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Abstract
Purpose – This article aims to investigate the relationship between business model adaptation, company 
performance and digitalization capability among startups during the coronavirus disease-2019 pandemic to 
determine whether there is a correlation among these aspects in uncertainty scenarios. 
Design/methodology/approach – The research used a mixed approach. First, it utilized a survey-based 
data collection method in which over 400 Brazilian startups participated, representing diverse demographic 
and cultural characteristics. Following the data analysis, the authors interviewed startup founders who 
participated in the first phase to enrich the discussion section. 
Findings – The results revealed that startups with stronger digital capabilities and higher performance were 
associated with lower levels of business model adaptation. However, this association was observed primarily 
in the dimensions of value creation and value capture, and not in value delivery. 
Research limitations/implications – The limitation of this study includes the cross-sectional data 
collection, which prevents the assessment of causality between variables. 
Practical implications – The findings suggest that startups should carefully evaluate their business models 
and adaptation strategies during uncertain periods. 
Social implications – The social implications of this study lie in supporting public policies and initiatives for 
entrepreneurship and startups. Government agencies and support institutions can use the findings to better 
understand the challenges faced by startups during uncertain times, effectively guiding their assistance and 
resources. 
Originality/value – This research contributes to the literature on business models and digitalization 
capability. It offers insights into the interplay between performance, digital capabilities and business model 
adaptation. Furthermore, the study contradicts the common sense that businesses should favor adaptation in 
uncertain moments, at least for startups in similar contexts. 

Keywords Uncertainty, Company performance, Startups, COVID-19, Business model adaptation, 
Digitalization capability

Paper type Research paper

1. Introduction
Startups and business models are hot topics in entrepreneurship and innovation research. 
Blank (2013) characterizes startups as organizations in the early stages that aim to find 
replicable and scalable business models, developing new products or services in 
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environments of extreme uncertainty. In recent years, the success stories of startup 
companies have made the headlines, arousing the interest of various audiences, including 
investors, journalists, researchers and professionals from various sectors. Alongside the 
enthusiasm surrounding startups, there is ongoing interest in business models in management 
literature and corporate practice (Broccardo, Zicari, Jabeen, & Bhatti, 2023; Caputo, Pizzi, 
Pellegrini, & Dabić, 2020). The business model can be defined as the architecture of a 
company’s mechanisms for creating, delivering and capturing value (Foss & Saebi, 2018; 
Teece, 2010). An important focus in business model studies is the adaptation of business 
models (Mihailova, 2023; Tian, Coreynen, Matthyssens, & Shen, 2022), defined as the 
process by which management actively aligns the company’s business model to address a 
changing environment (Saebi, Lien, & Foss, 2017).

Despite the recent surge in publications on the subject, many studies focus on the benefits 
of business model adaptation in scenarios of economic stability, often overlooking 
evaluation in response to uncertainty, such as that generated by the coronavirus disease 
(COVID-19) pandemic. The pandemic-induced changes have propelled digitalization across 
all company operations (Nagel, 2020; Agostino, Arnaboldi, & Lema, 2021; Yildirim & Erdil, 
2024), including startups and small- to medium-sized companies (Fitriasari, 2020; Islam, & 
De Reuver, 2022; Molina-Castillo, Stanko; Priyono, Moin, & Putri, 2020). This increase in 
digitalization and uncertainty in firm performance has underscored the relevance of business 
models (Clauss, Abebe, Tangpong, & Hock, 2021; Seetharaman, 2020; Soto-Acosta, 2020). 
While there is a common assumption that business model adaptations are beneficial, guided 
by the prospect theory (Hutzschenreuter, Kleindienst, Groene, & Verbeke, 2014), it is not 
always necessary. In times of uncertainty like the COVID-19 pandemic, startups with well- 
structured business models, better positioned to face external environments, tend to make 
fewer adaptations. This prompts the question: is a full adaptation of the startup business 
model imperative in high-uncertainty contexts?

Despite widespread encouragement for startups to adapt their business models in response 
to uncertainty, guided by the prospect theory, our objective is to show that business model 
adaptation is not imperative for all startups. Startups with better performance and digitalization 
tend to adapt their business models less. We test this hypothesis based on the data collected 
through surveys with representatives of Brazilian startups. Our methodological approach was 
mixed. It began with a quantitative phase, during which data was collected through a closed 
electronic questionnaire between June and August 2020, and ended with a qualitative phase in 
2023, during which founders of startups that participated in the first phase were interviewed for 
further exploration. Over 400 valid responses were collected from senior members of startups 
across all Brazilian states, representing diverse demographics, socioeconomic and cultural 
characteristics. The results support our thesis that better performance and higher digitalization 
align with less business model adaptation.

This article’s main contribution is applying the prospect theory to the debate on business 
models and startups, demystifying the imperative of full adaptation. It extends the findings of 
Shimizu (2007) and Barberis (2013), indicating that business managers are more inclined to 
avoid risk in periods of gains and more likely to take risks in loss scenarios. Additionally, it 
enhances the understanding of business model adaptation in emerging markets (Landau, 
Karna, & Sailer, 2016; Sharma, Dixit, & Karna, 2016; Liu, Long, Fan, Wan, & Liu, 2023) 
and in response to uncertainty, such as the COVID-19 pandemic (Chanyasak, Koseoglu, 
King, & Aladag, 2022; Jabeen, Belas, Santoro, & Alam, 2023). From the digitalization 
perspective, this article aligns with studies on digitalization’s impact on business models 
(Bouwman, Nikou, & de Reuver, 2019; Brunelli, Gjergji, Lazzarotti, Sciascia, & Visconti, 
2023; Parida, Sjödin, & Reim, 2019; Rachinger, Rauter, Müller, Vorraber, & Schirgi, 2018). 
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Besides its academic originality and impact, the research results hold significant managerial 
potential, aiding professionals involved in business management, particularly in strategic 
planning for startups and addressing anxieties about changing business models.

2. Theoretical framework
The concept of business models and their developments is recent discussions in academia 
compared to the discussions around the prospect theory (Afflerbach, 2015; Harris, Aaron, 
McDowell, & Cline, 2014; Hutzschenreuter et al., 2014). Although widely accepted for 
accurately describing risk attitudes in experimental settings, this theory’s applicability is 
questioned outside the laboratory. However, Barberis (2013) demonstrated various real- 
world applications confirming the theory’s validity. The prospect theory’s reach extends 
beyond economics, influencing the understanding of real-world phenomena, from business 
to law, medicine, political science and public policy (Chiu & Wu, 2010). It aids in developing 
a descriptive model of individual strategic decision-making and supports research to help 
managers mitigate the adverse effects of decision-making (Sebora & Cornwall, 1995).

Studies have examined the prospect theory’s relationship with strategic decisions in 
diverse contexts, including supplier replacements, corporate strategy against foreign 
competitors, CEO incentive compensation and the commercial value of information 
technology. This article examines the role of the prospect theory in analyzing the adaptation 
of startup business models.

2.1 Startup performance and business model adaptation in uncertainty scenarios
Although business model innovation (BMI) and adaptation hold significant theoretical 
relevance in management sciences, Ammirato, Linzalone, & Felicetti (2021) highlight that 
research in this area is still in its infancy and suffers from a lack of consistency and theoretical 
connections to the concept of “performance.” We define a business model as the architecture 
of a company’s mechanisms for creating, delivering and capturing value (Foss & Saebi, 2018; 
Teece, 2010). Value Creation involves activities allowing suppliers and customers to perceive 
generated value (Chesbrough, Lettl, & Ritter, 2018; Dyer, Singh, & Hesterly, 2018; Visnjic, 
Neely, & Jovanovic, 2018), while Value Delivery ensures value appropriation by customers 
through company–supplier relationships (Achtenhagen, Melin, & Naldi, 2013; Chesbrough 
et al., 2018). Value Capture ensures profitability by distributing profits among stakeholders 
(Chesbrough et al., 2018; Sjödin, Parida, Jovanovic, & Visnjic, 2020).

Business model adaptation (BMA) differs from BMI in that it can be noninnovative 
(Saebi et al., 2017) and responds to external causes, while BMI can stem from internal and 
external factors (Bucherer, Eisert, & Gassmann, 2012). BMA is the process by which 
management actively aligns a company’s business model to a changing environment (Saebi 
et al., 2017), analyzing adaptations in value offering, creation and delivery dimensions.

Adaptations occur due to various external factors, such as new entrants, competitor’s 
strategies or legal changes in sectors (Saebi, 2014; Saebi et al., 2017; Thornton, 2024). In 
uncertain scenarios like the COVID-19 pandemic, companies, particularly startups, adapt 
business models due to anticipated performance losses. Startup performance relates to 
operational indicator variations, with positive performance indicating increases and negative 
performance indicating reductions (Gupta & Lehmann, 2003; Oke, Walumbwa, & Myers, 
2012; Terziovski & Samson, 2000).

Following the logic of the prospect theory, managers in favorable performance situations 
are less sensitive to negative scenarios and risk-averse (Fiegenbaum, 1990; Marshall, Huan, 
Xu, & Nam, 2011; Sebora & Cornwall, 1995). Since any BMA implies an inherent risk, 
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startups with favorable performance adapt business models less due to pandemic-induced 
uncertainties. Hence, our first hypothesis is:

H1. In uncertainty scenarios, startups with better performance have lower levels of 
business model adaptation.

2.2 Digital capabilities and business model adaptation in uncertainty scenarios
Digitalization is crucial in analyzing BMA, especially during the COVID-19 pandemic. 
Digital Transformation has emerged as a significant phenomenon in strategic research 
(Piccinini, 2015; Vial, 2019) and market contexts (Fitzgerald, Kruschwitz, Bonnet, & Welch, 
2014). Studies on digitalization’s impact on business models have surged since 2010 (Caputo 
et al., 2020). Digitalization poses challenges (Parida et al., 2019) but also offers competitive 
advantages (Annarelli, Battistella, Nonino, Parida, & Pessot, 2021) by enabling new ways of 
interacting with customers and improving performance (Lenka, Parida, & Wincent, 2017). 
Pang, Wang, Li, & Duan (2019) even suggest that managers should focus more on 
innovating their business models to enhance firm performance.

In the COVID-19 context, digitalization’s relevance has increased (Agostino et al., 2021; 
Seetharaman, 2020; Soto-Acosta, 2020), prompting significant adjustments in company 
operations (Fitriasari, 2020; Iivari et al., 2020; Nagel, 2020; Priyono et al., 2020). Startups 
with well-structured digitalization capabilities are better prepared for uncertainty scenarios, 
reflecting less sensitivity to adverse outcomes and risk aversion (Fiegenbaum, 1990; 
Marshall et al., 2011; Sebora & Cornwall, 1995). Companies with high digital capabilities 
adapt business models less due to better alignment with the prevailing context. Thus, our 
second hypothesis is:

H2. In uncertainty scenarios, startups with higher digitalization capabilities have lower 
levels of business model adaptation.

The conceptual model (Figure 1) depicts the research framework, including dependent and 
independent variables and their relationships.

3. Methodology
Our field research aimed to describe the reality of startups concerning BMA and its 
relationship with company performance and digitalization capability. At first, a quantitative 
approach was adopted through a survey conducted during the COVID-19 pandemic. Data 
were collected through a closed electronic questionnaire between June and August 2020, 

Figure 1. Conceptual model 
Source: Authors’ own work 
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encompassing startups from all Brazilian states, representing diverse demographics, 
socioeconomic backgrounds and cultural characteristics. The survey targeted professionals 
from 3,023 startups nationwide, representing 23.75% of the total 12,727 startups in Brazil, 
according to a study by the Associação Brasileira de Startups (ABStartups, 2020). The 
survey utilized random sampling from databases obtained from startup accelerators, 
facilitated by the authors’ ecosystem relationship. The geographic distribution of the final 
sample across different Brazilian regions closely resembles national distribution statistics, 
according to ABStartups (2020). Out of 512 responses received, 410 were considered valid 
after data processing. Survey data were initially managed on SurveyMonkey, the software 
for questionnaire creation and response collection. Respondents primarily comprised 
founders or C-level professionals (83.9%), with others occupying various company 
leadership positions.

After the survey stage, semi-structured interviews were carried out with the respondents 
from the first stage during September and October 2023 to better understand the relationships 
between the variables, including assessing causality. Startups were divided into groups or 
clusters that segment startups according to (i) the degree of adaptation of the business model, 
(ii) the level of digitalization capability and (iii) the company’s performance. For this 
classification, the answers to the questions that indicated the level of impact on each of these 
performance indicators were used. Based on this division, interviews were carried out with 
12 representatives of some of the startups previously researched so that at least four 
companies represented each of the above clusters. The startups that would be interviewed 
were randomly selected based on new contacts with the startups. The interviews were carried 
out virtually, using the Zoom videoconferencing software, with the support of artificial 
intelligence software that automatically transcribed the conversations to facilitate recording 
and subsequent consultations.

3.1 Constructs
The constructs and their measurement scopes are discussed in the subsequent sections.

3.1.1 Business model adaptation. In this study, BMA refers to actively aligning a 
company’s business model with a changing external environment, such as the COVID-19 
pandemic. Two scales, Spieth & Schneider (2016) and Clauss (2017), were adapted to measure 
BMA, focusing on changes in Value Creation, Delivery and Capture dimensions. The adapted 
statements were consolidated into nine building blocks, aligning with Osterwalder, Pigneur, & 
Tucci’s (2005) business model framework. Questions were presented randomly, and each 
statement utilized a five-level agreement scale. The complete questionnaire can be found in 
Appendix.

3.1.2 Digitalization capability. Digitalization capability represents a set of resources and 
processes managed to enable a company’s digital activities. A scale by (Greif, 2016) was 
adapted to measure the digitalization capability of Brazilian startups. Digital sales, Customer 
involvement, and People and Culture were evaluated through a five-level measurement scale, 
including a nonexistent digitalization level option.

3.1.3 Startup performance. Startup performance was assessed using three commonly 
monitored indicators: monthly revenue (Oke et al., 2012), number of customers (Gupta & 
Lehmann, 2003) and number of employees (Terziovski & Samson, 2000). Each indicator 
was evaluated based on its impact during the COVID-19 pandemic, with respondents 
accounting for perceived decrease, no change or increase. Subsequently, respondents 
estimated impact sizes based on five performance levels, facilitating comparison with other 
constructs.
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The methodology used in this study provides a robust framework for examining BMA, 
startup performance and digitalization capability, offering valuable insights into startups’ 
responses to uncertain environments such as the COVID-19 pandemic.

4. Results
The SmartPLS 4 software was used for statistical calculations using the structural equation 
modeling techniques to evaluate the model’s reliability and validity. The results are presented 
and discussed below.

The reliability and validity of the proposed model were assessed using techniques 
recommended by the academic literature on SmartPLS software analysis. As shown in Table 1, 
the average variance extracted (AVE) and composite reliability (rho_c) values exceeded the 
recommended thresholds for all constructs. Although Cronbach’s alpha for Value Capture was 
slightly below expectations due to its limited number of variables, it did not significantly 
impact construct consistency. Discriminant validity, depicted in Table 2, also met expectations 
according to the Fornell–Larcker criterion.

Table 3 illustrates the constructs’ attributes in the software’s path coefficient calculations. 
Analysis revealed that only the relationship between Value Delivery aspect adaptation and 
startup performance was not statistically significant (p > 0.05). Similarly, the relationship 
between Value Capture aspect adaptation and digital capability was not statistically 
significant (p > 0.05). However, all other associations were substantial (p < 0.05), supporting 
the article’s hypotheses.

The results suggest that startups with better digital capabilities and performance tend to 
exhibit lower levels of BMA. This confirms the article’s hypotheses, indicating that startups 
with more robust performance and digital capabilities are less likely to adapt their business 
models in uncertain scenarios. Notably, while the hypothesis was supported for the 
relationship between digital capability and the dimensions related to Value Creation and 

Table 1. Construct reliability and validity

Construct Cronbach’s alpha Composite reliability (rho_c) AVE

Capture 0.466 0.777 0.640
Creation 0.706 0.810 0.520
Delivery 0.596 0.783 0.549
Digital capacity 0.608 0.782 0.549
Performance 0.791 0.878 0.708

Source(s): Authors’ own work

Table 2. Discriminant validity by the Fornell–Larcker criterion

Construct Capture Creation Delivery Digital capacity Performance

Capture 0.800 - - - -
Creation 0.513 0.721 - - -
Delivery 0.506 0.601 0.741 - -
Digital capacity −0.106 −0.186 −0.150 0.741 -
Performance −0.317 −0.240 −0.132 0.217 0.841

Source(s): Authors’ own work

RAUSP 
60,1    

212  

Downloaded from http://www.emerald.com/rausp/article-pdf/60/1/207/10077589/rausp-07-2023-0138en.pdf by guest on 29 December 2025



Value Delivery of the business model, it was not consistently supported for the Value Capture 
dimension. On the other hand, the hypothesis was supported by the relationship between 
company performance and the dimensions related to Value Creation and Value Capture of the 
business model. Still, it was not consistently supported for the Value Delivery dimension.

5. Discussion
In this study, the hypothesis that startups which adapt their business models less during 
uncertainty are associated with better performance finds statistical significance for Value 
Creation and Value Capture, particularly for the former. However, for the Value Delivery 
dimension, the study failed to confirm or refute the hypothesis, potentially due to the 
pandemic’s significant impact on organizations’ external aspects. Nonetheless, a negative 
relationship between performance and adaptation in this dimension is suggested, aligning 
with decision-making tendencies under the prospect theory, where leaders anticipating 
positive outcomes exhibit less risk propensity, leading to lesser adaptation. Andersen, 
Aagaard, & Magnusson (2022) support this tendency, emphasizing managerial decision- 
making’s centrality in BMI amidst uncertainty. Notably, the study’s findings indicate that 
startups with higher digitalization capacity were less inclined to adapt their business models 
during uncertainty, particularly in the Creation and Delivery dimensions, reflecting leaders’ 
perceptions of organizational readiness and reduced risk inclination. However, the study 
could not establish a direct correlation between digitalization capacity and adaptation in the 
Value Capture dimension, possibly due to measurement limitations and the complexity of 
factors influencing revenue and cost structures within business models. This warrants future 
investigation of these nuanced dynamics.

The research also underscores the impact of the pandemic on the management’s propensity 
to innovate business models, contrasting the traditional reluctance among startup leaders with 
the necessity forced upon them by the crisis. As exemplified by the founder of one of the 
startups interviewed, which faced a sudden shift in its operational landscape, the pandemic 
demanded immediate adaptation despite prior hesitations. Moreover, findings by Guckenbiehl 
& Zubielqui (2022) reveal a nuanced relationship between startup size and adaptation 
tendencies: smaller startups capitalize on opportunities amidst adversity while larger ones, 
such as that whose founder was interviewed in this study, leverage their market position to 
proactively pursue digitalization strategies, accelerating their efforts in response to external 
pressures. This underscores the complex interplay between external shocks, managerial 
decision-making and organizational responses in shaping BMAs in the face of crisis.

Our results contribute to both theoretical and practical realms of business management. 
They align with the prospect theory, suggesting that managers of high-performing startups 
are more risk-averse and thus less inclined to adapt their business models in times of 

Table 3. Path coefficients

Path (Relationship) Original sample Sample mean SD p-value

Performance ! Capture −0.308 −0.310 0.045 0.000
Performance ! Creation −0.209 −0.215 0.050 0.000
Performance ! Delivery −0.104 −0.109 0.056 0.062
Digital capacity ! Capture −0.039 −0.046 0.053 0.460
Digital capacity ! Creation −0.141 −0.152 0.051 0.005
Digital capacity ! Delivery −0.127 −0.142 0.050 0.012

Source(s): Authors’ own work
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uncertainty. The findings also advance discussions on BMA, highlighting the nuanced 
relationship between adaptation and performance and the role of digitalization capability. 
Additionally, the study addresses future research directions proposed by Foss & Saebi 
(2018), deepening the understanding of business model interdependencies and the 
capabilities’ role as drivers of BMI. Finally, this work also contributes to recent research in 
business management and strategy that deals with these subjects from the perspective of the 
COVID-19 pandemic (Chanyasak et al., 2022).

From a practical perspective, the results caution against the assumption that innovation 
always leads to improved business models, especially in uncertain contexts. Managers and 
investors should carefully evaluate adaptation strategies, considering the impact of their 
perspectives on company performance and the incorporation of digital trends. The study’s 
implications extend to government agencies, support institutions and startup hubs, offering 
insights for policy-making and support initiatives.

6. Conclusion
This research challenges the notion that high uncertainty demands full adaptation of startup 
business models. Through primary data collection from over 400 Brazilian startup founders 
and C-level executives during the COVID-19 pandemic, the study reveals that startups with 
more substantial digital capabilities and higher performance tend to adapt their business 
models less. This supports the article’s hypotheses and underscores the nuanced relationship 
between performance, digital capability and BMA. The study addresses a gap in 
understanding the phenomenon of BMA in startups within contexts of uncertainty, mainly 
through the lens of the prospect theory and managerial decision-making processes. It 
investigates whether startups exhibiting superior performance during periods of uncertainty 
are associated with lesser BMA and if startups with higher digitalization capacities are 
likewise associated with reduced adaptation levels. The findings contribute to the existing 
literature on strategic management by supporting the principles of the prospect theory, 
emphasizing how managerial perceptions of risk influence strategic decisions, especially 
during uncertain times. Moreover, the study reinforces previous research by highlighting the 
importance of aligning business model constructs with prevailing market conditions, thus 
offering insights into the strategic behavior of startups, particularly in emerging markets such 
as Brazil, and in response to the COVID-19 pandemic.

Furthermore, the study validates measurement scales for BMA and digitalization capacity, 
providing empirical contributions to the field. By validating existing measurement schemes, 
the study offers a quantitative foundation for future research in business model studies, 
addressing a scarcity of validated measurement tools in this domain. These findings advance 
academic discourse and hold practical implications for policymakers, entrepreneurship support 
entities and startup managers, aiding in formulating targeted strategies and interventions. 
However, the study acknowledges methodological limitations, such as the temporal constraints 
of data collection and the simultaneous measurement of variables, which warrant future 
research endeavors. Additionally, avenues for future research are suggested, including 
longitudinal studies and investigations into the moderating role of digitalization capacity on the 
relationship between performance and BMAs. These offer opportunities for deeper insights 
into strategic decision-making dynamics in uncertain environments.
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