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INTRODUCTION

LI

“Disaster”, “Catastrophe” and “Crisis” are words Wequently see on newspaper front pages and in
news programs today. Rapid communications togetitérthe dominance of mass media in daily life
ensure that everyone knows everything (or at ldesheadlines) of what evils are occurring anywhere
in the world at any time. While it can be arguedttthe world is perhaps no more dangerous for the
average person today than it was 10 or 20 years thgosame cannot be said for Multi-National
Corporations (MNCs). The “Butterfly Effectis no longer needed to explain the effects of evaalf

a world away on corporate headquarters, as firmsallokizes now rely on internal and external
networks spread far wider than at any time prewoirs history, resulting in direct impacts that can
literally travel at the speed of light. In shortstable situation in the “home country” is no longe

guarantor of stability for the firm as a whole.

This new world brings with it an assortment of ngsks. Terrorism, long thought to be confined te th
“unstable” regions of the world, became one of dedining phenomena of the new millennium in,
quite literally, the space of a day. The Septenider2001 attacks in the United States dispelled any
remaining notion that there could be an isolatedketain today’s world, as this event very nearly

precipitated a worldwide recession.

The problems of industrial and consumption-relgtetution, another truly global problem, are also
rapidly rising to the fore in many nations, as etightening environmental regulations and limits ar
placed on MNCs, with severe penalties both in fiaed in public relations for violations. Besides th
spectre of global warming and environmental degradaone need look only as far as the sinking of
the Prestigeoil tanker off Spaify the Bhophal, India chemical Ieaiind the American 3-Mile-Island
nuclear accidefitto see where corporations can be held morally @iminally responsible for their
own disasters.

Finally, nature itself has proven that even in tigsv age, it alone can be a force to be reckon#u wi
The December 2§ 2004 tsunami in Southeast Asia was an unprecedatisaster not only for the
countries directly affected, but also for natioifke ISweden, which lost hundreds of citizens on besac

half a world away. Likewise, Summer 2005’s Hurrieafatrina has cost the U.S. hundreds of lives and

! Butterfly Effect: “In a chaotic system, the abjlibf miniscule changes in initial conditions (suaé the flap of a butterfly’s
wings) to have far reaching, large-scale effectshendevelopment of the system (such as a the eamira/eather a continent
away).” McGraw-Hill Dictionary of Scientific and Tanical terms, 2003 ed.

2 ThePrestigewas a Bahamas registered, Liberian owned 26 ydamoker that sank in the Atlantic off Spain’s iB&n coast
on November 19, 2002. After being damaged in a storm some dasiegahe ship was denied entry to French, Spaaisth
Portuguese harbours for fear of contaminating eacintry’s coastline. http://www.greenpeace.orgfimiéional/news/prestige-
one-year-on

3 Described in detail later in this paper

4 0n March 28, 1979, the reactor on Pennsylvania’s 3-Mile Islargerienced a critical failure of the reactor'slemt system,
nearly resulting in a catastrophic meltdown of tlaglioactive core. A small amount of radiation wateased into the
environment, but was contained within the facilithe operators on duty, and operating company @getitan Edison) were
held responsible  for poor maintenance and  safety oceglures. http://www.washingtonpost.com/wp-
srv/national/longterm/tmi/stories/ch1.htm.



billions of dollars in direct damages, while alsvearely disrupting the activity of one of the nat®

busiest ports and oil processing areas, affectiiog fevels both domestically and worldwide.

Problem Formulation

The negative synergistic effect presented by thmbioation of new risks with the need for rapid
reaction times makes the maxif@et it right the first time” all the more relevant for corporate
leadership. These leaders, be they CEOs or teardinators, can be faced with issues that impact not
only their normal sphere of influence but can alatapult them to the position of decision makers fo
the entire firm and all of their stakeholder# is then of primary importance that these leadse

equipped to deal with these critical issues, aabme examples indicate.

This paper is aimed at assisting the leader in Bgro grips with such situations, its contributioging
the comparison of theory with the experiences oftimationals with crisis situations. This motivates

our core question: How do today’s leaders cope thighcrises that face them in their working lives?

® The Cold War produced one notable example of atively minor decision maker making far-reachingisiens. Soviet
Colonel Stanislav Petrov, responsible for analysatgllite intelligence of US ballistic launches fbe Soviet high command,
was faced on September2@983 with apparently reliable electronic notifioa that a massive US atomic strike was underway,
with only minutes to react. Disregarding this imf@tion, he correctly reported the incident as sefalarm, knowing full well
the consequences a wrong judgement could bring.addtions possibly avoided nuclear waNgshington PostFeb. 10,
1999:A19], http://news.bbc.co.uk/1/hi/world/eural#8173.stm



PURPOSE

We are writing this paper for students and futeaders with the aim to bridge the gap between the
theories of effective crisis leadership with thality of crisis management in the field. By compari
prevailing theory to the crisis strategies of tweeflish multinationals, and deriving knowledge fram
professional crisis management education organizatie attempt to come to some understanding of
what attributes define successful crisis leadersdmal highlight those practices and habits thatdes

would do well to avoid.

Delimitations

We view Crisis Leadership to be but one aspedi@biroad topic of Crisis Management; as such, there
are some elements of crisis situations that we wiilly deal with inasmuch as they are directly
applicable to the case of an individual leaders Hfor this reason that we discuss only in passiay
subjects of Crisis Avoidance and Crisis Recovepythtey invariably involve systems far greater in
scope than the individual leader. They therefolieofatside the scope of this paper, although they a

in themselves fascinating topics that demand their specialized study.

With regard to our geographical scope: While we ms@y descriptive examples of firms from around
the world, the case studies in this paper have bedted to Swedish-based multinationals, in ortter

increase relevance for the most likely reader$isfpgaper.

The Definition of Crisis

The true definition of “crisis” is a term that hlasen in debate for generations of scholars. Argthag
“crisis is too complex a term to be rigidly definkkk a concise dictionary definition”, theoristtRa
Lagadec [35] presents a brief history of its definition, frota oot as the Greek word for interpretation
and choice (Krisis, as used by authors of anciesnds to denote the point where a decision must be
made) to the current catch-all for the uncertaith dramatic as often used in the media and in easryd
speech. Proposing that crisis be defined in terfrthe immediate problems a decision maker faces

when dealing with such a phenomenon, Lagadec writes

Crisis: A situation in which a range of organizasp struggling with critical
problems and subjected to strong external pressudebitter internal tension, find
themselves thrust into the limelight, abruptly &od an extended period; they are
also brought into conflict with one another ... thiscurs in the context of a mass
media society, i.e. ‘live’, and the event is suventake headlines on the radio and

television and in the written press for a long tifteagadec:36]

® The key authors cited in this paper are introdunedmore formal manner in the theoretical section



Besides embracing the Webster’s Dictionary debnitof crisis as a “turning point for better or wets
organizational consultant Steven Fink defines £ffsiom a practical, business-oriented point ofwie

as being any situation that runs the risk of:

Escalating in intensity.
Falling under close media or government scrutiny.

Interfering with the normal operations of business.

Eal

Jeopardizing the positive public image presentjgysd by a company or
its officers.

5. Damaging a company’s bottom line in any way.

[Fink:15-16]

Fink describes his “Opportunities in work clothésipproach to the definition of crisis further:
anyone who can predict and plan for a turning pwirtiis or her business or personal life standara f
better chance of capitalizing on that opporturtitgrt someone who allows the crisis to sneak up mn hi

or her unprepared.” [Fink:15]

"“Problems are only opportunities in work clothesQuote of American industrialist Henry J. Kaisesed by Fink.



BACKGROUND

Crisis Management is a relatively new disciplinebirsiness studies; the Tylenol Poisonings of 1982
and the study of Johnson & Johnson’s responseisagitnerally considered to be the seminal incident
that spurred serious academic research into man@porate crisis management [Mitroff:36]. In this
incident, a person or persons unknown (the casairsnunsolved) adulterated capsules of Tylenol by
carefully opening the gelatine capsules, insertiyanide pellets, resealing the capsules and plahimg
containers back on store shelves in the Chicagn®ai¢hile infamous for the death and panic it caused
(seven people were killed, and the subsequent vaitil of $100 million in Tylenol capsules yielded
two more contaminated bottles) the incident hasilregarded by many analysts as the best-handled
corporate crisis in history [Fink:203-218]. Johnstdohnson’s long standing reputation in the U& as
reputable producer and seller of pharmaceuticatggther with its genuine concern for its customers
(full page notices in newspapers warning of thegganas well as a product withdrawal which took
place under the objection of the U.S governmentp fdared it would be interpreted as a sign of
weakness in the face of terrorism) and employdsg(bduction subsidiary, McNeil Pharmaceuticals,
would have gone bankrupt had Johnson & Johnsorcongred the cost of the recall) allowed the

company to recover 98% of its market share in teary [Fink:214].

Given the common interpretation of ‘crisis’, it stid come as no surprise then that there are many
more examples of crises with less positive outconbesh for the public and for the companies
involved. Examples such as the 1984 Bhophal dis&sttndia hammer home the idea that business

leaders are responsible for far more than jusbdt®m line.

In this disaster, as described by both Fink andd®ejFink:168-189; Perrow:354-355], 4,000 people in
the community surrounding a chemical pesticide tpldied outright as a dense cloud of methyl
isocyanate rolled though the streets shortly aft@night, killing many in their sleep and criticall
injuring at least 200,000 more, with deaths in egpent years from health complications estimated to
be in the tens of thousands. The parent compar, hhsed Union Carbide, initially claimed that it
had negligible control over the activities of itallan subsidiary; it was subsequently proven inrtcou
that the US office held considerable sway over rgangent of the plant. Indian management was
under great pressure to become profitable; nofafilatives included cutting work crews by 60%, not
repairing and in some cases deactivating safetiemgs to reduce costs, and dealing with safety

concerns by employees by firing those who drewnétia to thent,

Fink [175] relates that the company had in factsidered the Bhophal plant to be the “sister” ofrthe

plant in Institute, Virginia before the disastendafollowing the disaster made much of the apparent

8 It is this event, and the copycat incidents tlodibived it that motivated food and drug manufaatsiie introduce “tamper-
proof” packaging, which is a common feature of grggroducts today.

9 To Union Carbide’s credit, Chairman Warren Andarsisited Bhophal shortly after the disaster witteam of technicians and
aid workers to assist the local population; howgherwas promptly arrested by Indian police andggéth with manslaughter.
He subsequently posted bail and fled the countrs ijprivate jet, and is now a wanted man in Indihjctv to this day is

petitioning the US for his extradition for trialtth://www.greenpeace.org/international/news/caradminal-found.



ineptitude of the Indian workers and managers. ITAgjuments became less convincing when, eight
months after the Bhophal disaster, an almost idahtaccident occurred in Institute, with the

population of the town being saved only by virtdéavourable winds.

These two cases clearly illustrate the conceptdhiaés can have very different outcomes depending
on the abilities and actions of management. Neitioenpany had a formal crisis management plan in
effect, but one company was able to completelywecérom a potentially bankrupting incident while
the other became infamous for what many commerstdtave called “the worst industrial accident in

history”.1°

To further disturb the sleep of managers and lesadéale organizational theorist Charles Perrow
brings forward the concept of “Normal Accidents”aecidents that are inevitable in complex and
highly interdependent systems. In his work, Perhovestigates the nuclear power industry, chemical
and petroleum producers and airlines, to name a Rafrow finds that certain industries, and “high
risk technologies” in general, defy our efforts bmild in safeguards and warnings and fail
catastrophically regardless due to their inherempdexity. Perrow also holds that these technolbgie
are becoming ever more pervasive in our daily livethe Y2K computer bug was one such issue
[Perrow:388-412].

It is worth noting that Perrow's warnings are noersly unfounded paranoia regarding new
technologies. The first edition of his book wasesled in 1984, when the Three Mile Island reactor
accident was the worst nuclear accident the wodd et seen; the perils of nuclear power as an
excessively complex, very new and incredibly daaogsrnew technology stand large in his writing.
Perrow finds that the case for shutting down adllear plants in the United States as “clear” aatlst
that “...1 would expect a worse accident than TMI @é Mile Island) in three years — one that would
kill and contaminate.” [348}* Just two years later, the Chernobyl accident &kil?8 people outright
due to acute radiation poisoning, irradiated thadsaof hectares of land in Belarus and the Ukraine,
spread radioactive isotopes around the world amessitated the forced migration of over 300,000
people [UNSCEAR:453].

Expanding on Perrow’s concept of “Normal Accidentsfganizational consultant lan Mitroff brings
forward the idea of “Abnormal Accidents”, statinpat “If Normal Accidents are the result of
unintended evil, such as systems complexity, thenoAmal Accidents are the result of Evil Intentions
[sic], or deliberate acts of evil” [Mitroff:36]. Mioff provides three American examples of this
phenomenon: The 9/11 terror attacks in the UniteteS, the anthrax mail sc&eand the Enron

scandal. Mitroff states that the relative frequen€yhese events compared with Normal Accidents is

0 A Google search of “worst industrial accident istbry” yields results pertaining almost exclusivéb the Bhophal disaster
and to a lesser extent, the Chernobyl nuclear entid

" While Perrow’s second edition was published in9,98e main body of text was not changed from ®@4ledition; the main
change was the addition of a discussion of the @&ilem.

2 starting in late 2001, letters laced with the biital warfare agent anthrax began appearing inthigboxes of various
persons in the U.S. Five persons were killed in seheattacks, and the case remains unsolved.
http://www.fbi.gov/anthrax/amerithraxlinks.htm



increasing, adding a new dimension to the worlatrigis management; fighting those who actively

attempt to disrupt the security of the organizafiditroff:36].

While most leaders are not likely to have to deidha crisis on the scale of the Chernobyl disashker
flawed systems that bring about such accidentsiatr@nique to the nuclear industry. Failures cash an
do happen to firms of all sizes and business aw@as,they can hurt and kill. In addition, incidents
today can affect individuals in otherwise unrelagetivities, what Perrow calls%3party victims — the
migrated people of Chernobyl are an example. Agthér illustration: While an explosion at a power
station is certainly a major crisis for the statinanager, is it so much less of one for the bankager

on a Friday afternoon whose security, accountind) @etabase services are suddenly removed due to

the resulting power failure?

What this means for today’s leaders is that theliflood of a crisis impacting their firm, and thieye
impacting them directly, is becoming increasinglgrenlikely regardless of profession or hierarchical
position. The following cases provide some exampfeshat is being taught, what is being prepared,

and what is being done as a consequence in theatienal business world.
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CASE STUDIES

A Crisis Leadership Primer: Kreab’s Crisis Managetmecademy’

Crisis Management Academy (CMA) was establisheti9@6 as Nordisk Beredskapskademi (Nordic
Crisis Management Academy) in response to and ingilrcom lessons learned in thdexander
Kielland oil platform disastet? CMA was later incorporated as a subsidiary of $teckholm School
of Economics Executive Education division, and lfindought in October 2004 by Kreab AB, within
whom CMA currently holds the position of “Centre &xcellence”. Kreab itself is a strategic
communications and public affairs agency that wonkth companies and organizations to solve

communications and public relations issues.

According to its brochure, “The CMA concept is tanly together research results and academic
expertise with practical crisis experience from pamies and organizations [which allows it to fulfil
its mission to help] ... companies, government agen@nd organisations prevent, train for and
manage crises”. This is done via assistance toocarp customers in drawing up crisis plans
(conducting risk analysis, formation of checkliatsd manuals, conducting crisis inspections). As the
centrepiece of the program, intense full-day simmifes of crises, tailor-made for the client company
are held in order to both educate and test managemnditions approaching a real life crisis sitoia.

In addition, CMA offers the assistance of KREABS0lmanagement consultants to leaders grappling

with crisis situations - A 24-hour, 365-days-a-ykatline is available.

We interviewed Lars-Ove Wennblom, Operating ManageICMA, to discuss the topic of crisis
leadership. He described the role of CMA furtheatisg “Our focus is how the management team
handles the intangible assets in a company, thesstsawhich cannot be insured in a traditional way”
such as the brand and human capital. He stressemnagers the importance of having “backbone
experience” and “pragmatic plans” in a world whére majority of the value of a company often is
represented by its intangible assets — assets asuditand trust, perceived product quality, and the
company’s human capital, the same elements thatotdre insured. For Wennblom, crisis is defined
by the speed at which the situation develops, ngaktis “gut” experience all the more necessary for

fast and effective decision making.

Wennblom believes there are three key issues that e included in any discussion of crisis
management: leadership, communication (externait&rnal) and human reactions (how people react

when under crisis). How to face these issues fatmscore of what is taught to managers at the

3 Background information provided by Crisis Managatm&cademy brochure and website, unless otherviseified.

4 On March 2%, 1980, the Norwegian oil platfordlexander Kiellandowned by U.S. Phillips Petroleum) capsized ater

collapse of a support bracing. Of the 212 workésaad, 123 were killed, making this the worst offehdisaster in Norwegian
history. Notable is the contention that many ofsthdilled could have been saved if there had beeaffactive emergency
command structure in place, as there were 14 nsrimeéveen the collapse of the support and the zingsof the platform —
apparently nobody took charge to coordinate evamuafforts. [The Alexander L. Kielland accident].
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Academy. In addition, Wennblom takes exceptionhe belief that companies that provide crisis
communication services provide the same resultb@se that provide crisis management. Specifically

for crisis leaders, Wennblom identifies several antagnt issues:

Be aware of stakeholderé\ leader will almost certainly have to decide whdo contact out of a
variety of stakeholders on the outset of the crigisluding board members, clients, customers and
employees. Besides making the contacts quicklyyghomust also be given to what must be said to
each of these groups. Employees are a particuiambprtant group of stakeholders, and are given
special attention in the training sessions. Wermblaotes that a priest is included in the crisis
simulations, and a doctor of crisis psychologyeiained in order to provide a scientific approacthe

issue of human relations.

Have a messag&Vennblom comments, “What does it mean to say “noroent”? It means that you
will not tell the truth! ... You should not say “n@mment”, you have to say something.” The media
(and by extension, the public) will not be satidfigith a “no comment” and will only look harder to
see what it is the manager seems to be hiding.é\rie may not have all the answers right away,
Wennblom suggests adopting the strategy of takorgact information from reporters and offering to

brief them as more information becomes availabjgoaen “time-buying” technique.

Tell the truth.Wennblom holds that it is vitally important to tele truth in all communications,
especially with the media. Should it be discoveteat you or your spokesperson has not been truthful
with the media, it will almost certainly precipigat new crisis! That said, it is not important éd t
everything at once — good leaders tell only whatdseto be told. “Tell the truth but not everything”

says Wennblom.

Designate responsibilitiesThe role-playing exercises are designed to highlide limitations of
individuals and the effectiveness of teams in srisanagement. Leaders are taught that assigning the

right person to the right task, regardless of raak, go a long way in forming an effective team.

Be proactive and dynamidrganizations that train with CMA are encourageddevelop action
checklists, lists of important contacts and idgnitiéy issues before crises occur. At the same tinas,

are warned against developing thick booklets tlestdbe what to do in every situation — Wennblom
offers as an example a firm that came to CMA witbrigis management manual several centimetres

thick and left with a guide consisting of just avfsheets of paper.

Make fast decisiondVennblom’s last point is, in his opinion, one oétmost important. The rapidly
evolving environment typical of crises places enmumstress on the leader as it becomes necessary to
make potentially life-altering decisions in a veshort time frame. Methods to attain the self-

confidence necessary to make such decisions arefpiéie Academy’s program, and are a central part

12



of the crisis simulation exercises. Through theger@ses, managers get the closest experience

possible to making real decisions in real crises.

Crisis Leadership at Vin och Sgrit

Vin och Sprit (V&S) Group, founded in 1917 as tlwesimporter, exporter, and wholesale trader of
alcoholic beverages in Sweden, has undergone d@olanges in the last 27 years. Beginning with
the first exports of its signature product, Absdlatdka, to the United States in 1979, V&S’ effatts
diversify its business have resulted in the opewhgperations in 12 countries and the establistimen
of over 125 markets for its products. This growtisvin no small way spurred by the elimination sf it
monopoly supplier position with Systembolaget ag p& Sweden’s entry process into the European
Union in 1995 and the subsequent sharp drop in Bvedarket share. Today, one of the only links the
2,200-employee, fully competitive corporation hathits past is the fact that it remains wholly agn

by the Swedish state.

In light of its new global operations, risks andpensibilities, V&S created the position of Vice
President of Group Security & Risk Management i020Mats Lindmark, the officer currently filling
this position, recalls that he was contacted bydbmpany’s management board with a request to
formalize the crisis strategy of the entire Groapat the time only Stockholm had an organizatian t
was responsible for handling crises. This “steegngup”, originally made up of a number of people,

was reduced to the five people now in Lindmarkante

Contrary to the practices of some firms, the rolesafety and security manager and risk manages wer
combined into one at V&S. Lindmark explains that thgic behind this is that these roles are in fact
one and the same; only semantics separates themsesethe example of a fire at a manufacturing
plant; it is a risk to employee safety, a securisk due to the potential for arson, and is celyaam

operational risk as it can interrupt production.

A highly structured approach to crisis managemeas weemed important by the board given the
special ownership of V&S. Lindmark holds that thetfthat V&S is state owned means that there is a
difference in the way that it is treated in the medCompared to his experiences in publicly held
companies, V&S is on the end of more pointed gaastand greater pressure from the public at large
than its private contemporaries. lllustrating tlmnaerns of the company, Lindmark remarks that it
would not take long for a news agency such as Cdlkeport on the fact that V&S is owned by the
Swedish Government in the case of a major contaimmaaccident in the U.S. In addition, the
implementation of an effective group-wide strategyuld help in paying for itself by lowering the

premiums charged by insurance providers for V&Sident coverage.

15 Primary source for V&S background information: V&Boup 2005 Annual Report.
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Lindmark defines crisis as “...a situation that canip® handled with internal resources...” and as an
event that is not adequately addressable with ndposiness procedures. Crisis for V&S is perceived
as a threat to critical elements of the compangh as the safety of employees, customers, consumers
and the environment. This definition also exterwthe company’s tangible and intangible assetd) suc
as the brand and future earnings. In additionsitharacterized as being an uncertain situation,
punctuated by urgent demands for information, awmicrlack of time and a rapid progression of events

to a stage where there is a feeling for all invdltfeat there is a lack of control over the issue.

Besides this textbook definition, Lindmark alsotstathat he sees two sides to crisis, and risk in
general — one of business opportunity and onerefthhis job being to remove the threat to astgrea
degree as possible. Free positive media coveragaeisexample of benefit from crisis, which arises
when the threat has been effectively dealt witdebd, Lindmark notes that he can think of timesrwhe

other firms have “extended” a well-controlled csith the long-run benefit of the company.

V&S attempts in the first place to avoid crisisidents before they occur, but that said, when tresc

is already upon them, V&S develops a strategy thi¢hobjectives of

e Removing the threat

* Regaining control

* Limiting Damage

» Protecting and maintaining company reputation and

competitive ability with the least possible impact.

The most important issue that V&S alerts its mamagein times of crisis is the crucial role oftfasnd
effective communication. Lindmark states that ihi¥ &S’ strongest attribute; spokespeople for each
business area and the group are clearly definedbe®re a crisis appears to deal with the masées o
information demanded by all parties involved. Than include, but is not limited to, the Swedish
government, the members of the board, the medjaplisus, distributors, concerned consumers and

members of the public, and people within the congpan

This issue of communications is, in terms of Lindk'& previous experience, the critical one when
dealing with crisis. The development of instant camication mediums such as the Internet means
that there is no time to develop potential Q&A [Gtiens and Answer] forms after the crisis breaks; i
a matter of minutes after the news of a contanvnaincident breaks answers will be needed.
Lindmark stresses that it is now more importanintlaer to “do things the right way first” by

preparing and rehearsing communications well befoeecrisis appears.

In issuing communications, V&S urges its leaderkgep in mind a few broad guidelines:

14



 Never say “no comment” — This phrase only alersorters
and other parties to the fact that you have somegtta hide

» Bedirect and tell the truth

» Identify themselves as victims as well — This hdbgst when
the company is subject to a malicious attack (grswiful

contamination, etc)

The company spokesperson during the crisis is ddddr in advance; this is, on the Group level, the
director for corporate communications, who also hasalternate in the case that he or she is not
available. This is mirrored in every business aredth spokespeople predetermined and
communication paths to and from them already lailsm that communications are running smoothly
from the first minutes of the crisis. Lindmark retiat the demand for information from external and
internal actors that will arise after a crisis ésvhe need for an immediately available and fotigfed
spokesperson. It is in this area, information @histion, where Lindmark feels that V&S’ crisis p&an

are strongest.

In the interest ensuring a rapid and proper respdasfuture crises, a crisis management “control
room” has been established, as well as an additem#échboard at reception to filter the incoming
calls and direct them to the proper authoritiese Thom also serves as a place where all the staff
involved in resolving the crisis can meet facedoe and communicate most directly during times of
crisis. These considerations are important for M&® only for the ownership reasons as stated above,
but also for coping with potential damage to thenorand in determining the perception of the ctisis

those inside and outside the organization.

Besides the meeting room, V&S also relies upon si&riCommander”, a web-based database
developed by Svensk Krisledning AB for coordinatingmmunicating and logging of information and
decisions in crisis situations. This tool is avlaiéa via a secure internet connection, to anyoniaén
company, allowing those unable to be part of thesting to get instantaneous updates on the

proceedings.

Actually determining who is to be the leader in ttisis is another major part in the overall
management plan. V&S has taken the decision teaC#O must not be the crisis leader; although he
or she will play a large role in deciding who tieader should be. This is normally the manager ef th
business area affected, but can be the vice presidesome other specialized person (i.e. an eegine

depending on the situation.

When constructing crisis management teams, Lindmatates that leaders too frequently pick people
not because of their qualities, but because of {hasition. These people could potentially not Hand
the crisis, but it is difficult to tell them so.dmark is certain that there are people in thectira

today, as in any company, who are not the rightqefor the job of crisis management. This is i sa
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nothing about their skills as managers; they simmpéy not be up to task to deal with the pressure of
crisis leadership. No company he has worked forthastomach to put together a crisis management
group with free hands, as is done in organizatieunsh as the military, as company hierarchy and

prestige gets in the way.

Central to V&S’ strategy is ensuring the trust afdoyees. Loyal and satisfied employees, who feel
they are valued by the organization, will care mab®ut their work and care about the image the
organization presents to the world. Not only wikldyal employees be inefficient and apathetic with
regard to their own work, they will also be reluttéo take action for the good of the company, in a
crisis situation. Lindmark states “The staff is thasis for everything — we must take care of the

employees... The product [can be] good, but withbatstaff it is nothing”.

It was in fact an employee safety situation that hesulted in the (so far) only time that the erisi
management plan was put into action. When the Dbee2004 Southeast Asian Tsunami struck, the
plan was placed into limited effect upon managemeceiving the news that up to 15 employees were
in the area on vacation. While V&S has no operationAsia, the group was activated in order tosassi
employees and their families who were affectedHsy disaster. The objective was to show staff that
management sincerely cared about the welfare oflmes. Lindmark recalls that this action was

greatly appreciated by employees and generateid anfimunt of goodwill with the public.

A very important exception to the crisis plan, whicindmark brought up, was the Systembolaget
bribery scandal. When some V&S agents were accobbédbing local Systembolaget managers into
stocking V&S products, the company responded noadiivating the Crisis Management Group, but
instead by contacting outside auditors to investighe allegations. This was done in order to show
that the company was genuine about its concerngealized that there would be credibility issues if
the result of a study by V&S staff concluded thatwrongdoing took place at V&S.

This leads to one of the most critical issues f&SMeaders: maintaining the brand image through the
crisis. To some extent, all of the activities trempany undertakes during crisis should keep brand
image in mind, crisis situations being no exceptibimdmark cites as an example the M/S Estonia
sinking, a situation in which the management, spomding to queries about the loss from the media
and public, responded that “We are insured agaunsh things”. In addition to being an extremely

insensitive response to the deaths of hundredsiniamk recalls that the stock price of the company

sank by 50% over the course of the day.

Regarding the theory of crisis leadership, Lindntaak the opinion that “crisis is crisis” — the dlstaf

a given crisis may be different from any other, the basic ideals and concepts a leader must grasp
remain the same. With experience working in theehdtlecommunications, airline, pharmaceuticals,
and now alcohol industries (as well as with the &afe Police), Lindmark states tHatdingduring a

crisis is fundamentally the same no matter whati$try or situation. In particular, honesty, operses
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clarity in leadership, desire for consensus inidgalith the issue, and sincere effort to be infatinre

are important.

SAS and the Linate Disaster

In the morning of October'8 2001, Scandinavian Air Systems (SAS) Flight 6&gswpreparing for

takeoff from Milan’s Linate airport, destined forofenhagen, Denmark. Weather conditions were
reported as “heavy fog”, with a visibility range 60-100 meters. At the same time, a brand-new
Cessna Citation Il private jet, intending to takéfoom the runway parallel to that used by the SAS
flight, instead misunderstood directions from thentcol tower and proceeded down the wrong
taxiway, one which intersected SAS’ runway at n@dgth. Due to the heavy fog, this mistake was not

seen by the control tower.

Moments later, the SAS McDonnell-Douglas MD-87ia&t, after having been cleared for takeoff by
the control tower, began travelling down the runvedyfull thrust. At the same time the crew of the
Cessna private jet, still oblivious to the facttthaey were on the wrong taxiway, inexplicably eall
past the “stop” line at the edge of the active rapvand entered the path of the SAS flight. The SAS
crew, unable to see the aircraft until the last mpinstruck the Cessna at a speed of approxim2¥€ly
km/h, veered off the runway out of control, ultimlgtimpacting a baggage handling building. This
disaster cost the lives of all 110 passengers esa on the SAS flight, as well as the four aboduel t
Cessna, with four more victims on the ground. Adewg to the Aviation Safety Network [aviation-
safety.net] it remains today as the second mostliglegir crash in Italian history, and the worst
accident by far for SAS.

In the days following the accident, Roberto Mai@aBAS’s general manager for the Greek/ltalian
region, could not have known exactly what happeimed.inate — but still had to deal with the

consequences of losing a fully loaded passengeeptae nightmare of any airline. We were fortunate
to have an opportunity to interview Mr. Maioranatdning to the account of one who has first-hand
experience of handling a major crisis — in thisegasne that has claimed the lives of clients and
employees, with responsibility for the accident momediately clear. Being at the center of attemtio

Maiorana learned a lot from this experience and wiéisng to share his thoughts and reflections with

us.

The accident occurred on a Monday morning, a nomaaking day, meaning SAS had all its material
and personnel resources readily available. Maiotamself was at his Milan office and arrived at the
Linate airport only half an hour after the tragextgurred. This provided the management of SAS with

an opportunity to react quickly.

SAS officials were not immediately permitted at #uene of accident and could therefore not assist i

the rescue of people from the wrecked aircrafttelad, Maiorana states that the focus and resources
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had to be employed in areas where one could maiféeaence — namely, to the families and friends of
the victims. This approach had two important effe€irst, the loved ones of the victims felt thegrav

taken care of, and this aided them in dealing i difficult situation. Second, it demonstrated to
SAS employees that their company took the mattéowssy, viewing the incident not just in terms of
profit and loss. This philosophy was meant not just‘do the right thing” but also to engender

employee loyalty and foster team spirit in difficaircumstances.

Like any airline, SAS is aware of the potential ftisaster, and has dedicated time and money to
develop a comprehensive emergency plan. SAS haaladketprocedures to be used in case of
emergency that are developed and coordinated kptamal group called the Emergency Response
Organization (ERO). ERO carries out emergency nespdraining (ERT) for employees, simulating
stressful situations that SAS representatives caeat to be faced with in disaster scenarios. &b-re
world situations, an emergency center in Stockh@dmestablished which is equipped with open
telephone lines, computers connected to informatidatabases using supporting software, and other
technological tools which facilitate effective comnication. Gathering information about the situatio
as soon as possible is prioritized, along with ingetwith the families of those involved and
establishing early contact with the governmentahauities in control of a given situation. This
preparation and exercise enable employees to aptaoedures despite pressure and the exposure to

emotionally difficult situations.

This focus resulted in lasting relationships withe tvictims’ families. Beyond the monetary
compensation of $25,000 for each deceased familpbee, SAS acquired the assistance of disaster
management specialists Kenyon Internatibhatho combed through the wreckage in the search for
the personal effects of the victims. Although thias extremely difficult and time consuming work,
Maiorana reports that it was very much appreciatedamily members. Even very small objects such
as pens were traced back to the owners. Althoughait hard for outsiders to see the significance of
getting a pen back, according to Maiorana, it isathe families and friends to judge that. For spith

meant everything’

Maiorana states that SAS’ efforts in comfortingtivits and responding to the media were aided in no
small measure by the conclusion early on in thestigation that SAS had no fault in the accident.
However, mistakes that could escalate the crisigdcstill be made, and the first press conferenas w
viewed to be crucial in any case. SAS had learnmu the Swissair Flight 111 accid&hthat families

as well as journalists want to see the highest eagoon as possible — this helps to convince ubég

' Kenyon International, founded in 1929, is a disashanagement firm specializing in aviation accideand other “mass
fatality” incidents.

" Family members were presented with an album ofqgjtaphs of recovered objects that could not bimitielfy linked to any
individual, allowing them to receive personal olgethey recognized. Maiorana recalls that one peveas in this way able to
recover, in her mind, the most important artefatter grandson’s favourite, ordinary BIC pen, idible by the way it was
chewed on one end.

18 Swissair flight 111 caught fire and was lost wath aboard over the Atlantic during a flight fromeW York to Geneva on
September ', 1998. The likely cause of the accident was tltyfawiring of the inflight entertainment systermdalack of fire
detectors in the plane’s cable trays. Allegatioharongdoing dogged the system provider, Boeing @wiksair until the latter's
bankruptcy in October 2001. Sources: Aviation-gafiet
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that the company takes the incident seriously. d@ee CEO Jorgen Lindegaard came down as soon as

possible and attended the second press conferefipenahat day.

Maiorana said it was important, in this early stagegive objectiveinformation to the media. Instead
of saying what SAS thought and believed, the companly provided facts. Furthermore, the
representatives carefully selected their words wiesponding to questions; Jorgen Lindegaard was
questioned regarding his opinion on how the actidenld affect the value of the company and the
shareholders. Lindegaard replied by stating thah smatters were important at that time - saving

people and taking care of the families were thg tmhgs on SAS’ agenda, according to management.

Maiorana recalls that this statement (and philogbpffectively eliminated difficult questions frothe

press. This candid behavior surprised the intevnatiand particularly the Italian press — SAS was
immediately respected by the media for the wayctigis was handled. Former SAS VP Marie Ehrling,
who worked with CEO Lindegaard in handling theistisecame well known for the way SAS handled

the incident:®

As a counterpoint to SAS’ behavior, the handlingta accident, the response of the Italian aviation
association, airport staff and government officialelved lacked finesse, and did more to help SAS’
reputation than their own. None of these partieseweady for an accident of this magnitude, andheac
attempted to shift responsibility as soon as péssilm Italy, there is term calledcarica barile
meaning one blames someone else instead of taéappnsibility and admitting one’s own mistakes —
“finger pointing”. This strategy was adopted by mo$ the Italian officials, leaving a vacuum of
official authority. As a result, none of these o held credibility with the media or the pubbnd
their efforts to come to an understanding with tbemer and forge bonds with the latter came to
nothing. Some offices attempted to address theisftragic human loss in the same manner as SAS.
These parties showed sympathy by saying that “veavidmow you feel” - however, Maiorana said this
only contributed to expanding the distance betwbenofficials and victims. Only the victims’ loved
ones could truly understand the loss, the lessorglikat the officials could not pretend that thvesre

just as hurt.

Coming less than a month after the 9/11 terrorckstan the United States, and coming just one day
after the coalition invasion of Afghanistan, theras immediate suspicion that terrorism was a faetor
this was however found to not be the case. Instieads shifted to the actions on that day of bbh t

air traffic controllers and the pilot of the Cessaa well as on the management of the airporty’#al
investigative board, the Agenzia Nazionale Per iaur®zza Del Volo (ANSV) determined that the
management of the airport was deficient, citindufais to adhere to standards regarding signage and
layout of the airport, while the control tower affils were found liable for failing to notice that

something was amiss in communications with the @es#\dditionally, the Cessna pilots were

9 | ottie Knutson, Information Director of travel agy Fritidsresor during the events of the Southéa&in Tsunami of 2005,
was later compared with her in terms of effectikisis communication. [Svenska Dagbladet: Januafy,2803 and January™9
2005]
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unqualified to fly in the prevailing weather condits and unfamiliar with the layout of the airport,
contributing to the accident [ANSV Final Report,02]. SAS and its pilots were absolved of any guilt

in the accident, while several Italian officialsLamate received prison sentences for manslaughter.

We asked Maiorana to briefly describe what, for Hine greatest learning points of this incidentever
There were many learning points on both professiara personal levels in addition to the
aforementioned issues. Starting with the formers icrucial to have skilful people around you. SAS
was prepared for such a crisis and accordinglythadight people ready to perform their respective
tasks. Maiorana further emphasized the importafideging the PR team close. Preparing for a crisis
and hiring professionals and skillful people mayabeictim of cost cutting in some companies, but
Maiorana argues it is very important. Communicati®mprobably the most important thing during a
crisis and Maiorana saw the importance of being ablcommunicate in local languages. SAS used
Maiorana himself of course, but also got help frAhitalia which provided employees to assist SAS.
In addition, there were people fluent in all Scawadian languages in the crisis team SAS flew dawn t
Milan. SAS is a member of the Star Alliance whidmsists of airlines across the whole world covering
a range of different languages. This can in ther&uprovide help in case of an accident. Maiordsa a
recognized the significance of a thorough work assistance in the time after the accident. However,
on a personal level, you cannot get too emotioratigched. As a professional and part of the crisis
team, you have to know your task, go in, do it, #meh leave. Rationality is a key word which also
brings us to Maiorana’s definition of a good cril@ader. A leader must think rationally. Maiorana
used Giuliani and his actions after the 9/11 teattacks in the United States as an example. The
former mayor of New York City did not care for wh@d but worried about who lived. One has to be

able to realize what you can do and what you car@aly then can one make a difference.
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METHODOLOGY

Constructing this paper as a set of case studissawmtural decision, considering that it makesafor
far more compelling (and interesting) paper givieat our topic is so rooted in the “human factor” of
business management. Our predisposition to adopttagse study format for our research is supported
in a more material way by the work of Dr. Roberh)YPresident and CEO of the COSMOS research
firm, who compares case studies with other resestrelftegies in the social sciences. When compared
with strategies such as surveys and archival aisaly$n advises that case studies are best suited t
answer research questions of the “how” and “whyfiets, with their special focus on contemporary
events and freedom from control over behavioura@néy seen as benefits in comparison with a
research strategy based on experiments [Yin:1thEumore, Yin and Saunders, Lewis and Thornhill
[94] hold that case studies are particularly suttedlearly illustrating an otherwise difficult wefine
subject. Saunders et al. [94] summarize the casly strategy, and our ultimate desires for thisepap
thusly; “[The case study strategy] will be of pewlar interest to you if you wish to gain a rich
understanding of the context of the research aadthcesses being enacted... [w]e would argue that

case study can be a very worthwhile way of expperisting theory”.

In applying the case study approach to this paper,make the acquisition of primary sources of
information a priority. By conducting research fiterough analysis of publicly available documents
and third party reports, followed by interviews lwihanagers and leaders who were “in the trenches”,
we compare the theory of crisis leadership with tithase people actually did when staring crisis in
the face, and gauge their success based both iopigons as well as those of other stakeholders

critics.

Analytical Approach

When the idea of this paper was formulated, it vwatsally intended that the analytical approach
adopted would be a deductive one. That is, we waskltheory to specify hypotheses regarding what
attributes leaders should have, and seek to deteriinihese hypotheses were valid in the “real @orl
However, it was not long before we ran into trogbigth this strategy. Following the description of
deductive methods as given by Saunders et. at8§we found that one of the main characteristics
deductive theses weoperationalizedconcepts, a process whereby key concepts ardysttefined in
order to facilitate measurement and comparisonisi€r on the other hand, is a highly subjective
term, as many scholars, analysts and decision makffer on what actually defines a crisis. Lagadec
[26] states that “Perhaps one of the most basitackexistics of crisis is that the analyst or tleeidion
maker can never get a firm grip on it’Our difficulties in forming hypotheses are captlie what

Lagadec [xxxvi] identifies as the leitmotif of hi®ok: “In a crisis, the solution is not to be fouind

20 We present the definition of “crisis” for the poges of this paper in the following section.
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magical formulae that decision makers can applh Witir eyes closed, and with as little reflectam

possible.”

While strongly worded, it serves to illustrate lgeint that no “airtight” definition of crisis, and
corresponding management “script” can be createldat might be prescribed for a given organization
to handle its crisis with glowing success, may ltasucomplete failure for another. Therefore, vedt f
the ambiguous nature of crises coupled with thednfee large samples in deductive reasoning

combined to create a negative synergy that predlitide use of the deductive line of approach.

The inductive approach, described as where thaiigwis data and much attention is paid to the way
humans perceive their world, is more suited foragsh into crisis leadership in our opinion. The
inductive approach allows for more flexibility irfining the phenomenon to be studied and focuses on
the context in which events are taking place; thgedive here is to gain an understanding of the
problem, rather than identify direct causal relagioips [Saunders et. al.:88-89]. This is criticdlew
dealing with an issue with a definition as nebulass'crisis”, as it allows greater room for alteima

theory generation and innovative explanations.

Another aspect of our chosen analytical approachuis decision to rely almost exclusively upon
qualitative information for the derivation of ouygotheses. Saunders et. al. [91] point out thatitha
common strategy and indeed one of the definingoatis of an inductive approach. We were naturally
driven to this method of data analysis due botthéosmall number of cases we present as well as the
difficulty in obtaining said data, as firms are ratvays willing to share information on their csisi

experiences, as we soon found.

Construct Validity

Construct validity is the degree to which correaasures have been applied to the concept being
studied. [Yin:34] This is especially problematicdase study research. Those who are critical te cas
study research argue that a sufficiently operatiset of data cannot be obtained and that theee is
subjective bias in the collection of the data. Wiovides three tactics to increase construct usdidi)

use multiple sources of evidence, (Il) establishirctof evidence and (IIl) have key informants rewie
draft case study report. [Yin:34] We have gathedath from several sources of evidence, including
supporting textbooks, journal articles, newspaptclas, brochures/reports, electronic resourcas an
interviews. Further, we have sought to maintaiink between the questions we asked, the data we
collected and finally the conclusions we drew. Ttire@e interviewees have all received this thes pr

to publishing. Yin argues that incorporation of gbeprinciples into a case study investigation will

increase its quality substantially [Yin:83]. We thfore assess the construct validity to be serongtr
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Internal Validity

Internal validity is the degree to which there tanestablished a casual relationship whereby oeetev
leads to another without being influenced by sohiel tfactor. [Yin:36]. However, this logic is only
applicable to explanatory studies. A descriptiveerplanatory study (like ours) is not concernechwit
making casual claims [Yin:36]. Yin does extend ttencern over internal validity to the broader
problem of making inferences. Inferences are madenvevents cannot be directly observed. Based on
the interviews and other material collected for thase study, the investigator infers that a pdeticu
event results from some earlier occurrence. Theeggetp which an inference is correct is difficut t
determine, and the tactics for achieving a destraddult are problematic to identify. Yin mentidasr
analytical tactics; pattern matching including ading rival explanations, explanation building and
using logic models. Pattern matching is only retéviar descriptive studies if the predicted pattefn
specific variables is defined prior to data coli@est Such action was not undertaken for this stédy.
far as explanation building is concerned, thisitaistagain mainly relevant to explanatory caselist
and is therefore not a tactic we pursued in ordentrease internal validity. Likewise, logic moslel
were not applied to our study. To summarize themjwdge internal validity not to be a great concern

but the inferences we have made may be subjecspote.

External Validity

“...case studies, like experiments, are generalizablieoretical propositions and not to populations
or universes. In this sense, the case study, fikeekperiment, does not represent a “sample,” and i
doing a case study your goal will be to expand genkralize theories (analytic generalization) aoid n

to enumerate frequencies (statistical generaligatiterin:10]

Yin’s thoughts on the generalization potentialegternal validity, of case study research illugtriadth

our goals for this paper, and the weaknesses inhardt. We cannot expect to be able to develop a
comprehensive guide that details the demands eis ¢eaders for every crisis from the cases we have
studied (statistical generalization), although va@m expect to be able to draw some conclusions and
build some theoretical understanding of what defiseccessful leaders who are involved in situations
similar to those that we present (analytic geneaéihn). In short, while the results of this resbar
cannot be applied to all crises, we can say thedettcases provide useful insight into the theory of
crisis leadership, and do allow us to formulate sobasic hypotheses on the nature of Crisis

Leadership.

In selecting our case studies, we attempted toigecx cross section of the crises that an orgadoizat
can face, thus increasing the validity and useBdr&f our findings. However, crisis being what they
are, many organizations are reluctant to openigudis those they have faced or are facing, limibmg
opportunities for discussion. For that reason, @aize that there is a selection bias in the infdrom

that we gather from interviews, as it is for thestpart only representatives who are comfortabté wi
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the results of their crisis who are willing to tadkbout them. Still, that does not mean that there i

nothing to be learned (or missteps to be discoyered

Reliability

Reliability is the degree to which a later inveatiy can repeat a specific case study, and imgbrtan
arrive at the same findings and conclusions [Yih:8lence, the goal of reliability is according tanY
to minimize the errors and bias in a study. In fiblllowing discussion, we will demonstrate that we

have attempted to minimize errors and bias, butvilealso acknowledge some limitations.

Following the guidelines by Yin, we haves soughtt@ument our procedures to the greatest extent
possible which facilitates a replication of ourdstuOne problem with our interviewees is that by
nature, they are dynamic. That is, neither thespomses to the questions asked nor their positions
the respective companies are static. Their opingamsbe influenced or changed by new experiences
and/or can be reflected based on the organizatipoaition they hold in the companies. We
acknowledge that this would represent a major ehgk if the cases in this paper were to be repeated
However, in order to reduce any bias, we have sotegbompliment information from the interviews
with, among other things, information provided hg tmedia, which we judge not to be subject to such
discrepancies. We therefore assess the reliabilitye moderate. That is, we argue that arrivinthat

same findings is very likely but that it may befidiilt following the exact same route.
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THEORY

Overview

Crisis management and crisis leadership are tdpaisare intimately related; as leaders are the one
making the decisions, it is their actions (or i@tk that define the impact of any crisis on thenfi
While there are few books and articles that dealuskvely with “crisis leadership”, there are many

that deal with crisis management, and thereforeemsddeadership aspects as well.

In this section our objective is to construct aotie¢ical framework of the existing theory by tumito
the works of those who have most directly defined driven study into crisis leadership, influencing

thought in the field through to today:

Steven Fink President of Lexicon Communications Corp, theestdfull-service strategic public

relations and crisis management firm in the U.SnkFhas been featured as an expert crisis
commentator on CNN, FOX News and TIME, and has rgis@any crisis-management seminars to
firms and universities. In addition, he helped depethe Stanford University Graduate School of
Business’ crisis management course curriculum. Rieksonally has been the advisor to many
governments, U.S. and otherwise, and served asduagaisor to the leadership of the Soviet Union
during the Chernobyl accident. His company has hadclients some of the world’s largest

multinationals, such as Nike, Pfizer and 7-Ele\@mww.crisismanagement.com).

Patrick LagadecDirector of Research at France’s Ecole Polytaphmiand member of the European
Crisis Management Academy, Lagadec specializesdgarch into crisis management and prevention
in unconventional crisis environments. He has alswed as a consultant, trainer and strategic advis
in crisis situations, including the 2002 anthraxsier in the U.S., the Toronto SARS scare, and
Hurricane Katrina.
(ceco.polytechnique.fr/fichiers/ceco/perso/fichiiexgadec_345 Patrick_Lagadec_CV_English_19.10.
06._Ill.pdf)

lan Mitroff: President and Founder of Comprehensive Crisisagament (CCM), a consulting firm
specializing in human-caused crises, as well afeBsor Emeritus at the Marshall School of Business
and the Annenberg School for Communication at US€ has been featured as a guest on CNN and
CNBC as well as numerous radio shows across the CC3/ has served as an advisor to General
Motors, Kraft Foods, Dow Chemical, Mobil and TacellBRestaurants. (www.mitroff.net/bio.html#,

WWW.COMpCrisis.com)

To complement this body of theory, we use the thésignd opinions of other persons whose written

work on their experiences further sharpen the qunokCrisis Leadership as presented in this paper.
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The Structure of Crisis

When analyzing any phenomenon, it can be usefhlate an understanding of its basic structure to
start with. The four-phase structure of crisis asedoped by Fink forms the starting point for the

theoretical discussion of this paper.

Fink uses the language of the medical professikening the situation of the company in crisis with
that of a patient succumbing to a violent ilineksst as patients at a hospital can rapidly prodgress
initial diagnosis, to an acute display of symptomsd further to recovery or death, Fink holds that
firms can follow a similar path as a crisis sitoatconfronts them. Just as an illness, a crisisocanr
within a short or long space of time, with a criptentially being as fluid, unstable and dynamic a

situation as any disease. Fink’s four stages sf<are:

e Prodromal

* Acute

e Chronic

e Crisis resolution
[Fink:20]

Appendix 1 provides a visual adaptation of Finkiedry on crisis stages, which serves as an effectiv

summary and allegory on the psychology of crises.

The Prodromal Crisis Stage

The prodromaf crisis stage serves as the “warning” stage iriscrithough Fink [21] notes that this
warning may not always be easily visible. “Prodrsiie turn are described as the individual warnings
of approaching crisis. As an illustration of therfis that prodromes can take, Fink [22] mentions
metaphors such as the storm clouds a sailor magrséige horizon (an indicator of unavoidable rough
seas ahead) or the threat of a union leader tkestréxt week unless demands are met (a situation
where intervention may yet be possible). Fink alffers some examples of more subtle prodromes,
such as the fact that operators at the Three Mind nuclear plant in the US were cheating orr thei

routine aptitude tests [10-11].

Paralleling this theory is the concept of “crisieep” put forward by experienced U.S. executive and
political/military advisor Norman Augustine. Thihgnomenon is described as one where a crisis
develops slowly and almost imperceptibly until ilminates in spectacular event. The example given
by Augustine is the rising chorus of concerns vbiby NASA engineers over the ‘O-Rings’ on the

boosters of the Challenger space shuttle [Augudi$je

2L prodromal = symptomatic of the onset of an attarck disease
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It is interesting here to note that Augustine, ogsible for the largest operating unit of aerorcalti

manufacturer Martin Marietta at the time of the [raer space shuttle accident,

“...pour[ed] over the initial flight data when it apgred that Martin Marietta’s
hardware had caused the failure. As it turned @mut,external fuel tank was not the
culprit. But the soul searching we endured was amexperience any of us soon
forgot” [Augustine:7].

Augustine further uses the Challenger incident m®xample of ignorance of management over the
concerns raised by engineers over the safety ofdbket boosters which ultimately destroyed the
shuttle, quoting philosopher Demosthenes: “Nothimgeasier than self-deceit. For what each man

wishes, that he also believes to be true” [Augestify].

Three years after this article was published, Sugttle Columbia was lost on re-entry over Texas
due to damage sustained to the shuttle’s heatdéiieby the shedding of foam from the external fuel
tank during launch — an event that had appareattgrt place on every previous launch, had been
recorded by video cameras numerous times, and éad brought to the attention of management by
engineers, but was disregarded [CAIB, 2000]. Thas @n almost identical lead-up to the failure ef th
rocket boosters on Challenger seventeen yearsseaflhus, Augustine’s own actions provide an
unwitting example of his “crisis creep” theory ameerconfidence in existing procedures and systems —
in this case, the documented flaws and eventullréabf the shuttle’s fuel tank, produced by Martin

Marietta.

The Acute Crisis Stage

Fink views this stage as being that when the ctisigpts” onto the scene. “Once the warnings have
ended and you have passed from the prodromallietadute crisis stage, you can almost never recover
the ground you lost... It is usually the acute criimge which most people have in mind when they

speak of a crisis” [Fink:22]

According to Augustine, even recognizing that thisran fact a crisis can be a most challenging.step
Importantly, Augustine argues that relative periogyst of a given issue play a large part in deteimgin

if it is a crisis or not; “In general, you need daderstand how others will perceive an issue and to
challenge your own assumptions” [Augustine:15]. Astine’s example of this is Intel’'s initial
dismissal of a minor flaw in their processors —le/ntel was correct in its diagnosis that it woulat
impede performance for everyday users, their rahgg to offer replacements to customers severely

damaged their reputation [Augustine: £2].

Mitroff is also a champion of early, decisive acotigpon the emergence of crises. In the openingstag

of the crisis he states that “...there is tremendeaknical and ethical uncertainty regarding what on

2n the end, replacements were offered; only aB&tbf individual consumers took them. [Augusting:15
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should do, especially with respect to how much aasbility one should assume from the beginning”

— and that this uncertainty will only be more irderwith greater crises. [Mitroff:25]

The key in this stage is to control and contaimasgh of the crisis as possible. Fink’s examplehis t

is the press department of the U.S. White Houseerwthere is news to release that it finds

“unfavourable” it is not released Monday morningit bnstead released on Friday evening. The

reasoning behind this is that by releasing the nasvslose as possible to the weekend deadlines,
reporters are forced to take the White House'siomref events more or less “as is” as there is

insufficient time to reanalyze and reinterpret itifermation. This gives the White House some degree

of control over the message [Fink, 105].

On the point of containing the crisis, Augustingéasathat whilesomedecision is better than none at all,
such decisions are very difficult, as “usually ydan't know what you don’t know. There may be too
little information or there may be far too much,tlwino way to sift out what is important.”
[Augustine:21]. Like Fink, Augustine borrows therrténology of the medical field, in that the
objective at this point should be “...stopping themarrhaging” [Augustine:20].

The Chronic Crisis Stage

This stage is associated with the cleanup andrepdiamage done by the crisis. Fink defines ithes
time when there will be “a congressional invesimat or an audit, or a newspaper expose, or a long

period of interviews or explanations...” as well astgmtially one of “...financial upheaval,

management shake-ups hostile takeover attemplb@rruptcy.”[Fink:24].

This chronic stage can last for an indefinite periBut crisis management plans can, and do, shorten
this phase. In a survey of the Fortune 500 chiefcative officers, it was revealed that companies
without a crisis management plan reported suffelimgering effects of a chronic crisis as muchwas t

and a half times longer than companies that wexpgred with crisis management plans. [Fink:24]

The Crisis Resolution Stage

This stage is what the crisis management team faimand it should be reached as quickly as passibl
as soon as prodromes are spotted. However, lifdy, ingide and without crisis, is rarely so simple;

crises need not necessarily come one at a timim Ipatirs or groups. Fink states that

“...crises are not tiered on a convenient plateaiesy. The crisis cycle makes it
difficult to see where and when one crisis endsarather begins. This is especially
true in situations where the ripple-effect complimas of one crisis set off other

crises. This is why ... it is so critical to be atddédentify the real crisis.[Fink:28]
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Thus armed with a framework to which it is possitol@ttach more detailed discussion on the thebry o
crisis leadership, the next section introducesetl@lements of that theory that are common throbgh t
writings of the consulted authors. The objectiveehis to describe a construct of mutually suppgrtin
elements, drawn from existent theory on crisis éeskip. The elements (Strategy, People,
Communication) form a “tripod” of ideas, where slibane element (leg of the “tripod”) be missing,

the others are unable to support themselves.

Strategy

As discussed already, plans are very difficult aonfulate “on the spot” — some advance action is
invariably needed to create coherent and effectdadership plans. As Augustine notes, “It is
instructive here to recall that Noah started boidthe arkbeforeit began to rain” [Augustine:11].
Augustine relates that Elizabeth Dole, presidenttted American Red Cross (and head of an
organization that regularly deals with crisis)tastathat “The midst of a disaster is the pooressiibe

time to establish new relationships and introduas@ves to new organizations” [Augustine:12].

In addition, Fink calls attention to the “ripplefitterfly) effect that crises can have on secondauy
supporting industries — as a result, “Every businégrge or small, public or private, should have a

crisis management plan”, with the only conceptifi¢ence being that of scale [Fink:54].

That said, a discussion on creating comprehensigés @lans for the organization falls outside the
scope of this paper. As stated by Fink, the objectf developing an effective crisis management
strategy is to “...preset certain key decisions @nrttechanical portions of the crisis... [leaving] you
manage the content portion of the crisis with ybands unfettered”. [Fink:55]. Simply put, it is an
attempt to “automate” as many actions in respondoghe crisis as possible, rather than forge a

specialized response for every crisis and evergroegtion.

Lars Johansséh experienced crisis management and informatiorsuitant, shares this opinion. He
considers prefabricated crisis management plartsetof minimal importance for handling a given
catastrophe. He argues it is more important torbpgred for the fact that the information one ree®i

early is limited and often incorrect. It is thenpontant to immediately assume the worst case sicenar

quickly act and make decisions thereafter. [Sveiskgbladet, January. £2005].

“The foundation act” in responding to crisis is,layadec describes it, the leader taking a posdion
leadership [Lagadec:268]. Specifically, a lead&esacharge of the crisis, and it is this persoask to
implement the plans which (hopefully) have beerftddain advance. Lagadec borrows the words of
Henry Kissinger — “the most important role of adenis to take on his shoulder the burden of

ambiguity inherent in difficult choices. That acqalished, his subordinates have criteria and cam tur

2 Lars Johansson has previously been informatiactir at Telia (1993-1995), Tetra Pak Norden (12983), Skanska (2003-
2004), and now works for his own information cotent agency, Silent Fiction AB.
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to implementation” [Lagadec:268]. At the same tirhagadec warns against drifting towards simple
minded, overconfident heroics in leading duringsistiIn his opinion, the leader who is “...devoid of
sentiment, sure of his troops and with the sodaosffidence that will enable him to overcome thsisri

in a trice” is an interesting concept, but doomedailure in the face of complex crises that demand

more inventive thought [Lagadec:269].

Further, Lagadec states that it is of great pyicaiter the breaking of the crisis to “place yoame”

on the crisis — that is, to identify what the r@gsue is, what it is impacting, (the “field of opgons”)
and to make clear the plan of action [Lagadec:270:2This line of action, says Lagadec, must follow
a defined policy, or else the leader runs the efdiecoming a “pawn of the crisis” [Lagadec:272hisT
policy relies on the values not only of the compatwit upon the individual, Lagadec uses
Johnson&Johnson’s policy of caring for the publistfduring the Tylenol crisis as an example of
successful implementation of a cohesive policy.giadec:272]. Augustine too stresses the importance
of having a clear vision and the will to stick tptie also cites Johnson&Johnson’s experience ddsl a
that “Organizations that have thought through vithay stand for well in advance of a crisis are ¢hos
that manage crises best” [Augustine:23]. Mitroffderlines this with the observation that “...the
statements of company or agency officials are alnabsays followed immediately by news clips
showing internal company documents that directigtiaict the statements” , sending the credibility

of those firms without a consistent strategy andeséase into a nosedive [Mitroff:30].

Unfortunately, detailed plans are not always atéélaand the leader must take it upon themselves to
deal with the crisis “on the fly”. Lagadec suggeset, in the absence of clear, positive guideliitas

an advantage to identify negative principles, sagHThis is what we shall not allow ourselves tamo
such-and-such a situation, as it would only deehencrisis” or for specific situations “What aresth

three mistakes to avoid, and the three initiatieetake within the next hour?” [Lagadec:274].

Augustine remarks that when companies identifyablem, they often focus on the technical aspects
and ignore how the public perceives the problemnis Thisclassification leads to a worsening of the
original issue, possibly developing a public relas crisis out of an otherwise minor technical éssn
general, the leader needs to understand how ottiérgerceive an issue and to challenge their own
assumptions. As an example, Augustine cites Inifculties with its Pentium microprocessor in
1994 and the chip’s inability to performing compleathematical calculations precisely. Intel chase t
ignore complaints and consequently got widespreadative media coverage for distributing a
“defective” product. When the company finally oferto replace the chips, few users accepted; the
issue all along was that Intel refused to takeltstomers seriously and admit that its productche!

defective [Augustine:16].
Lagadec further advises that a “log book” is créate soon as possible after the breaking of tiséscri

This book will list “...the elements of informatiomceived, the procedures undertaken, and the steps

already decided upon” [Lagadec:202]. The ratiorgileen behind this is that it is easier to ensure
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consistency in action over “the long haul”, revigieviously made decisions, and record who said wha
and to whom what responsibilities are designatemgfidec:202]. Lagadec notes additional benefits:
writing forces the writer to think clearly and objirely, facilitates information sharing (such as

between teams or to one’s relief during a longigyignd provides a sense of distance and persgpecti

that may be lacking when in the midst of crisisghdec:203]. To those who may feel that note-taking
is a rather pedestrian activity when so much adsSarccurring around oneself, Lagadec notes theat th
Prussian army considered this a very important ,taskmetimes assigning it to a colonel.

[Lagadec:204].

Calling upon the expertise of external experts giveen crisis is also one complement to the overall
strategy. Lagadec notes, however, that the expbdsald have been identified well in advance of the
crisis [Lagadec:287]. In addition, he takes exaaptio the idea of the “Crisis Management Expert”;
“There is virtually no such thing as an expert iisis management well acquainted with the type of
overall difficulties encountered by decision makiarsuch cases, except in a few rare consultimgsfjr

and there this role deals mainly with communicdtitvagadec:103]

Mitroff's view this development as being virtualljnevitable; “Unless the company hires an
independent investigator on its own, it will beded to do so later”. [Mitroff:30] The reasoning bah
this is that the investigator can “...confirm or diafirm the ‘facts of a crisis’ as the organizateees
them”, boosting the credibility of official comparstatements. This view is seconded by Augustine,
who states that “Asking the people who were resptm$or preventing a problem whether or not there
is a problem is like delivering lettuce by rabbitthose outside the company have the distancetfiem

situation to more easily make clear judgementsefsituation. [Augustine:20]

In developing the strategy, Augustine notes it pysearch for subtleties or secondary effects; his
example is that of the aftermath of Hurricane Amdren 1992. Florida’s telephone companies
discovered that the greatest shortage they facedpairing damage was not one of power poles or
wires but of daycare facilities. Utility workers twichildren relied on day care centers but these we
wiped out in the storm, thereby reducing the wordéoat the moment when it was needed the most.
Mobilizing Florida's large retiree population as-lagic daycare supervisors, thusly freeing the parent

to return to work eventually solved this problesufustine, 2000: 14].

Communications

Regarding the existence of radio, television, 2drhmews, telecommunications satellites and instant
mobile telecommunications, Fink states that “Thengdiacy of our communications heightens the
immediacy of our crisis, and sometimes the commaitita itself becomes the news it is intended to
cover” [Fink:92]. Fink reasons that “If the medi@nccommunicate the news the instant it happens ... a

company must be prepared to respond almost as[FBK:92].
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Fink states that one should try to envision evantsvo categories: those over which one is probably
not in total control, and those over which onenisriuch greater control. The former is the crisslft
and the latter is the communication of the crisighte outside world. The leader may not be able to

control the crisis itself, but can affect the palsliperception of it. [Fink:93]

When should crisis communication begin? Both Finl &arconi recommend that the time to begin
crisis communication is when there is no crisisrédai advises that leaders should create a “regervo
of goodwill” with those one will rely upon duringisis situations, noting that “A key point is totno
wait until you've got a crisis on your hands befgau ‘get worthy'. If you've planted the seeds of
goodwill before you need what they will produce uywill likely not only weather your crisis, but
come out of it much stronger” [Marconi:34]. Therpary method to accomplish this is to develop
personal relationships with these persons by egliivriting and listening to the individual concerwfs
these contacts [Marconi:122]. Ideally, the leadaersnpany should already have a high level of
credibility with stakeholders. Such a reservoirlvaé valuable when a crisis occurs because it will

make the job of conveying positive information eagMarconi:122] [Fink:96].

One of the most important steps the leader wilktekresponding to the crisis will be in decidingav
will be the spokesperson of the company. Fink seeghat selecting the “top boss” can be a mistake;

in many cases this appointment is acceptable,

But if you are confronted with a crisis involvitgchnicalinformation — such as the
Hyatt Regency Hotel's Kansas City skyway collapsduly 18, 1981, in which 110
people were killed — who would be the better spmesn: the CEO of the Hyatt
Hotel chain, or a structural engineer who mightdige to discuss the crisis in more
meaningfulterms? [Fink:58]

Marketing communications consultant Joe Marconp alges caution when bringing the CEO to the

fore in a crisis situation, for other reasons:

This strategy has both pros and cons: It is gooat tnanagement wants to be
available and open, seemingly forthright with nathito hide; it is bad in that

management is supposed to be the last word onjactulf the investigation is only
begun, a CEO cannot reasonably be expected to éravegh information to make a

powerful, reassuring, or factual case. [Marconi:38]

Marconi goes further; “As CEO, he or she willdgectedo have all the information. A spokesperson
can promise to look into a matter and be forthcgmwith a statement, but will not be expected to
know everything”, noting that it is also a strategy the spokesman to “buy time” using this method
[Marconi:38].

There are other viewpoints, however. Augustine reatke conclusion, based on the crises he has

studied, that the value of immediately dispatchimg senior responsible individual to the scenehef t
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problem — usually the CEO — is immense. “The CEQ kr@ow less about the details of the situation
than the local management, but his or her phygicdence sends two important messages: | care, and

| am accountable.” [Augustine: 23]

Regarding the number of spokespeople, there is gissent in the theory on if it is appropriate to
have more than one person. Marconi stresses tlsabft“great value” to have just one spokesperson,
eliminating the chance for contradiction betweeoksgpeople and release of fragmentary information
[Marconi:125]. Augustine seconds this view, statihat “... a single individual should be identifies a
the company spokesperson ... If enough layers of genant are superimposed on top of one another,
it can be assured that disaster is not left to cilafAugustine:24]. However, Fink states that iiste
acceptable and good practice to have more thanspakesperson — one handling technical issues,
another dealing with company policy, with the Hya#ise described above as an example of this
[Fink:58].

Media Communications

The authors make clear that communicating with nfedlia will undoubtedly be one of the most
challenging aspects of handling a crisis. Whilésitrue that not all leaders will be called upon to
communicate with the press, it is an advantagenowkwhat is expected of those who do. Fink
describes this section of his book as “Handlingastie Press” but goes on to say that anyone who
constantly presses you for something is “hostiled eustomer, business partner or even an employee
could fit this description. [Fink:103]

When communicating with the media, however, inportant to remain honest. Not all reporters are
hostile by nature — Fink holds that, treated faimhd informed honestly, reporters can treat congsani

fairly in return.

“Whether you find yourself in a one-on-one intewier at a press conference,
facing friendly media or hostile, honesty is of gapunt importance. Being
dishonest or less than honest with the media wily escalate your crisis into
proportions that will stagger you. It will serve ttestroy your present and future
credibility with the media. It will undermine yoefforts to bridge the adversarial-

relationship gap....[Fink:112]

The concept of honesty and open communicationeespoint on which all the authors are unanimous.
Augustine notes that while in today’s lawsuit-fillevorld the lawyers may advise saying nothing, this
is in fact exactly what you must never do. “If yaten't prepared to talk... reporters will find someon
who is. No comment is an unacceptable responsalayts fast-forward world of telecommunications.

So, too, is ‘We haven't read the complaint’ or ‘Astake was made™ [Augustine: 22].

Augustine hammers the advantages of reflectingopatty upon the situation:
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“Organizations that have thought through what ttegnd for well in advance of a
crisis are those that manage crises best. Whesealins to be crashing down around
them, they have principles to fall back on...You reesaside for a few minutes the
voices of trusted advisers and, in as calm andadisjpnate a manner as possible,
evaluate in human terms the real issues and themeasages. By so doing, you at
least have the comfort of defending a position that believe to be correct.”
[Augustine: 22-23]

He also seeks the advice of millionaire investniemker Warren Buffet on the matter; the answeo is t

“... state clearly that you do not know all the fadtken promptly state the facts you
do know. One’s objective should be to get it righet it quick, get it out, and get it

over. You see, your problem won't improve with d§augustine: 22]

Marconi agrees: From a marketing point of views itmportant to get your story in writing as soan a
possible. In his opinion, being first to state ypoint of view is second only to being honest etisg

that view. The advantage with this is being ablsdbthe tone of the coverage and enable you to be
proactive [Marconi: 125-126]. Mitroff carries theipt further and describes the crisis situation as
being one of “...a self-contained moral story in ttfedre are clear ‘victims’ and ‘villains.” [Mitrdf

25] Stakeholders quickly identify and mentally ‘koim” who is playing what role, making it virtually
impossible to break free from an unpleasant charizetiion [Mitroff: 26]. Lagadec adds, “The reality

created by the media quickly becomes the accepity, even at the highest levels” [Lagadec:120].

A good example of management’s recognizing crisethay develop and moving quickly to resolve
them is Proctor & Gamble’s response to the eadysf¢hat Rely tampons might be causing toxic shock
syndromes. Whereas the evidence was tenuous thgatgnadecided to withdraw the products quickly.
The positive long term effects outweighed the gostort term effects. “The company avoided long-
term damage by putting into practice a principleagally embraced by business executives but all too
often overlooked during a crisis: The interestshaf customer must come first. Obviously, when it
came to their health and safety, P&G’s customeamsatpst concern was whether they truly could trust
the company whose products they had been usingefars. P&G put trust and open communication

with customers above all other corporate concendseanerged a long-term winner. [Augustine: 19-20]

Non-Media Communications

Besides media communications, the authors adviaé dhisis leaders must keep in mind other

stakeholders — employees, customers and (potemitédtims.

Employees must always be kept in mind when devetppi communication strategy — they are just as
much, if not more so, stakeholders in the fortuoethe company as anyone else — as Lagadec notes,
“...it is in the interest of the personnel and unidossave their enterprise” [Lagadec:155]. It is

imperative that employees not be left to learn ahwloat is happening to their company from the
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media, says Fink. At the same time, it must be rebered that anything said to employees will

certainly leak out to the public, so care mustdieh regarding what is divulged. [Fink:99]

Internal communication also plays a major role iaetedmining the effectiveness of the crisis
management strategy. Augustine [15], states thah& best-laid plans are worthless if they cannot be
communicated” and holds up examples such as thd Raebour attack; an incident where effective

and timely communication could have enabled thstij crisis plans.

Lagadec in particular draws attention to the issu@ternal communication during crisis. A majoski
here, he states, is that of “implosion”; “...the bligst lack of internal information can cause thsisr

to implode. As in the outside world, rumours witise to fill in the gaps, at an incredible speed”
[Lagadec:154]. Stifling internal communication caiso create further damage, as “Unions and
members of the personnel may have crucial infolmnatin what has happened. If the top executive
does not open up communications channels, thearmptwill a good source of information be lost, but

those who are cut off may be tempted to turn tootltside to be heard” [Lagadec:154].

With regards to communicating with victims, Lagad#ates that there are a few “golden rules”:
“...provide information rapidly; maintain a tactfutgsence and ensure the family is not left out & th
cold; offer help in overcoming the many difficultiékely to confront the victims, including the nas
and addresses of associations well-known for tleejpertise in the specific area of difficulty”
[Lagadec:299]. Beyond this, Lagadec suggests thit worthwhile to develop close relations with
victims; in particular, he cites the example of Negian authorities who set up a reception centre fo
the victims of an air crash, which had represeveatof the church, hospitals, transport authoried
psychiatrists, along with communication channelspaeld for the various ages of the relatives
[Lagadec:301].

People

The individual

The experts agree: leading an organization thraughisis is a stressful experience. Fink relates th
feeling of being swamped with information and dedsafor action as being like “... walking through a

maze backward, wearing a blindfold, and jugglimgpted sticks of dynamite.” [Fink:144]

The perception of the situation by the individualolved plays a determining part in whether or aot
crisis actually exists. Lagadec notes that statésnench as “An organization is in crisis when it
recognizes the fact” or “You know the crisis haswihen you implement the crisis plan” indicate the

significance of personal interpretation [Lagadet:36

35



“From the earliest stages of a crisis, there imm&edous uncertainty as to its exact nature, ddtaile
causes, and even its exact type”, notes Mitroffs ‘@Aresult, there is tremendous technical andathic
uncertainty regarding what one should do, espgciaith respect to how much responsibility one
should assume from the beginning” , and he holdsth.the more horrendous the crisis, the more that
certainty will be lacking”. Further, “Considerablmcertainty is an integral feature of all crisest y
there is an intense need for certainty. This ldateotainty intensifies the anxiety that is an grd part

of the crisis” [Mitroff:25].

Lagadec goes into considerable detail when disegg$ie consequences of stress in crisis situations.
When under stress, “... [A] subject’s features bectense, they are less flexible, their ability toude

is narrowed, and their conceptual frameworks becweng rigid.” [Lagadec:65] In surveying a large
number of psychological and business sources, leagadovides the following summary of stress

effects:

« Mild stress can improve performance, but high stiegariably destroys it. As Lagadec notes,
crises tend to hit with multiple blows, intensifgithe stress an individual may face.

e Denial as an avoidance mechanism can appear.

« Decision makers can lapse into more primitive thigkstyles, relying on “gut instinct” rather
than the sound reasoning they would normally apply.

« Individual's attributes become exaggerated: domingepeople become more domineering,
anxious people become more anxious.

« Depression and a neglect of vital social interangtioan set in.

More specifically for decision makers,

« Those in charge can develop a “siege mentalitybingl and saying nothing, withdrawing
from the situation.

« The search for a scapegoat begins, potentiallytihmithe desire of individuals to take
responsibility.

e The temptation to use either old strategies that have worked well in previous unrelated
crises, or new ideas that are untried, becomegteat and overwhelms the normal logical
processes — arbitrary decision making.

* Managers can become defensive, shutting out infilamand warnings

e The desire to look “popular” or to make the deaisimne thinks others want them to make
can impair the effectiveness of the leader.

[Fink:144-147][Lagadec:65-67]

When managing a crisis, the leader manages desisfomproficient decision maker should have the

ability to find opportunity where others do not. ighability will accordingly make him or her a

competent crisis manager. Some poor crisis mandgét® act because they refuse to accept what is
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happening; Fink says these are easy to spot anésthat the far more dangerous decision makers are
those who fall prey to what he calls “analysis paia”. These managers give an impression that they
are making decisions, but their obsessive natuexemts them from moving forward. They make
decisions but do not act on them. In fact, theyesbively overanalyze the crisis until they are

paralyzed with the result of being incapable ofreatempting to manage it [Fink:84].

Johansson believes the outcome of a crisis depamdi®w proactive the executives are and how fast
they make decisions. Regarding the critique ofSthedish Foreign Ministry’s (Utrikesdepartementet,
UD) way of handling the Tsunami catastrophe in Beast Asia, he does not think the UD’s failure
had to do with its structure or incompetent pedpliading positions. Instead, he believes thedead

there simply lacked the required training to managéncident of such magnitude.

The attributes of the individual play an enormowo¢erin the handling of the crisis. The same
mechanisms that a person uses to handle crisiein gersonal lives and in their past will be uged
handling crisis in their working lives. That saitlis folly, says Lagadec, to rely on an individuala

few exceptional people to solve crises — the tagritoo complex. [Lagadec:69]

The Group

The need to construct a crisis management teaakéntas a given by the authors. Lagadec holds that
“... a group brings together various skills, and diedn’t become entrapped by the perceptions of a
single person” [70]. Different types of crises regqudifferent types of team members — such as
financial people for financial crises, or technio@mber for technical problems — but there shoeld b
central core of permanent team members, says Bk This core “might include either the CEO
someone from senior management; the chief exteoramunicator ... and perhaps the head of your
legal department” [Fink:57]. Drawing up a list cimes to be added to the crisis management team,
which depends upon the type of crisis being faeasctpted above), should be a first priority oftbee

so that when the crisis comes, there is minimayd&l contacting needed persons [Fink:57].

Johansson shares this view. In an article in S\emsgbladet [January 12th, 2005], he says that the
most important thing is to prepare for crises bymimg employees into cohesive and confident
management teams compliant with the specific cridiss is done through exercises like role-play in
which crises are simulated. In that way, the piiats are forced to learn to know their stresglev

and how it feels not to have control. The partinigaget experience to fall back on when it is falr

Lottie Knutson, information director at Fritidsresand hugely admired and respected for the way she
handled the Tsunami catastrophe in Asia agrees lwdte Johansson. In an interview with Svenska
Dagbladet [January™2005], she says the best way to start managingrteis and get your team to

react quickly is to assume the worst. On a questishe considered playing down the drama, she said
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the best they could do for their brand (Fritidsrgseas to react as quickly as possible. Trying layp
down such a severe incident would hit back hardpRewould not feel calmed, just mislead.

In all group work, crisis management being no ekoep there is the danger of “general confusion”
[Lagadec:71]. “After all, here is a group of peopla teams from different worlds, with very diffete
cultural responses to risk and emergency, havitenofery distinct prejudices about the threatseo b
dealt with and the goals to be met, and whose itidal and corporate interests lend themselves poorl
to broader cooperation. And they are all expeotedidrk under pressure” [Lagadec:71]. In all cases,
the potential for pre-existing conflicts betweerrspms and the formation of divides between the
“seasoned” crisis managers and those unfamilidr suth situations is very real, especially whemehe

has been little or no prior preparation and trajrjllagadec:71].

Care must be taken to balance the crisis manageteant on a scale that ranges from complete
disassociation with other team members due toréiffges in opinion, culture, operational goalshio t
other extreme where the unanimity of the membeeslpdes innovative and divergent thought —
Lagadec calls this the phenomenon of “Groupthirkidgadec:72].

After the crisis passes, Lagadec stresses the temmar of a proper debriefing for the team. In wheat
calls “The will to forget vs. [a] well planned dé#fing”, there is a very natural tendency to forgiat
occurred during the crisis, but it is in the besteiest of all to carefully review what occurred
[Lagadec:307]. Finally, the debriefing and the émgudiscussions can go a long way to “comforting
the troops” as Lagadec puts it [307]. Lagadec asesn example the French GI&Nwvhich engages in
highly detailed debriefings after each operatiorg takes seriously the idea that both the indiMglua
and the teams involved need support and reassusadtece¢raumatic events [Lagadec:307].

24 Elite French counter-terrorism unit (Groupe d’lrtntion de la Gendarmerie Nationale)
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ANALYSIS

Kreab’s Crisis Management Academy:

The program administered by Wennblom appears t@dsred to give potential crisis leaders the
advantage of experience in a realistic crisis sitna— “backbone experience” as Wennblom puts it.
Indeed, the importance of crisis leadership is ohthe key points that is brought up in the tragnin

seminars.

The body of theory supports Wennblom’s thoughtstoategy. In particular, his advice that companies
not bind themselves to finely detailed crisis mamagnt plans is echoed in theory. Additionally, the
importance he places on fast decision making is misplaced; Lagadec discusses at length the
strategies by which leaders can condition themseivenake fast, effective decisions. The use @-rol
play in preparing leaders and teams for crisisasibns is supported by Johansson, although besides

this endorsement the theory does not suggestettimique of training.

Regarding communications, the recommendations ohnillem closely match those in theory.
Workshop attendees are drilled on the importandeooksty in communications, particularly with the
media — ‘no comment’ is a definite taboo. Wennblalso embraces the advanced communication
techniques put forward by Fink and Marconi, whesenmunicators do whatever possible to play for
time with the media, while at the same time sougdis genuine as possible. Wennblom goes further
than the theorists with his observation that ¥ital to be honest, thereby avoiding even greatises

if caught lying, but that the best crisis leadanly@eveal that which it is absolutely necessaryeteeal.

Finally, Wennblom’s program takes into accountphessures and demands facing leaders in crisis that
are described in the theory. By advocating thegigien of responsibilities, the program seeks ost |

to lower the stress on the individual but also f@tnong bonds within the crisis team. CMA’s emphasi
on the “human” side of crisis seems to extend béywhat is addressed in theory, however, as only

Lagadec of the consulted theorists devotes muctesjoeathis topic.

There are points of difference, however. Most nigtathagadec rejects the idea of a “Crisis
Management Expert” — going on to say that thesenaeely communications specialists. This is the
precise opposite of Wennblom’s own description e services he and the CMA provide, with his
view being diametrically opposed - what he provigesot a crisis communication course, but one on
crisis management, in his opinion. Wennblom andGMA are also silent on a few other topics that
are stressed in the theory. There is no commentaryho should be the spokesperson of the company

during a crisis (or how many there should be),pctdiscussed extensively in theory.
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Wennblom has a rather broad definition of crisidbbasg something that develops quickly. This low
level of structure in the definition contrasts ghawith the theory, where every author has themo
detailed definition of this phenomenon. FinallyJisting the six key issues for crisis leaderstipafar
stress is placed on communication aspects; thrédgeddix key points (Stakeholder Awareness, Have a
Message, and Tell the Truth) falling into this cmey. Again, this contrasts with theory; while
communication makes up a major part of crisis lestip, Wennblom’s points place less weight on the

personal and strategic aspects of crisis leadership

Vin och Sprit:

It is clear that effective communications are vidwas the bedrock of V&S’ crisis leadership

philosophy. The use of “Crisis Commander”, the gesignation of relevant spokespeople (and their
replacements), the drafting of Q&A sheets for passincidents and the preparation of dedicated
switchboards further reinforce this idea. Thes@steave been taken in with the goal of facilitating
rapid communication between headquarters, thetaffaenit, and stakeholders within and without the
company. Lindmark goes so far as to say that tlgh kevel of communications preparation is the

strongest point of V&S’ crisis management plan.

Citing today’s rapid pace of communications, V&8atlers are instructed to say the right thing thsé fi
time — and in this area V&S also follows the recaamatations of theory. “No comment” is a phrase
that is never to be uttered by a V&S employeepadotso is seen as a de facto admission of gui. T
truth is held as the most important element in yw@mmunication; V&S sought to preserve the
honesty and credibility of the brand in the facehd Systembolaget affair by demonstrating through
the action of hiring outside investigators thatéts committed both to finding any signs of wrongdpi
and that it took the situation seriously — the ofsexternal investigators being another recommeéaonat

of Augustine and Mitroff. V&S also is taking stefoscultivate a “reservoir of goodwill”, as advisby
Marconi, amongst employees and the public at lafyse;is given form not just in its response to the
scandal but also the mobilization of the crisigitea the aftermath of the East Asian Tsunami. lastl
as advised by Mitroff, V&S’ leaders work quicklytaf the breaking of a crisis to show themselves as
the victims, rather than the villains. This strateg highly applicable to the most likely type of
catastrophic crisis that could visit V&S — prodeointamination, as in the case of Johnson&Johnson’s

Tylenol.

The advice of Lagadec with regards to internal camigations is seen as a living example in the
objectives of V&S. Rather than risking “implosiosind wild rumours, the inevitable demand for
information from within as well as without is takémo account in the engineering of a prepared

system of communications and briefed spokespeople.

V&S is also leaning somewhat more in the directibhighly detailed crisis management plans than is

argued by theorists such as Fink and Johanssopifietyby the establishment of the “control room” ,
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the “Crisis Commander” database (the “log book’oramended by Lagadec), and the prepared Q&A
sheets. While it is clear that V&S is not a suliserito the idea that leaders should be able to mpke
their own responses and plans during crises, thisida has been made to not have the CEO as crisis
leader. This places more responsibility on leaderther down in the corporate hierarchy to lead, a
matter which Lindmark discusses in depth. It atsaves open the possibility for V&S to make use of
him or her as a “higher authority” (as inferred Mgrconi) if necessary. In addition, V&S appears to
adopt the strategy of Fink with regards to spokepfee— rather than one generalist, many specialists

are used.

Lindmark, like Lagadec, is well aware of the pressuthat can bear on crisis leaders. His summary of
the qualities of the ideal leader describe manthefstrengths that would help a leader overcome the
threats detailed in the theory. A recurring themé&indmark’s strategy is the idea of securing thstt
of employees as well as of the publitie most notable example of this was V&S’ actionsry the
tsunami crisis in East Asia — fast actions, ratan words, were used to demonstrate the will and

ability of the crisis team.

The use of picked people in crisis, and the atteibuhey should possess, is another aspect in which
V&S conforms to theory. Lindmark is, however, pragim in stating that it is one thing to aim to $taf
the team with the best people for a given situatamd quite another to actually do so in a typical

company hierarchy.

Notable is Lindmark’s assertion that “crisis issgsf. This is a viewpoint which, although inferreid

the broad consensus on basic aspects of lead€rshiponesty) is not so succinctly stated.

While Lindmark and V&S define their approach tosw@ileadership in much the same way as the
theorists, an interesting aspect of V&S’ outlookaisis is the idea that there is the potentialdfaret
positive result from the affair. This is a concepat is absent from the theory (apart from the

“opportunities in work clothes” quote by Fink), aptbvides a novel framing of the issue.

SAS:

As an airline, SAS leadership were aware that tleaie always the chance that there would be a
catastrophe — this chance became reality in 2081rathe end, SAS demonstrated that their leadershi
team was up to the task of effective crisis leddpraMaiorana and others at SAS realized that they
were not in control of the situation - they werd agen permitted to approach the aircraft. Instead,
advocated numerous times in the theory (partioulayl Fink), they took control of what they could;

taking a position of leadership in their commurimas$ regarding the accident.

Within the realm of crisis communications, SAS perfed extremely well. Adhering to the tenets of

honesty, openness and objectivity, the positiveneotion made with the press (and therefore the
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public at large) in the opening hours of the crisis$ the tone for the rest of the crisis. Leadershi
(including CEO Lindegaard) immediately went to gie and held a press conference in Italy within
the day, stating the facts of the situation to agience of families and journalists that were ssgat to
see him there. This tactic, contrary to that usp¥&S and to the views of some of the theoristddpa
off for SAS. By adopting this communications policgAS managed to become identified almost as
much as victims as those who lost loved ones intrligedy. As SAS had already made clear within
their own organization what they stood for befdre breaking of the crisis, it was then a matter of
course to state the facts as they could see thaellowing the recommendations of Augustine and
Marconi.

SAS’s communications with victims deal with an agpef crisis leadership that is only very lightly

touched upon in the theory. What is brought forwlayd_agadec is what is reflected in the actions of
SAS - rapid provision of information, tact and demmsideration for the emotions of victims. This
aspect formed a core of the communications polfc3AS and was a deciding factor in the final result

of the leadership effort.

Those who took part in the recovery were not thimisinprepared. An aviation disaster is one of the
nightmares of modern life, and the leaders on tieme would be in the first line in dealing with it.
SAS’ ERO, effectively the crisis leadership teamaswconditioned for this situation through
simulations of air disaster situations. Also, asedoby Maiorana, attention was paid to ensuring tha

the right persons were selected for these emotioddficult tasks.

SAS drew upon their existing crisis managementgptarrespond to the crisis, but good fortune played
its part as well. In this situation, SAS could dramvpublic relations professionals who were traifoed
this task, local language experts (via the StairaAdle) who could immediately comfort families and
high-ranking officials who were prepared to face tameras. Also, as mentioned so often in theory,

rapid and clear communication is seen by Maiorarhe key to success in crisis.

Yet for all the personal stories that came outhed tragedy, Maiorana underlined the importanceafor
leader to be emotionally detached from the situafichis is not discussed in great detail in thethe
but then not many crisis leaders have to deal witfituation where so many of their own people and
customers have been lost. Beyond ensuring thevalrof the brand, the company, and the team the
leader must appreciate the situation in human teltnisthis that the leadership of SAS was ablddp

and by so doing did for the families all that tlwyld do at such a terrible time.
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CONCLUSION

Our research topic was “How do today’s leaders aomjple the crises that face them in their working

lives?” Through interviews, theory and other litera, we have gained a perception of how leaders
respond to crises. After comparing theory and jwactve can conclude that the methods used by the
leaders in the preceding cases matches theoryctmsiderable degree, although the rigours of “real

life” mean that the theories are not always represkliterally.
We make the following conclusions with regardshe attributes a successful crisis leader shoulé.hav
A successful crisis leader:

e Should be honest. To purposely mislead any stallenah a crisis situation is absolutely
forbidden.

e Must have a message in all communications. Thisurmmed up in the outlawing of the
statement “No comment”, as it motivates othersréate their own perceived “message”.

e Is consistent. It will at best be a very embairagsssituation to have one’s reassuring
statements immediately contradicted by prior asti@h worst, a credibility disaster.

« Must surround themselves with talented and trudtwopeople. There are no examples in
theory or in the cases of a single “Rambo” charaetho rescued the company — crisis
leadership, by definition, means using the combigkitls of a team to achieve a common
goal.

< Isinformed. While the leader cannot be expeateldet able to do everything (as above), it is
equally unwise to have the blind leading the petieep

e |s perceptive. Thought must be given to how otheisprocess the information distributed
during the crisis, and efforts must be made to redteholder needs in advance.

* Has confidence. Difficult to learn, this is besttaibed via simulations and practice, as this
quality presumes intimate knowledge both of whaxsected in the situation and what can be
delivered.

e Thinks quickly. Crises are typified by rapid evabm of circumstances, and successful
leadership demands individuals who can keep up détkelopments.

e Sees opportunity. To handle the crisis masterfaliy save the organization from ruin is the
goal of crisis leadership. However, at the endhef day, the goal of the organization is to
profit and prosper - the leader who can turn certailure into realized success is a true asset

of the company.
It is an often-quoted maxim that the Chinese lagguéself provides an example of the ideal outlook

on crisis; that the two characters that make upathed “crisis” are “danger” and “opportunity” (wei-

ji). We view this statement to be best summaryhef tindings of this paper. It has caught on as a
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popular quote; as well as being present in therthgeank:1], it is one quoted by former U.S. Presid

John F. Kenned§, former Vice President Al Gofeand current Secretary of State Condoleezza Rice.

This maxim, is in fact, false — this is an erroretnanslation of the Chinese langudgend it is in this
way that this maxim provides the best summary isf plaper. This faulty interpretation of the Chinese
original has been propagated by those who prefegdort to comforting catchphrases and sound bites,
rather than investigate the facts and determin¢éhfemselves the truth. While it may in fact be ¢thse
that a well-handled crisis can lead to future sascthis is the reward only of those who are awdére

their surroundings, take initiative, and educataribelves so as to see beyond the preconceptions.

Phttp://www.jfklibrary.org/Historical+Resources/Arsles/Reference+Desk/Speeches/JFK/JFK+Pre-
Pres/189POWERS09JFKPOWEES_59APR12.htm

%6 htp://www.algore-08.com/node/60

7 hitp://www.washingtonpost.com/wp-dyn/content/deti2007/01/18/AR2007011801881.html

2 This is to attested by many scholars, includingtafi H. Mair, Professor of Chinese Language andrattire, University of
Pennsylvania Http://www.pinyin.info/chinese/crisis.htinl The literal translations is more along the dinef “Dangerous
Moment”.
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APPENDIX 1: CRISIS CYCLES (From

Fig. 1. A theoretical crisis cycle:

Pg. 32)

/ Prodromal \
Resolution Acute
\ Chronic /
Fig. 2. What a manager would like a crisis cycléotuk like:
Prodromal
&
Resolution Acute
Chronic
Fig. 3. What a crisis cycleEELSIlike:
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Chronic
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Adapted from Fink:26-27
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