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CRISIS MANAGEMENT

Joe Shakespeare (International Institute of Risk and Safety Management)

INTRODUCTION

Crisis Management is an important ele-
ment of the Risk Management function. In
many cases the crisis is a physical one, i.e.a
situation involving damage to property,
plant and people, or perhaps pollution of the
environment. These are most often called
emergencies and some organisations already
have emergency plans to deal with them. We
will cover emergency planning in more detail
in the next section of these notes, RM1,722.

An organisation may also face financial
crises which can be equally as damaging to
its existence, though perhaps not attracting
so much public attention.

In this section we shall cover the general ap-
proach to crisis management. The following
section, RM1,722, Planning for Emergen-
cies, is a detailed practical example of this
general approach applied to physical crises.

Crises generally happen suddenly and unex-
pectedly. Flixborough, Chernobyl, the cross
channel ferry disaster, the Kings Cross fire,
Seveso, Bhopal, all occurred suddenly with-
out any warning signs being apparent to the
organisations concerned. In fact in most
cases warning sings were there but were just

not recognised.

The impact of a crisis can cause hysteria
and panic amongst both the organisation’s
employees and the general public. At a criti-
cal time like this the organisation should
have bold, imaginative and assured leader-
ship. In practice the organisation’s managers
are often uncertain of the best courses of ac-
tion to preserve its existence. Systematic cri-
sis management can help them to control a

crisis as effectively as possible.

TYPES OF CRISIS

A crisis may be defined as an incident that

severely threatens the organisation’s
standsing in the community, and perhaps
even its continuing existance. The incident
may take many forms:
Physical emergency or disaster (fire, explo
sion, etc.)
Product extortion (a growing menace at
this time)
Kidnap and ransom demand
Loss of key personnel through accident (a
charismatic Chief Executive for example)
Terrorist attack or civil disorder
Serious pollution of the environment
Chemical spillage or toxic gas release
Unexpected serious side effects of drugs

Political “emotional pressure (to with-
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draw investment in South Africa for exam-

ple)

Unwanted take over bid

Shareholder revolt

Financial failure

The last three are perhaps more the respon-
sibility of the Chief Executive and Financial
Director but the Risk Manager is most defi-

nitely concerned with all the others.

CRISIS - A DEMAND ON
MANAGEMENT

Organisations are usually geared for suc-
cess and managers often reject the thought
that any of the above could happen to them.
(No doubt the management of Nypro at
Flixborough, the nuclear power station at
Chernobyl, London Underground etd., felt
the same way!) Consequently when crises oc-
cur most organisations are unprepared.

A crisis 1s always serious - by definition,
but its impact on the organisation can be sig-
nificantly reduced by idenification of the haz-
ard and systematic planning to control it.

When it occurs there is a need for quick
and positive decision making and action.
There is little time to think through the possi-
bilities and their consequences. This must be
done long before the crisis materialises. This
is true crisis management and its purpose is
first to preserve the safety of people both em-
ployees and general public, and secondly to
ensure the survival of the organisation. It is
probably true to say that when a severe cri-
sis does occur it is a pointer to a failure of

management in some way.

THE STAGES OF A CRISIS

A crisis usually has four stages. They are:
Warning stage
Acute stage
Chronic stage

Resolution stage

Warning Stage

This stage is not always obvious to the
organisation concerned!

Any out of the ordinary event should be
closely examined by senior management for
the possibility that it portends some form
of crisis.. All levels of management must be
educated in identifying, analysing and report-
ing such events. Even if action cannot be
taken to prevent the crisis developing, know-
ing that it is coming may allow the
organisation to take action to reduce its im-
pact.

The loss of a key member of staff may lay
the organisation open to crises arising in the
areas where he would have made decisions.
Unexpected activity in transactions in a Com-
pany’s shares may foretell an approaching fi-
nancial crisis.

A severe accident is often preceded by an
upward trend in minor accidents. The find-
ings of Bird and Heinrich demonstrating the
relationships between numbers of accidents
/ incidents and their seriousness certainly
show that an increase in the less serious acci-
dents indicates a greater chance of a serious

one occurring.



Acute Stage

This is when the crisis strikes. At this
stage the correct decisions have to be made,
and made very quickly. Previous contingency
planning and practice in dealing with possi-
ble scenarios will pay dividends. The
organisation must manage the crisis not let

the situation take over.

Chronic Stage

Any form of crisis will have an indirect as
well as direct impact on the organisation. A
fire or explosion will leave it short of facili-
ties and perhaps key staff. If it is to remain
in operation alternative provision for supply-
ing its customers must be made. Prior contin-
gency planning will again pay dividends.

Product extortion can have a significant
chronic effect on the public image of the
organisation and action may be vital to pre-
serve its standing in the market. It may need
to develop tamper proof packaging or
change its delivery methods very quickly to
reassure customers that the situation cannot
be repeated.

Many organisations prepare themselves to
some extent for the acute stage of a physical
crisis. However, many do not take into ac-
count the chronic stage of such a crisis. It is
no good assuming that your competition
will help you out - this must be agreed before-
hand.

Temporary replacement of facilities in the
chronic stage must form part of the contin-
gency plan.

Finally of course, the existence of one cri-

sis can bring about greater susceptibility to

other crises. In the acute stage management
must be on its guard to fend off any other
contingency that becomes more likely as a re-
sult. The classic situation is where an
organisation suffers a physical crisis, which
leaves it much more exposed to financial cri-

ses.

Resolution Stage

If crisis management has not been carried
out effectively there may be no resolution
stage, the organisation may have ceased to
exist!

The key tasks in this stage are to replace
the facilities, whether material or human, as
economically and effectively as possible.

Planning for this stage involves some clas-
sic Risk Management decisions being made.
The time factor in restitution is all impor-
tant. A significant part of the effect of los-
ing manﬁfacturing facilities in  an
organisation is proportional to the time for
which they are unavailable - the indirect
costs of the loss. The actual cost of replace-
ment may be small compared with these
time related costs. A higher replacement
cost, with restitution carried out over a
shorter time, may be the most economical

course of action.

MANAGEMENT ATTITUDES

Successful crisis management depends heav-
ily on management attitudes. Effective con-
tingency planning only occurs if manage-
ment accepts that crises can happen to them

and intend to be prepared for whatever



might occur.

Contingency planning is not cheap but it
must be seen as an insurance against the far
greater cost of a crisis which gets out of con-
trol. The cost of contingency planning must
be seen, like insurance, as a cost of doing
business.

Effective contingency planning depends on
management’s ability to see the threats to,
and weaknesses of the organisation. It can-
not be protected against a risk which has
not been identified, and Risk Management
emphasises this strongly.

The time scale of the contingency plan
should extend into the future beyond the di-
rect control of the crisis. When a crisis
strikes, it may be a disaster in one way but
it must be seen as presenting an opportunity
as well. The contingency plan for a physical
crisis should also consider the most appropri-
ate rehabilitation action. A decision to re-
place lost production facilities with the lat-
est technology makes good sense but will
affect the insurance cover required. How-
ever, a lost production facility should also
call into being serious consideration of the
importance to the organisation’s future of
that whole area of operation.

Managements are geared for success and,
because of this, they have difficulty in
recognising hazards and taking effective ac-
tion to protect themselves. It may be neces-

sary to call in specialist advice.

CRISIS MANAGEMENT TEAMS

When a crisis materialises far reaching

decisions will have to be taken, decisions
which will affect all operations of the
organisation.

A team of senior managers, led by the
Chief Executive, is likely to be required to
cope with a crisis. Other managers must
carry on the operations not directly af-
fected, in some cases taking over the normal
roles of the members of the crisis manage-
ment team. )

The team will vary, depending on the na-
ture of the crisis. A physical crisis may call
for considerable technical knowhow in the
early stages, with financial knowledge being
required later. A financial crisis may require
little technical knowledge at any stage. Le-
gal advice may not be essential in the early
stages of the physical crisis but would be nec-
essary in the financial crisis.

The team will be selected from the key deci-
sion makers in all areas of operation, to-
gether with whatever backup advice they are
likely to need. The team leader will usually
be the most senior manager, most likely the
Chief Executive. The team will have to move
fast and take quick, effective decisions. This
will call for training and practice for all
members.

The team must include a ’front’ man to
deal with the media. This must be a senior ex-
ecutive, it is not a job for the Public Rela-
tions Department. The media man must
carry conviction by virtue of his position in
the Company and his personality. The impor-
tance of dealing with the media will be cov-

ered later.



COMMUNICATION SYSTEMS

Communications during a crisis can be con-
sidered from two viewpoints; internal and ex-

ternal.

Internal Communications

The immediate concern is to bring to-
gether the crisis management team and pro-
vide information about the nature of the cri-
sis. There must be a mechanism for
contacting all senior management at all
times so that the appropriate crisis manage-
ment team can be assembled without delay.
This will be covered in detail under Planning
for Emergencies.

Internal communications about the nature
of the crisis and the action being taken by
the organisation to control it are impera-
tive. The media will have, or will set up, in-
formal access to employees at all levels and
in the absence of official news will rely on
hearsay from these contacts. There is no
way of avoiding this and the only protection
is to ensure that all employees are informed
of the situation as quickly and accurately as
possible.

Employees whose jobs may be affected
have a right to know if the organisation suf-
fers a crisis. Rumour is almost always
demoralising. In order to reassure them, and
to preserve their goodwill, the organisation
must let them know what is happening.

In a serious crisis internal communication
channels may well be overloaded since the

parts of the organisation not directly

affected must continue to operate as near
normally as possible, whilst the crisis itself
will impose a severe additional load.

In the case of a fire, explosion, or other se-
rious plant failure, local communication
channels may be destroyed and temporary al-
ternatives may need to be set up. Again this
is discussed under planning for Emergencies.

In summary then, information must be pro-
vided, as appropriate, to a number of people
or groups within the organisation, or closely
associated with it. These will include:

Approriate crisis management team

Risk Management, Safety, Loss Control,

Occupational Health, etc.

Employees as a whole / trade unions repre-

sented

Insurance broker,insurance companies

Legal advisers

Board of directors, shareholders, etc.

External Communications

If a crisis occurs the external world is
likely to look critically at the organisation,
and in paticular at the way it is handling
the crisis. The way the media report the cri-
sis can affect such judgements and the
organisation must manage its media rela-
tionships carefully. A separate section is de-
voted to this topic later.

In the case of a fire, explosion, severe
plant failure, etc., communication with the
external emergency services is critical. This
is most effective when set up and practised
long before a crisis occurs and this topic will

be dealt with in Planning for Emergencies.
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The Health and Safety Executive, or other
agency, will also have to be informed in the
case of a physical crisis, as may the Local
Authority and perhaps the local community
itself. Even the local MP may have a useful
part to play!

An organisation’s customers can be consid-
erably concerned at the effect upon them-
selves and should be reassured that this will
be minimised, or that appropriate action
will be taken to protect their supply. In this
respect competitors may be willing to cooper-
ate, though only if this has been arranged on
a mutual support basis beforehand.

In a financial crisis appropriate informa-
tion may need to be provided to the business
world at large to try to avert any extreme re-
actions.

The external world will most certainly be
trying to contact the organisation and its
switchboard should be given instructions
about how to deal with various types of
enquiry. It may be necessary for the switch-
board to be manned 24 hours per day while
the crisis is acute.

In summary then, the following external
contacts may need to be made and main-
tained:

Local emergency services

Media

Health and Safety Executive (or Agency)

Local Authority and possibly the local

community

Customers, suppliers and competitors

Financial world

Local Member of Parliament

HANDLING THE MEDIA

When a crisis strikes the organisation’s le-
gal advisers may react to protect the
organisation from suits and claims by denial
or total silence and a defensive posture.
There is a tendency to clamp down on the re-
lease of news and information to the media,
and the organisation can only produce mean-
ingless bland press releases which severely
damage its credibility in the eyes of the me-
dia and general public.

In these circumstances handling the media
can be critical and calls for considerable
skill and practice. A senior manager should
be nominated for this task, and properly
trained. He should undergo practice in simu-
lated circumstances and take every opportu-
nity to make contact with the media on
other matters before the crisis occurs. This
will help his credibility, and probably do no
harm to the organisation’s public image in
general!

Management must be aware that there is
a basic conflict of interest between the Com-
pany and the media. The media will try to ex-
ploit human drama and efforts may be neces-
sary to protect the dignity of the people
directly involved.

When a crisis happens management must
be pro-active and maintain a high profile. In-
formation (accurate, selected with care but
truthful) must be given and continually up-
dated. Phrases like 'no comment’ should
never be used or the media will construct a

story from the inevitable rumours flying



around. The media should be invited to visit
the prganisation and it should provide its
own photographs if that is appropriate.

Any lull in the interest shown by the me-
dia may be only temporary. The organi-
sation should not stop providing updated in-
formation frequently and must be prepared

for a re-awakening of interest later.

THE PROCESS OF CRISIS
MANAGEMENT

The approach to effective crisis manage-
ment should follow these stages:

1. Identify all serious hazards or sources of
serious threats and assess the likely con-
ditions which might precipitate a crisis
in the short and long term.

2. Assess the vulnerability of the organi-
sation to each and establish an order of
priority for action.

3. Carry out appropriate loss control tech
niques for physical hazards to reduce the
likelihood of the crisis materialising.
For non-physical hazards and threats
take whatever action will reduce the
chances of their occurring.

4. For each hazard or threat prepare contin
gency plans, firstly to preserve life and
secondly to preserve the organisation’s
existence.

5. Check out all contingency plans by simu-
lation and practice, and redesign where
nacessary. In the case of physical haz-
ards the local emergency sevices should
be consulted in the design stage and in-

volved in the practice.

6. Circulate the contingency plans to all em-
ployees concerned and arrange regular
practice to ensure that when a crisis
does occur, the plans will be followed to
the letter.

7. At regular intervals monitor the appro-
priateness of the contingency plans in
the light of changes in the organisation,

and modify and practice as necessary.

THE CONTINGENCY PLAN

For every event the contingency plan
should include the following:

1. A complete description of the events
likely to precipitate the crisis and a pre-
diction in detail of the likely impact on
the organisation.

2. A detailed description of the actions
needed to control the crisis itself in the
crisis area. Where necessary, detailed de-
scriptions of the actions needed in those
areas not directly affected, where nor-
mal operating may not be possible as a
result of the crisis.

3. A detailed list of the resources necessary
to support 2, and where necessary an in-
dication of their sources.

4. A description of the ways in which funds
may be made available at short notice
to support the acute and chronic stages
of the crisis and provision for the longer
term.

5. Notes on external help that has been pre-
arranged and on other sources of infor-
mation advice and assistance appropri-

ate to the nature of the crisis.



6. Detailed procedures for all employees cov-

ering their personal actions. These proce-
dures should be lodged permanently with

the appropriate employee.

take any possible action to reduce the
chance, and prepare a contingency plan
to reduce the impact on the organisation

should it occur. The contingency plan

7. An assessment of the extent to which should consider the importance of the op-
the affected operation should be rein- eration to the organisation and lay
stated. down a plan for reinstatement, or alter-

native use of the facilities affected.
CRISIS MANAGEMENT Crisis management teams should be set
SUMMARY up for each possible crisis, and simu-

lated practice given. Similary all employ-

1. Management must accept the view that ees should be trained in their part in
crises can occur to them, and must draw each contingency plan, and given regular
up contingency plans to prepare for practice.
them. A severe crisis must be considered Where appropriate outside agencies
to indicate a possible failure in manage- should be involved in the design and test-
ment. ing of contingency plans.

2.  Managements must be continually on Special consideration should be given to
the lookout for warning sings of an im- communications in each contingency
pending crisis. Any even that is out of plan, systems set up, tested, and staff
the ordinary should be considered to be trained to use them. In particular, a sen-
a possible warning sign and examined ac- ior manager should be responsible for
cordingly. communications with the media, and

3. Managements must assess systemati- should receive specific training and prac-

cally the chance of each crisis developing

tice.
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