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ABSTRACT

Entrepreneurship plays a significant role in a country’s development,
through new ventures and innovation. In recent times, entrepreneurs have
incorporated sustainability into their practice to become more competitive
and productive. However, during the COVID-19 pandemic, entrepreneurship
has faced the challenge of deciding to allocate limited resources to maintain
legitimacy. This paper analyzes the relationship between legitimacy and
financial sustainability in COVID-19 times among Colombian entrepreneurs,
moderated by family and friends’ support. Primary data was collected through
a survey of 219 Colombian entrepreneurs. The structural equation model
technique was used to validate the model. The study findings revealed that
legitimacy positively affects financial sustainability and is positively enhanced
by the family’s support of Colombian entrepreneurs while being negatively
moderated by friends’ support.
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Empreendedores que competem entre legitimidade e sustentabilidade
financeira em tempos de COVID-19. O papel do suporte da familia

e dos amigos

RESUMO

O empreendedorismo desempenha um papel significativo no desenvolvimento de um pais por
meio de novos empreendimentos e inovagao. Nos tltimos tempos, os empresirios incorporaram
a sustentabilidade em sua prética para se tornarem mais competitivos e produtivos. No entanto,
durante a pandemia do COVID-19, o empreendedorismo enfrentou o desafio de decidir alocar
recursos limitados para manter a legitimidade. Este artigo analisa a relagao entre legitimidade
e sustentabilidade financeira em tempos de COVID-19 entre empreendedores colombianos,
moderada pelo apoio de familiares e amigos. Os dados primdrios foram coletados por meio de
uma pesquisa com 219 empreendedores colombianos. A técnica do modelo de equagao estrutural
foi usada para validar o modelo. Os resultados do estudo revelaram que a legitimidade afeta
positivamente a sustentabilidade financeira e é positivamente reforcada pelo apoio da familia aos
empresdrios colombianos, enquanto negativamente moderada pelo apoio dos amigos.

PALAVRAS-CHAVE
COVID-19, empreendedorismo, sustentabilidade financeira, legitimidade organizacional, capital
social

1. INTRODUCTION

A nation’s entrepreneurship increase indicates welfare (Dhewanto et al., 2020), economic
growth, and social value through the development of business and innovation (Raudelitniené et
al., 2014). In Colombia, entrepreneurs’ endeavors have been supported by governmental agencies.
They give access to start-up capital, training, mentoring, networking, technology development,
research, and innovation to enhance existing businesses, to promote the creation of new ones,
and to support the entrepreneurship culture (Camargo Calderén et al., 2020). Entrepreneur
venture creation has grown in recent years, despite the COVID-19 pandemic. A 2.9% and 2 9.3%
increase in productive unit creation compared to the same period in 2019 and from January to
March 2021, respectively, was detected in Colombia (Confecdmaras, 2020; Confecdmaras, 2021).

Times of crisis like the COVID-19 pandemic can be volatile and uncertain for entrepreneurs.
Colombia has historically maintained an unfortunate unemployment rate indicator, but many
more jobs were lost during the pandemic, which cannot, even today, be recovered. The sanitary
restrictions and lockdown caused a general drop in production, income, jobs, expected cash flows,
and consumption levels. According to the department of national statistics (DANE) estimates,
the pandemic caused, in 2020, a drop of 6.8% in the Gross Domestic Product and brought the
unemployment rate to nearly 20.0%. Specifically for Colombian entrepreneurs, from the 95
entrepreneurs (70% women and 31% men) surveyed at the beginning of the pandemic in our
study, 40% considered that if the situation continued or worsened, they could not sustain their
business for more than 15 months. That shows that a crisis like the COVID-19 pandemic can
put entrepreneurs sustainability at risk (Dane, 2020; Varela et al., 2021).
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To increase the sustainability of the business, entrepreneurs can invest in sustainability actions
(Xie et al., 2019). Investing in legitimacy in times of crisis can yield results for entrepreneurs
and their ventures during and after the crisis because legitimacy actions can guarantee higher
returns and lower volatility (Yoo et al., 2021). Investments in legitimacy are made to create
value for stakeholders (Schaltegger & Horisch, 2017). Therefore, it could be costly in several
ways, as well as strictly financially, for an entrepreneur and his business with a short history in
his industry and the market.

A context of crisis creates an economic competition between the costs of achieving legitimacy
and the short- and long-term financial sustainability the business needs to go through and remain
beyond the crisis. Given this contradiction, our first research question is: In times of crisis like the
Covid-19 pandemic, are businesses that invest more in legitimacy actions than their competitors
financially more sustainable than their competitors in times of crisis?

On the other hand, to mitigate the impact of the crisis, entrepreneurs can draw on social
capital, specifically the support they can receive from family and friends. Authors like Danes and
Jang (2013) and Yeung et al. (2016) support the role of social capital on entrepreneurs. However,
concerning the competition between legitimacy and financial sustainability, family and friends
can help entrepreneurs in their ventures in order to minimize the negative impact of searching
for legitimacy while being financially sustainable. Based on that, our second research question
is: Does the support of family and friends strengthen the relationship between searching for
legitimacy and the financial sustainability of the business in times of crisis?

In this paper, we look to answer these two questions empirically. To do so, we assume the
Resource-Based View of the Firm (RBV) as our theoretical framework, understanding that both
legitimacy and family and friends” support are the resources of a venture and its entrepreneur.

Previous empirical studies found a positive influence of legitimacy on financial sustainability
(Acquah et al., 2021; Baah et al., 2021; Danso et al., 2019; Hollos et al., 2012; Wagner, 2005).
Still, such a relationship in the economic crisis among Colombian entrepreneurs has yet to be
examined to determine if it is maintained when there are limited resources in the organizations.
By clarifying the relationship among the variables, entrepreneurs will know how to allocate
resources effectively during a crisis.

In addition, there needs to be more evidence in the literature about the moderating role of
entrepreneurs family and friends in relation to legitimacy and financial sustainability variables.
The results of such mediations are essential to determine if there could be an enhancement of
financial sustainability through legitimacy in times of crisis, and entrepreneurs should rely on
family and friends’ support in order to achieve their financial sustainability goals.

2. THEORETICAL FRAMEWORK

Sustainability has been approached from different views. The triple bottom line (TBL)
approach proposes sustainable organizational development (Csikdsovd et al., 2020) on three main
dimensions: social, environmental, and financial (Slaper & Hall, 2011). TBL is also known as
the three P’s: people, planet, and profits (Elkington, 2013).

In this regard, companies’ most common sustainability disclosures are related to human
resources, social performance, and community involvement (Guthrie & Parker, 1989). However,
environmental, social, and governance (ESG) reporting affects financial sustainability differently.
Environmental and governance information does not impact financial sustainability, while social
reporting influences financial sustainability positively and significantly (Maama, 2021). Also,
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non-financial information regarding ethics, environment, and governance influences financial
sustainability performance, firm performance, and firm value (Salehi & Arianpoor, 2021).

From the strategic management view, sustainability is an intrinsic part of the competitive
advantage. An excellent competitive advantage must be sustainable (Barney, 2014), and a
sustainable competitive advantage has a solid financial component. Both theoretical approaches
demonstrate the role of financial sustainability on a firm’s sustainability.

According to Schuman (1995), legitimacy embodies three dimensions: pragmatic, moral, and
cognitive. The pragmatic dimension reflects the ability of the tangible benefits for the stakeholders
and the company. The moral dimension involves the organization’s obligation to do the right
thing. The cognitive dimension reflects the congruence between what the company states and
does in practice (Schuman, 1995). Our paper uses the institutional legitimacy theory linked to
ethics to shape the study variables. Such theory incluudes the moral dimension of legitimacy,
where companies seek the well-being of stakeholders and society in general (Scalzo & Akrivou,
2020). In this investigation, we focus on environmental, aging, and social or econiomic exclusion
problems that, according to institutional theory, must be addressed by companies as a legitimation
strategy, reflecting that they are assuming their responsibility to society while maintaining their
reputation (Scalzo & Akrivou, 2020).

Legitimacy embodies the right way in which things should be regarding groups, people,
positions, behaviors, and rules (Zelditch, 2006). Therefore, it is based on an implicit contract
between society and companies, where the latter agree to comply with desired social outcomes
in exchange for approval, which guarantees survival (Guthrie & Parker, 1989). Legitimacy has
been approached by Suddaby et al. (2017) from three different perspectives: property, process,
and perception. Legitimacy as property is understood as a resource, an asset, or a capacity of the
organization. As a process, it is conceptualized as an interactive social construction. Legitimacy
as perception is understood as an evaluation or a socio-cognitive construction. Although these
are three ways of conceiving legitimacy, none of the three views is at odds with the other. On
the contrary, they are complementary for a better understanding of the construct.

From the RBV theory, building a sustainable competitive advantage must rely on valuable,
rare, inimitable, and organized resources (Barney, 2014). One of these resources is legitimacy.
Legitimacy fits the RBV theory when assumed from the ownership perspective, which recognizes
the organization as a portfolio of resources that can include assets or skills. Legitimacy can be
assumed as an intangible asset (Galbreath, 2005). However, also a resource of high social complexity
since achieving it depends on the groups, people, positions, behaviors, and rules that define it.
Barney (2014) proposes that assets of high social complexity are those that can contribute the
most to the company’s sustainable competitive advantage.

Several authors have seen legitimacy from the RBV perspective. Li et al. (2017) assert that
from a resource-based view, a corporation’s response to external legitimacy pressures depends
on its internal resources. Kim and Kraft (2017), based on the natural resource-based view -an
extension of the RBV theory- conceive efforts on environmental legitimacy as a resource through
which Higher Education Institutions can increase their innovativeness and reputation as driving
forces for sustainable growth.

Caussat et al. (2019) address the legitimization strategies of multinational enterprises (MNE:s)
to overcome the liability of foreignness in distant foreign environments. The authors recognize
that legitimation strategies require resources to achieve their objectives successfully, and their
four legitimization strategies are proposed from the RBV perspective. Martin-de Castro (2021)
also sees environmental legitimacy as a firm resource for proactive corporate environmentalism.
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Previous empirical studies found a positive influence of legitimacy on financial sustainability,
such as Acquah et al. (2021). Cantele and Zardini (2018) show that social, economic, and
formal practices of sustainability influence operational success and competitive advantage, which
directly affects financial performance. Nwoba et al. (2021) found that corporate proactive and
responsive sustainability strategies positively relate to market performance. Other studies that
have shown the direct effects of sustainability practices on financial sustainability are Wagner
(2005), Ameer and Othman (2012), Hollos et al. (2012), Abughniem and Hamdan (2019) and
Danso et al. (2019).

However, building legitimacy as an intangible asset, and a resource of high social complexity,
is a complicated process for an organization because it is also a multidimensional construct,
including green, managerial, and moral legitimacy. Green legitimacy is created by protecting the
natural environment (Baah et al., 2021). Moral legitimacy pursues socially positive values within
an ethical environment in the organization (Diez-De-Castro & Peris-Ortiz, 2018; Schuman,1995).
Managerial legitimacy aligns the organization’s mission and vision with society’s needs (Diez-
De-Castro & Peris-Ortiz, 2018).

Additionally, legitimacy is an asset of high social complexity because it can be manipulated by
distorting or concealing information to the public (Lightstone & Driscoll, 2008) regarding the
environment (O’donovan, 2002) or tax aggressiveness policies (Lanis & Richardson, 2013). That
is why legitimacy disclosures made by the organization are used to keep stakeholders informed
about the organization’s performance, going concern situation, and materiality issues (Lightstone
& Diriscoll, 2008; Oleksiyenko, 2013).

3. DEVELOPMENT OF HYPOTHESIS

Legitimacy building can be a complex process that focuses initially on the stakeholders and
is developed in stages, pragmatic first, moral second, and cognitive third (Rosser et al., 2022).
Therefore, building intangible and high social complexity requires important resources, as
legitimacy is a costly process to develop an organization (Barney, 2014). Legitimacy initiatives
can give competitive advantages to companies through customer satisfaction (Payne et al.,
2018), a good reputation (Czinkota et al., 2014; Miotto et al., 2020), and customer loyalty and
commitment (Del-Castillo-Feito et al., 2022). The initiatives to build legitimacy are difficult for
competitors to imitate, which is why their positive contribution to the sustainable competitive
advantage for the firm. Nevertheless, as a costly process, it could go against the sustainability of
the competitive advantage the firm wants to achieve.

That is what generates the tension that our first research question addressed. As the studies
mentioned above demonstrate the positive impact of legitimacy actions on financial sustainability,
none were conducted during stressful times of crisis like the COVID-19 pandemic. That makes
it necessary to validate the theoretical assumption that legitimacy contributes positively to the
financial sustainability of a business, more specifically, to entrepreneurship in times of crisis.
That leads us to the following research hypothesis:

e H1: Businesses that invest in legitimacy actions more than their competitors in times of
crisis are financially more sustainable than their competitors.

Another resource for building upon a sustainable competitive advantage is the social capital

of the entrepreneurship and the entrepreneur. Family and friends are a part of the social capital.
The role of family and friends is evident at different stages of a venture and in the fundamental
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decisions of entrepreneurs. Entrepreneurial friends increase entrepreneurial intention (Tarapuez-
Chamorro etal., 2018). It also helps to identify opportunities (Nkongolo-Bakenda & Chrysostome,
2020), accompanies venture creation (Welsh et al., 2014), and assists business growth stage
(Yazici et al., 2016).

One of the areas where the literature most refers to the role of family and friends is financial
support for an entrepreneur’s start-up (Bukonda et al., 2012; Campbell & De Nardi, 2009;
Kotha & George, 2012; Zuluaga & Mejia, 2010). Immigrant entrepreneurs are more likely
to finance their businesses from informal sources. Still, they rely less on loans from family and
friends than non-immigrant entrepreneurs (Kushnirovich & Heilbrunn, 2008). In the case of
young entrepreneurs with financial capital constraints, the entrepreneur’s family and friends
support such needs (Hulsink & Koek, 2014).

Another area of the role of family and friends in entrepreneurs is listening support. Literature
shows that entrepreneurs listen to their networks as a source of opportunities and resources
(Danes et al., 2013; Klyver et al., 2018; Nielsen & Klyver, 2020).

The specific role of family and friends as a social capital resource is present in the scientific
literature during times of COVID-19. Using social capital (offline and online) was a valid strategy
to cope with the challenges faced by micro-entrepreneurs in Malaysia during the pandemic
(Tajudin et al., 2021). Also, social capital positively influenced e-business proactivity in response
to the COVID-19 crisis (Al-Omoush et al., 2020).

However, the literature does not demonstrate the role of family and friends in mitigating
the tension between the pursuit of legitimacy and the achievement of sustainable competitive
advantage. From the RBV theory, social capital’s influence on the relationship between these two
variables may be attractive because social capital, as an intangible resource, unlike legitimacy,
might be a less costly resource for the venture to utilize.

Indeed, family and friends are a resource inherited in part by the entrepreneur and in part
built throughout his life. Although, most of the time, that form of social capital requires time,
emotional, and financial investments, it is a resource that, unlike legitimacy, does not involve
costs attributable to the management and is not reflected on the financial statements of the
entrepreneurship. Therefore, it does not fall within the competition mentioned above.

Hence, we understand the support of family and friends as a resource that the entrepreneur
can use to minimize the negative impact of the financial competition between legitimacy and
sustainability. Based on that, we propose the following two research hypotheses:

e H2: Family support moderates the relationship between legitimacy and financial sustainability
so that a higher level of family support strengthens the positive relationship between
legitimacy and financial sustainability in times of crisis.

e H3: Support from friends moderates the relationship between legitimacy and financial
sustainability so that a higher level of support from friends strengthens the positive relationship
between legitimacy and financial sustainability in times of crisis.

The model in figure 1 shows the variables and relationships between the variables proposed
in this research.
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Figure 1. Hypothesized research model.
Source: Prepared by the authors.

4. METHODOLOGICAL PROCEDURES

The study used the Structural Equation Model (SEM) technique to examine the variables.
SEM is used to correlate multivariate data of the latent variables to determine their relationship.
The current study used SEM to incorporate multiple independent and dependent variables
(Ramlall, 2016). Previous studies regarding legitimacy practices and financial performance have
used the SEM models (Cantele & Zardini, 2018; Hollos et al., 2012; Nwoba et al., 2021). We
used SPSS and SPSS Amos v.26 software to analyze the data. Also, James Gaskin’s Master plugin
was employed with SPSS Amos v.26.

4.1. VARIABLES OPERATIONALIZATION

For the operationalization of the dependent variable, financial sustainability, it was considered
that the study would be conducted on entrepreneurs from different geographical regions. For
the case of Colombians, Pardo and Alfonso (2017) highlight that some aspects that lead to
entrepreneurial failure are a lack of indicators/management measures and poor information
management. On the other hand, our research is a self-reported study. That would make it hard
to report complex financial indicators such as Sales/Revenue Growth (SG), Return on Assets
(ROA), or Tobin’s Q (market value/book value of assets).

Consequently, the operationalization of this variable asks entrepreneurs to benchmark themselves
against their competitors on three general financial indicators: sales, which agrees with Nwoba
et al. (2021); profits, as proposed by Osazefua (2020); and cash flow, in agreement with Ameer
and Othman (2012).

For the operationalization of the independent variable, legitimacy, the moral aspect, and green
legitimacy proposed by Diez-De-Castro and Peris-Ortiz (2018) were considered because of their
relationship with the ethical and natural organizations’ environment (Baah et al., 2021). In
times of pandemic, it is essential to observe the organization’s legitimacy from Corporate social
responsibility (CSR) activities, as proposed by Searcy and Buslovich (2014) and emphasized by Anon
(2021). Our focus on measuring the legitimacy variable coincides with Giacomini et al. (2021).
They observed that companies’ legitimacy increased by their actions to meet societal expectations
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during the pandemic. In this sense, our operationalization of this variable contemplates three
indicators: environmental solutions, health and/or elderly solutions, and exclusion addressing.

Green performance has been relevant for ventures before the pandemic (Ge et al., 2016).
However, after the pandemic, companies are called for environmental solutions that contribute
to the sustainability of their processes (Ferro & Vocciante, 2021). On the other hand, the
populations most vulnerable to the pandemic are adults, as proven by Dhama et al. (2020) and
D’cruz and Banerjee (2020). For the elderly, entrepreneurs can generate solutions to support
their problems and prevent their contagion (Tung, 2020). Finally, the pandemic has aggravated
the problems of exclusion, as proven by Ransing et al. (2020), Lightman (2021), and He et al.
(2020). Entrepreneurs can contribute to the decrease of these exclusion problems, as Morgiil and
Findiklt (2022) and Colovic and Schruoffeneger (2021) point out. Our operationalization asks
entrepreneurs to self-assess themselves comparatively with competitors on all three indicators
for this variable.

For the operationalization of the moderating variables, for both family and friends’ support,
we considered one indicator of general support and two indicators of specific support: financial
support and listening. The moderating effect of the support from family and friends was
operationalized by three questions for each variable, measured by a five-point Likert. Table 1
shows the operationalization for the chosen variables.

4.2. SCALES VALIDATION

The variables and indicators were validated according to Exploratory Factor Analysis (EFA)
and Confirmatory Factor Analysis (CFA). These techniques ensure that the variables are helpful
for subsequent use in a structural equation model.

SPSS and SPSS Amos software, version 26, were used for the analysis. EFA was carried out
on the questionnaire items sent to entrepreneurs and using the Unweighted Least Squares (ULS)
procedure to determine the relevance of the factorial technique. The extraction procedure was
the non-orthogonal Promax procedure with Kaiser normalization. Cronbach’s alpha was also
calculated to complement the internal consistency of the scales found in the EFA.

Based on the results matrix of table 1, the Kaiser-Meyer-Olkin indicator (KMO) was 0.725,
in the accepted range (0.70). Bartlett’s test of sphericity took zero value, which means there is a
correlation between the items. The variance explained was 55,00% in the four factors identified.

Following the procedure, CFA was conducted with AMOS v.26 for the four factors identified
to test the measurement model (Figure 2). The indicators were calculated, and then the latent
variables were converted into composite variables using the impute option.

The assumptions were validated using James Gaskin’s Master Validity plugin. The reliability
and validity of the constructs were determined by calculating composite reliability (CR) Hair et
al. (1998), and convergent validity by calculating the average variance extracted (AVE) (Malhotra
& Dash, 2011). In addition, Cronbach’s alpha was calculated. Table 2 shows the results of the
analysis.
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Table 1

Results matrix for EFAs ULS procedure

Pattern matrix

Factor

Q41_1
Q412
Q41_3
Q41_5
Q41_6
Q41_7
Q79_1
Q79_2
Q79_3
Q80_1
Q80_2
Q80_3

0.887

0.895

0.687
0.746
0.859
0.577

0.485
0.791
0.782

0.773
0.389
0.631

Source: Research data.

Figure 2. Initial measurement model.
Source: Prepared by the authors.
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Table 2
Dimensionality, reliability, and validity for the initial model’s different scales

Cronbach’s Friend’s Financial .. Family
Alpha CR AVE Support  Sustainability Legitimacy Support
Friends 0.622 0772 0416 0.645
Support
Financial 0.872  0.876  0.702 0.041 0.838
Sustainability
Legitimacy 0.774 0.780 0.544 0.080 0.518*** 0.737
Family 0716 0739 0494 0436 0.089 -0.023 0.703
Support

Source: Research data.

The composite reliability (CR) confirms that the different scales are reliable. In all cases, the
values exceed the 0.70 limits. Convergent validity was confirmed except for Family Support
(0.494), close to the 0.5 limits, and Friend’s Support (0.416). However, Malhotra and Dash
(2011) point out that “AVE” is a more conservative measure than CR. Based on CR alone, the
researcher can conclude that the convergent validity of the construct is adequate. However, more
than 50% of the variance is due to error” (Malhotra & Dash, 2011, p. 702).

4.3. SAMPLE AND DATA COLLECTION

The study population consisted of self-employed entrepreneurs who own one small or medium-
sized enterprise (SME). Small and medium-sized companies that were part of the study were
classified as such, considering revenues and the number of employees. According to decree 957,
manufacturing, commerce, and services companies must have revenues from $ 839,007,741 to
76,935,760,044 Colombian pesos (Ministerio de Comercio, 2019) to be an SME. Additionally,
according to Cardozo et al. (2012), the criteria for the classification of the type of companies in
Colombia also consider the number of employees, which is between 11 and 160.

The sampling technique used was determinist volunteer sampling, in which individuals
volunteered to be the research subjects (Jupp, 2006). The Colombian universities’ professor's
networks provided the entrepreneurs’ contacts.

Data was collected by applying the questionnaire to Colombian entrepreneurs during March
and April 2020. The questionnaire was delivered in Spanish and applied online using the Quatrics
tool. All respondents were contacted by email and gave their consent for participation in the
study and were guaranteed anonymity.

The response rate obtained was 219 entrepreneurs from Colombia. The entrepreneurs belonged
to manufacturing, sales, gastronomy, services (consulting, software development, legal support),
human services (nursing, medicine, training), and extractive industries. We conducted an
exploratory data analysis (EDA) to reduce the sample from 219 to 95 cases, eliminating missing
values. The 95 entrepreneurs constitute the valid study sample.

Participants ranged from 20-39 (9%) and between 40 and 69 (91%). Of the sample, 29% were
women, and 71% were men. 28% had a higher education level, and 64% had a master’s degree.
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5. RESULTS AND STATISTICAL ANALYSIS

The model was evaluated using the Structural Equation Model (SEM) technique. The SPSS
and SPSS Amos software, version 26, were used for the analysis. After validating the variables
and scales, the interaction variables were constructed by the product of the moderating variables
with the independent variable.

Figure 3 shows the composite moderator variables for Friend’s Support and Family Support,
the independent variable Legitimacy, the dependent variable Financial Sustainability, and the
interactions (product of them) between the independent variable and the two moderator variables,
calculated by pairs.

Figure 3. General regression model.
Source: Prepared by the authors.

Field (2018) states that one should be careful when labeling effect sizes as small, medium, or
large because it depends on the research field and the studied phenomenon. In social sciences, the
effects are generally smaller than in natural sciences. Cohen’s (1992) suggestion that R-squared
values from 0.26 onwards are large can be accepted for social sciences. Accordingly, our model
reasonably predicts the dependent variable Financial Sustainability, whose R? was 0.327, indicating
that the model explains 32.70% of the changes in Financial Sustainability. Table 3 shows the
different p values in the direct relationships and the interactions (moderations). It shows how
the direct relationship between Legitimacy and Financial Sustainability is statistically significant
(***), validating hypothesis 1.

The direct relationships between Family Support with Financial Sustainability and Friends’
Support with Financial Sustainability were not significant. The p-values were 0.267 and 0.892,
respectively.
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Table 3

Regression coefficients with interactions

Estimate SE. CR. P Hypothesis
ES <---  Legitimacy .621 .101 6.159 o H1: Supported (95% sig.)
ES <---  Family Support 132 119 1.109 267
ES <---  Friend’s Support .013 .094 135 .892
ES < ILFa$ .070 .035 1.966 .049  H2: Supported (95% sig.)
FS <--- ILFrS? -.062 .037 -1.678 .093 H3: Rejected (90% sig.)

Source: Research data.

Note: ' Interaction between legitimacy, family support, and sustainability.
nteraction between legitimacy, friends” support, and sustainability.

2 Interaction between legitimacy, friends’ support, and sustainabil

Our study also assessed the moderating role of Family Support and Friends’ Support on the
relationship between Legitimacy and Financial Sustainability. The results revealed a positive and
significant moderating impact of Family Support on the relationship between Legitimacy and
Financial Sustainability (b= 0.070, t= 1.966, p= 0.049), supporting H2 with a significance of
95%. The results suggest that Family Support strengthens the relationship between Legitimacy
and Financial Sustainability.

6. DISCUSSION

A crisis like the Covid-19 one can foster the creation of new ventures (Davidsson & Gordon,
2016). However, at the same time, they can modify resource allocation in resource-constrained
organizations like entrepreneurs’ ventures (Soluk, 2022).

Following De Massis et al. (2018) suggestion, it is crucial to know how sustainable competitive
advantage can be achieved despite the lack of essential resources. Also, to know the reasons for
the resource allocation in times of crisis and what resources’ configuration better contributes to
the business sustainability in resource-constraint times.

This paper explores legitimacy and family and friends’ support as intangible resources. Our
model shows that the empirical relationship between legitimacy and sustainability proven in
regular times is still significant in times of crisis like the Covid-19 pandemic. It suggests that
entrepreneurs still choose to spend on legitimacy actions during a crisis and resource constraints,
assuming this investment will have a return during the crisis and in the future. Also, the study
results show that in the light of institutional theory, the investment in ethical actions that have
a moral component to do the right thing, such as resolving environmental, aging, and social
or economic exclusion problems, is a good choice in crisis times because while they seek the
common good, the financial sustainability is increased.

Our model also shows that during the time of the pandemic and the context of Colombian
entrepreneurs, friends’ support does not contribute significantly to financial sustainability on
their own, which is consistent with the findings of Iakovleva and Kickul (2011). However,
the family contributes to the legitimacy and has a moderating and enhancing effect between
legitimacy and financial sustainability from the general support they receive from their families,
both financially and listening.
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Contrary to our expectations, the relationship between legitimacy and financial sustainability
was weakened by the interaction of the entrepreneurs’ friends” support. Our result is similar to
that of Ahmed and Kayat (2020), who found that friends’ support had a significant but negative
effect on female students’ entrepreneurial intention.

Although our study does not have an explanatory scope, we can generate some questions
from the findings. To our understanding, we could find the difference between the moderation
of family and friends, wondering if, in times of crisis such as the Covid-19 pandemic, there is
equal accountability and quality of the support received from family and friends.

Perhaps because of the greater physical closeness generated between family members in times of
crisis (isolation, living together, and more time to share face-to-face) than between friends, there
is greater accountability for the family support received by the entrepreneur. Regarding quality
support, friends could increase anxieties, fear, and uncertainties. All of that could negatively affect
how entrepreneurs deal with the stress associated with the pandemic, having poor performance in
their endeavors. That can lead entrepreneurs to decrease the impact of his/her legitimacy actions
on the financial sustainability of the business.

Although a crisis such as the Covid-19 pandemic is unlikely to be repeated in identical form, as
Soluk (2022) argues, financial crises, natural disasters, terrorist attacks, and wars occur regularly
on a global basis, and they can have a devastating effect on organizations. For this reason, future
studies in times of crisis should measure the construct of accountability to family and friends in
a mediating position in the relationship between legitimacy and financial sustainability to clarify
the effect of such variables in the proposed relationship.

Another possibility as to why the results differed in moderation could lie in family and friends’
perceived value of investments in legitimacy. The family could perceive investment in legitimacy
as more appropriate than friends, who could consider an investment in tangible resources more
adequate.

Future research could measure the perception of family and friends on the value of investments
in legitimacy, the intensity of communication between the entrepreneur and his family and friends,
the degree of conditioning of the financial support received, and its impact on the relationship
between legitimacy and financial sustainability in times of crisis.

7. CONCLUSIONS

Entrepreneurship ventures are essential to Colombia’s economy, which faced several challenges
during the COVID-19 pandemic. One of the challenges was to maintain legitimacy practices
in a financial crisis. The study results showed that legitimacy as a strategy to achieve financial
sustainability in difficult times is a successful tool used by entrepreneurs. Companies that pursue
green, moral, and managerial legitimacy strategies such as environmental, health, and elderly
solutions and exclusion addressing will overcome crises and will have profits.

The RBV theory visualizes legitimacy as an intangible asset that cost money. In times of
uncertainty like COVID-19, entrepreneurs decide to invest scarce economic resources into
legitimacy actions because they will translate into financial sustainability.

The link of organizational legitimacy with financial sustainability implies a company’s capacity
to meet its financial obligations and successfully face financial risk, being more competitive in
producing new products and services. Previous empirical research found a positive influence
of legitimacy on financial sustainability (Acquah et al., 2021; Baah et al., 2021; Danso et al.,
2019; Hollos et al., 2012; Wagner, 2005). Still, no such relationship has been examined among
entrepreneurs in times of crisis like the COVID-19 pandemic.
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Family is a fundamental part of the entrepreneurs’ support in the scientific literature, financial
support being the most important. Empirical studies show little evidence of social capital
moderating the relationship between financial sustainability and legitimacy.

During the COVID-19 pandemic, the legitimacy and reputation of companies increased due
to actions taken to meet society’s expectations. Border closures and lockdowns decreased demand,
caused delivery delays, and harmed companies. However, organizations created by entrepreneurs
that pursue legitimacy were able to overcome financial sustainability challenges. Also, family
positively impacted achieving e-business proactivity in response to the COVID-19 crisis.

8. THEORETICAL AND PRACTICAL IMPLICATIONS

The contribution of the research study is the recognition of the relationship between legitimacy
and financial sustainability enhanced by family. Previous empirical research examined the
relationship between legitimacy and financial sustainability. However, the analysis was not
conducted in a crisis context such as the COVID-19 pandemic, which generated a high level of
uncertainty and tough decisions regarding the investment of resources into legitimacy actions
or to invest in other endeavors.

During the COVID-19 pandemic, entrepreneurs relied on family and friends to obtain support
during challenging times. However, only family enhanced the relationship between the studied
variables. This identification is important because the family will be fundamental to maintaining
organizational legitimacy and financial sustainability in times of crisis.

The study’s novelty is that friends negatively moderate the relationship between legitimacy and
financial sustainability. Also, a contribution of the research was the measurement of specific social
capital variables that were not explored in previous literature (listening and financial support).

In this empirical study, sustainable competitive advantage is incorporated into the relationship
between legitimacy, financial sustainability, and social capital during the COVID-19 pandemic,
introducing the use of a theory designed more specifically for strategic management.

Future researchers could replicate the current study after the initial impact of COVID-19 to
determine if the enhancing effects of the family are still present and if the negative moderation
of friends still prevails in non-crisis times. Also, the relationship between the variables could be
studied in other companies that do not involve entrepreneurship.

9. LIMITATIONS

Our study has several limitations. First, the sample size in our study was smaller than desired
because only 95 cases were valid from the 219 responses received. For future research, the sample
size should be larger.

Another study’s weakness is that the dependent variable was measured as self-reported measures.
Likewise, the study has a common-method bias since the dependent and independent variables
have been measured similarly. In future research, measuring the dependent variable differently
from the independent variable and using objective indicators of entrepreneurship would be
more valuable.

Another limitation of the study lies in how the moderating variables were measured. How the
variables family support and friends’” support were measured aggregates the information and do
not allow us to see specific interactions of interest. For this reason, in future research, listening
and financial support should be measured independently and as reflective variables, both for
family and friends, to assess independent interactions and not in an aggregated manner.
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APENDIXES

Apendix A
Variables operationalization
Variable Indicator Item Type of question Number
Benefits Benefits Five-point Likert scale Q41_1
Financial . o1
... Sales Sales Five-point Likert scale Q41_2
sustainability
Cash flow Cash flow Five-point Likert scale Q41_3
Envu.ronmental Offering solutions to environmental Five-point Likert scale Q41_5
solutions problems
Legitimacy Health and/ or O.ffermg solutions to health and/or Five-point Likert scale  Q41_6
elderly solutions  aging problems
Excluspn Comb.atlng economic and/or social Five-point Likert scale Q41_7
addressing exclusion and poverty
General support received by the family . -
General support i1 the last month Five-point Likert scale Q79_1
Famil Family willingness to listen in the
“w o};t Listening support last month about your work-related Five-point Likert scale Q79_2
bP problems
. . Financial support received by the family . N
Financial support in the last month Five-point Likert scale Q79_3
General support received by friends in . -
General support the last month Five-point Likert scale Q80_1
Friend Friends’ willingness to listen in the
“ N orSt Listening support last month about your work-related Five-point Likert scale Q80_2
pp problems
Financial support Financial support received by friends in Five-point Likert scale Q80_3

the last month

Source: Prepared by the authors.
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BBR Apendix B: Questionnaire prepared by the authors

Q41. Please rate how successful your business has been during the last month compared to competitors
with respect to

23 1 = Much 2 = Worse 3 = Same 4 = Better 5 = Much
worse than the than the as the than the better than the
competitors competitors ~ competitors  competitors competitors

Q41_1 Benefits

Q412 Sales o o . - .
Q413  Cash flow . . . - _
Qs g
QL6 iwins -
QLT e -

Q79. The following questions ask about the support you have received from others during the last month.

S = Very

much

1 = Nothing 2 3 4

How much is your family

Q791 helping or supporting you?
How willing are they in
your family to listen to you

Q792 about your work-related
problems?

Q793 How much is your family

helping you financially?

Q80. The following questions ask about the support you have received from others during the past month.

5 = Very
much

1 = Nothing 2 3 4

How much are your friends

Q80_1 helping or supporting you?

How willing are your
Q802 friends to listen to you

about your work-related
problems?

How much are your friends

Q80_3 helping you financially?
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