptions via quick experiments would reveal things one 
had not considered yet and new assumptions.  
 
The second aspect that is neglected in the assumption-facts 
diagram is evolution. Part of uncertainty is related to the future and 
or the behavior of other players, including competitors, regulators, 
customers, etc. So there is a set of assumptions that are somehow 
projected into the future and are impossible to identify 
(indeterminacy of the environment). This suggests that a 
fundamental strategic value of having innovation programs that 
contemplates “experimenting at the periphery of your current 
business model” is that this allows you to be an active part of this 
evolution of your ecosystem. This is termed “experiment to be 
there”.      
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Figure 4: Elaboration of the assumption – fact diagram. Source: 
own development. 
 
 
Summary 
 
In essence, how can we think about a complex context from a 
managerial standpoint? Which is, how can we make the notion of 
complexity more operational and tractable in a pragmatic way? 
A pragmatic shortcut to such a difficult question is to think about a 
complex context as one in which there is a lot of uncertainty. 
 
Uncertainty corresponds to the condition in which there is a very high 
amount of assumptions to knowledge (facts). As a consequence 
knowing the right answer in advance and even detecting the nature 
of the challenges is very difficult if not impossible. One way to 
‘visualize’ the difference between managing in presence of 
uncertainty and “more normal managing” is by using to the fact – 
assumptions diagram.    
 
In presence of uncertainty one fundamental task of management is 
to 1) formulate the assumptions, make them explicit and 2) act in 
such a way so as to be able to move critical assumptions into facts, 
which is, to move progressively along the diagonal towards the 
situation of “knowing”. Both presume a deliberate effort to recognize 
uncertainty and manage it diligently. 
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Point 2 assumes that companies have learnt how to organize for 
learning, discovering and conducting small experiments so as to 
manage “the cost of failure by limiting exposure to the downside 
while preserving access to attractive opportunities and maximizing 
gains” (McGrath, 1999: 16). 
 
Point 1 assumes that one can know what assumptions there are.  
This is, itself, an assumption, which is only partly true.  An elaboration 
of the assumption to fact diagram rooted in the theories of 
uncertainty suggests that there are three types of assumptions:  
1) those that one can know right at the beginning and at a reasonable 
search cost (the known),  
2) those that one does not contemplate yet (because of cognitive 
limitations and-or search costs), but are there, at least in principle, 
(knowable), and 
3) those that one does not contemplate because they are projected 
into the future (the unknowable).  
 
Or, to put it differently, there are i) things one knows does not know, 
ii) things one does not know he-she does not know but that can be 
known and iii) things one does not know he-she does not know and 
that cannot be known with a priory, simply because they are 
projected in the future and contingent on others’ behavior. 
 
This fact stretches even more the importance of managing 
uncertainty, whether related to radical innovation efforts or to 
exogenous shocks and changes, and organizing for discovery driven 
approaches, making it a disciplines capability and routine in a 
business. This is a daunting task, given that often businesses are 
organized for efficiency and not for learning and exploring. However, 
thinking about it in the right terms is, in my view, a critical starting 
point. 
	
 
Context – domain: Crisis 
 
The Cynefin framework and the idea of uncertainty as the ratio 
between assumptions to facts is perhaps helpful to start thinking 
about the situation many businesses encounter themselves into as 
a consequence of the uncertainty bought in by the Covid-19 
pandemic. 
 
However, both these ideas put emphasis on the external 
environment, treating the organization as a black box. To 
overcome this limitation, I suggest, as a complement, few insights 
coming from the notion of a crisis and crisis management. To think 
about the situation brough in by the Covid-19 pandemic in terms 
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of a crisis, which means to embrace the idea of a crisis as a “lens” 
to analyze the current situation, shifts the emphasis towards the 
organization and its stakeholders. 
 
What is a crisis? 
Like with many concepts, there are several possible definitions of 
a crisis.  
 
The Oxford dictionary offers a general definition as a “a time 
of intense difficulty, trouble, or danger” and adopts this generic 
definition to domains as different as the economy or the family.  
A slightly more precise definition and also more relevant to the 
discussion presented in this short article17, is the one provided by 
Christine Pearson and Judith Clair18. 
In an influential paper, published in the late 1990s on the Academy 
of Management Review, they started by highlighting that a crisis 
can manifest in several different ways (see Table 1).  
 

 
                  Table 1 
 

Hostile takeover  Bribery  
Product tampering  Information sabotage  
Vehicular fatality  Workplace bombing  
Copyright infringement  Terrorist attack  
Environmental spill  Plant explosion  
Computer tampering  Sexual harassment  
Security breach  Escape of hazardous  
Executive kidnaping  materials  
Product/service boycott  Personnel assault  
Work-related homicide  Natural disaster that 

destroys organizational 
information base 

Malicious rumor  Extortion  
Natural disaster that 
disrupts a major that 
disrupts a major  
product or service  

Natural disaster that 
eliminates key  
stakeholders  

 
 
17 The application of the notion of crisis to the context of organizations and the 
need to stabilize and innovate the business model. 
 
18 Pearson, C. M., & Clair, J. A. (1998). Reframing crisis management. Academy 
of management review, 23(1), 59-76. 
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Natural disaster that 
destroys  
organizational information 
base  

 

 
Table 1: Types of organizational crisis. Source: Pearson and 
Clair, 1998 
 
They analyzed several streams of research that have dealt with 
crisis, organizational crisis and crisis management noticing that 
while organizational crisis can manifest in many different ways, as 
evinced by Table 1, they nonetheless have a number of common 
traits. Building on this consideration they offer the following 
definition of an organizational crisis. 
 
“An organizational crisis is a low-probability, high-impact event 
that threatens the viability of the organization and is characterized 
by ambiguity of cause, effect, and means of resolution, as well as 
by a belief that decisions must be made swiftly. “ 
 
Building on this initial definition, they then move to suggest that 
crisis have three main components, or dimensions.  
 

• A psychological one, focusing on the role of cognition, 
collective sense making but also focusing on how individual 
perceive a crisis as a trauma and the consequences of this 
perceptions.  

• A socio-political one, which takes the view of a crisis as a 
“cultural collapse” (Turner, 1976) and focuses on how crisis 
can undermine the collective understanding and shared 
meaning, the legitimacy and the institutionalization of 
socially constructed relationships.  

• A technological one, which focuses on the role that 
technology - broadly defined. In this sense, technology is 
referred to not only as organizational machines and tools, 
but also as management procedures, policies, practices, 
and routines. For this reason, instead of technology some 
authors prefer referring to technology and structures. Thus 
the technological perspective focuses on the role that 
technology and structures plays in a crisis, including how 
technology could break existing technologies and 
structures, increasing ambiguity and uncertainty, and how 
existing structure can act as determinant or a mediator to 
crisis and crisis management respectively. 
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They offer an extensive integration and review of the existing 
theories and main insights from research in each one of the three 
dimensions and offer the following enriched definition. 

“An organizational crisis is a low-probability, high-impact situation 
that is perceived by critical stakeholders to threaten the viability of 
the organization and that is subjectively experienced by these 
individuals as personally and socially threatening. Ambiguity of 
cause, effect, and means of resolution of the organizational crisis 
will lead to disillusionment or loss of psychic and shared meaning, 
as well as to the shattering of commonly held beliefs and values 
and individuals’ basic assumptions.” 

I decided to explicitly explain the genesis of this definition and to 
introduce it explicitly because, I believe, it stresses some points that, 
when appropriately understood, improve our ability to think 
rigorously about a crisis and relate this thinking to the main goal of 
this article. 
 
In fact, I believe, there are some aspects of this definition which are 
warrant particular attention – emphasis.  
The first one is that this definition emphasize the role of critical 
stakeholders – how they perceive the situation and how they 
‘experience’ it subjectively (as personally and socially threatening). 
The second one is the role of ambiguity (which could be taken as a 
synonym here of ‘uncertainty’ above discussed) and the emphasis 
on a possible consequence of this ambiguity, notably 
disillusionment or loss of psychic and shared meaning, as well as 
to the shattering of commonly held beliefs and values and 
individuals’ basic assumptions.  
 
These aspects are particularly important because they catalyze 
attention on the fact that a crisis – as experienced by a collectivity, 
such as an organization – has a strong socio-relational but also 
psychological and – as a consequence – emotional connotation. 
Stakeholders – such as employees, customers, suppliers, etc. may 
subjectively experience a crisis as potentially harmful for themselves 
or for society (or parts of it). This means that one could expect to 
observe behaviors and reactions that are consistent with a 
psychologically challenging situation. One could also expect that 
standard methods of communication and decision-making which 
work well in presence of ‘more normal times’ may be less effective 
in such a situation. 
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Crisis and Evolution  
 
A crisis, like every major event that involves change, is characterized 
by an evolution. At a very general level one could distinguish 
between what was, what is and what will be. In the words of McNulty 
and Marcus “There was a past of relative stability and predictability. 
There now is chaos and disruption. There will be … a different 
state.”19  
 
This is true independently on whether a crisis is seen as originating 
outside or inside of an organization. In the first case a crisis is 
considered a property characterizing the environment in which an 
organization operates. In this understanding, a crisis is seen as 
something external to the organization itself, that originates and 
evolves outside of an organization. In the second case one would 
more appropriately talk about an organizational crisis, how the state 
of a crisis evolves within an organization.  
 
Most models that offer practical approaches to think in terms of 
evolution of a crisis tend to contemplate both aspects (external and 
internal to the organization), largely because these are more 
appropriately models for crisis management rather than models of 
how a crisis evolves.  
 
There are several models of a crisis and of crisis management. 
Among them, two, namely Fink (1986) and Mitroff (1994), offer, in my 
view, a good starting point, partly because they are simple and very 
intuitive (Figure 4). 
 
 
 
 

 
 
19 McNulty, E. & Marcus, L. 2020. Are You Leading Through the Crisis … or 
Managing the Response? Online article, Harvard Business Review. Available 
at https://hbr.org/2020/03/are-you-leading-through-the-crisis-or-managing-
the-response last retrieved, Sept 2020. 
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Figure 4: Fink crisis lifecycle and Mitroff Five stages of Crisis 
management: source: 
http://pblwithaxelle.blogspot.com/2015/10/crisis-communication-
and-reputation.html last retrieved September 2020. 
 
 
Fink’s model distinguishes four main phases of crisis management 
– a promodal stage, an acute stage, a chronic stage and finally a 
resolution stage.  
 
The Promodal state refers to a proactive (as opposed to reactive) 
approach to crisis management in which one or several crisis 
managers attempt to identify an impending crisis. It refers to a 
precrisis stage as actions taken in this phase address an 
organization’s crisis prevention. The crisis has not occurred yet. 

The actual crisis event begins with a trigger, a shock, which leads 
to the acute stage.  

The third stage of Fink’s (1986) model is the chronic stage. This 
stage refers to the lasting effects of the crisis before the resolution 
phase. Although crises may occur quickly, the lasting effects of the 
incident can extend the lifecycle of the crisis. The acute state, 
which one could think as corresponding to Snowden chaotic 
context, tends to rise and fall relatively quickly, but the 
consequences of the shock do not disappear with the acute state. 
Rather they perpetuate for longer time in a state which Fink has 
referred to as chronic. 

The final stage in Fink’s (1986) model is the resolution stage. This 
stage identifies some type of an end to the crisis. It could think as 
corresponding to a postcrisis stage in which some order is 
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regained, even if generally not reflecting what was before (from 
which the appropriateness of the term “new normal”).  

Mitroff (1994) model divides crisis management into five stages: 
signal detection, probing and prevention, damage containment, 
recovery, and learning. The segmentation of the crisis parallels 
Fink’s crisis lifecycle model. Mitroff’s model is more appropriately 
a model of crisis management with a focus on the action that crisis 
managers are supposed to do. It somehow assumes that a crisis 
could be prevented. 

During the signal detection phase, warning signs should be 
identified with the goal of being more able to prevent a crisis. 
During the probing and prevention phase, members of the 
organization search known crisis risk factors and work to reduce 
their potential for harm 
The actual crisis occurs between this phase and the following 
phase. During the damage containment phase a crisis had hit. 
Members of the organization work to prevent the damage 
from spreading into uncontaminated parts of the organization or 
its environment 
The final two phases are recovery and learning. During recovery 
organization members work to return to normal business 
operations as soon as possible. 
Following the recovery phase, Mitroff suggests, a learning phase 
should follow in which organization members actively review and 
critique the events with the goal of learning 

These models suggest a way of thinking about a crisis and crisis 
management which is quite straight forward. Perhaps less explicit 
is the message that there are two possible ways to think about the 
Covid-19 pandemic in terms of a crisis. The first one is as an 
external event which has led the word into a state of crisis, with an 
acute phase which is hopefully over and a chronic or semi-chronic 
phase which is undergoing, and which needs to be managed. The 
second one is the crisis intended as what could happen to 
business if the chronic phase does not dissolve soon and if things 
are not managed proactively.  

 
Summary 
 
A crisis, like every major event that involves change, is characterized 
by an evolution. There was a past of relative stability and 
predictability. There now is chaos and disruption. There will be … a 
different state.  
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Models of crisis management suggest that the Covid-19 pandemic 
could be thought as external event which has led the word into a 
state of crisis, with an acute phase which is hopefully over and a 
chronic or semi-chronic phase which is undergoing and which 
needs to be managed. These models also suggest that there is a 
second way to look at the Covid-19 pandemic via the lens of a 
crisis. This way identifies with the term “crisis” what could happen 
to business if the chronic phase does not dissolve soon and if 
things are not managed proactively. Overall, they invite managing 
the current situation proactively, applying insights from crisis 
management (for example, developing different scenario and 
understand how different scenarios may be impacting different 
aspects of the current business model).  

 

Discussion and Conclusions 

Time has come to comment on the meaning and significance of 
the ideas offered in this article in relationship to its main objective. 
I recall here that the goal of this article is to provide some insights 
that would illuminate how to think (or a way of thinking) about 
business model innovation in relationship to the situation triggered 
by the Codi-19 pandemic. Hopefully such a way of thinking able 
to inspire ideas and also conversations that could guide the 
effective management of the situation, both in reactive terms 
(ensure the viability of the current business) and in proactive terms 
(turning the current situation into an opportunity for innovation).  

I have offered 5 main core ideas. 

Business model innovation – and focus on an understanding of 
business model as the “known way of doing things”, a concept 
similar to Peter Drucker’s Theory of the Business or to the notion 
of a Dominant Logic. I have also explained that the claim that 
“business model innovation is a priority” may, in times of 
uncertainty, be understood as a surface manifestation of the 
perception that the “known way of doing things is going to be no 
longer valid” and yet not know when and in what terms. 

The Cynefin framework – as a tool to appreciate the existence of 
different type of contexts and the appropriateness of different 
types of responses to each. The Cynefin framework suggests that 
the situation or context triggered by the Covid-19 pandemic could 
be seen, as a first approximation, as emerging at the intersection 
between the Chaotic and the Complex contexts. Appropriate 
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responses should therefore be found considering what works in 
these contexts. 

Uncertainty – I have suggested, as a pragmatic short-cut, that one 
way to think about the chaotic/complex context is to think in terms 
of uncertainty. I have offered a short excursus into the notion of 
uncertainty and offered the assumptions – fact diagram as a 
practical way to think about uncertainty. To the extent that the 
situation brought in by the Covid-19 pandemic is characterized by 
considerable uncertainty, management should consider to 
organize for putting in place systems and procedures to 1) make 
assumptions explicit (for example about future states and impact 
of those states on the business model) and 2) test assumptions, 
which is conduct peripheral experiments to understand if 
assumptions holds and learn in the process. This means be able 
to learn in a deliberate way, constantly, fast and cheaply, so as to 
navigate uncertainty successfully, perhaps even turning it into an 
opportunity for innovation.  

Crisis - I moved to offer insights from the field of study of crisis in 
management. I have suggested to consider the following definition 
coming for the received literature:  

“An organizational crisis is a low-probability, high-impact situation 
that is perceived by critical stakeholders to threaten the viability of 
the organization and that is subjectively experienced by these 
individuals as personally and socially threatening. Ambiguity of 
cause, effect, and means of resolution of the organizational crisis 
will lead to disillusionment or loss of psychic and shared meaning, 
as well as to the shattering of commonly held beliefs and values 
and individuals’ basic assumptions.” 

This definition suggests that 1) all stakeholders are impacted by a 
crisis (as a consequence, dialogue with stakeholders is important), 
2) that a crisis is subjectively experienced 3) that it is a 
psychologically stressful situation which comes with 4) 
disillusionment and 5) loss of shared meaning.  

Such a definition provides a basis for more explicitly 
acknowledging the nature of the impact of a crisis on the socio-
behavioural aspects of an organization, emphasizing the human 
dimension (as opposed to the market or business ones) and 
indirectly emphasizing the importance of leadership, dialogue and 
stakeholder engagement.  

Crisis and evolution - Finally, I offered some insights related to 
models of evolution of crisis. At the core these models tend to 
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emphasize the importance of distinguishing between what was (a 
situation of stability or at least a situation in which the known way 
of doing things worked, to some degree), what is (a situation of 
uncertainty) and what will be (a novel situation, most likely different 
from what was before). The models offered also suggests that the 
current state of the Covid crisis could be considered as the chronic 
one (perhaps interrupted by new acute phases if, for example, 
lockdowns are commanded), a fact that increases, once more, the 
importance of considering the appropriate modes of organizing 
and modes of decision making in presence of uncertainty.   

These ides, I believe, constitute a pretty solid grounding for 
thinking about (and “seeing”) the nature of the current situation 
and a starting point for devising strategies and interventions which, 
hopefully, can even allow businesses to turn some of the 
challenges they may be facing into opportunities. 
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