CriSIS? What crisis? Companies ignoring the risks and réalities
the least likely to cope, writes Vanessa Burrow.

T WAS just 4 snippet. But the radio announcer
definitely said “peison’’. And when the phone
rings, you know the news s not good.

At least three people have been taken to hospital.
They're in a critical condition and they'd all been
taking XYZ pain medication.

The journalist on the phone wants answers. “What
is the company doing? Why weren't praper precatidons
taken? Who's to blame?”’ .

Emergency procedtires, written up last year, are float-
ing through your brain and there's the sudden thought —
what's happened to our share price?

You had been hoping for a quiet afternoon . ..

Even in this mock scenario, organised by crisis
management consultants, there's a rush of adrenaline as
you and your team hurriedly prepare a statement.

But the reality is, just last month a competitor was
almost ruined in & similar incident. Your comparny
doesn't want to be caught napping. :

Ross Campbell, who runs Melbowme-based crisis
management consultancy Ross Campbell & Associates,
says his company stages hundreds of such scenarios a
year to help clients prepare for a potential disaster.

“Some of them are very small situations,” he says.
“Others are full-scale exercises.”

The higgest productions invelve emergency services,
lawyers, actors playing family members and journalists,
and, in some cases, “injured” people complete with
make-up and props.

“Ff you came upon them, you would think it's the real
thing,” Campbell says.

It's symbolic of the prominence crisis management
. and its cousin issues management — has acquired. It's
a hot business, and more and more people are jumping
in

While practitioners admit they’re “brought in through
the back door”, they also command fees approaching
$100¢ an hour,

Melbourne crisis management practitioner Michael
Smith says it all started about eight years ago, as
companies braced themselves for Y2K.

OF course, all the world’s computers didn’t crash and
the world awoke on January 1, 2000, as usual.:

But the preparation. that went into Y2K showed a
higher level of crisis planning was possible and
acquainted executives with a previously miysticised area.

“Everyone had to have a plan for a crisis that never
happened,” says Smith, a former journalist and editor of
The Age who founded Inside Public Relations in 2001.
“Crisis management is a much broader and more detailed
industry than it was a decade ago and much more
specialised.” .

The Public Relations Institute of Australia ¢stimates
there are abow 10,000 public refations practitioners in the
country, and the ranks are growing by 1¢ to 15 per cent
each year. Many of those people will work in crisis or
issues management and every vear, thousands of students
enrol in university public relations courses, hoping to get
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Robing Xavier, acting head of the Queensldnd Univer-
sity of Technology's advertising, marketing-and public
relations school, says research suggests about 8 to 15 per
cent of a company’s shdre price is based on reputation.
“Clearly that's at risk-during a crisis,” she says,
But depending on the extent of the crisis, there's also
the risk of extended negative publicity, a product being
“kilied off”’, o even governinent intervention. :
AWH is a recent case of crisis management gone
wrong. The wheat exporter’s share price dropped from a
record high near $6.50 in easly 2006 to a record low linder
$2.50 as it became clear the company had paid-about
$300 millien in kickbacks fo Saddam Hussein's regirne -—
and lied aboutidt. . .. 00T
According 0 US-based Crisis mandgemert consultant

. Peter Sandman, who was initially liréd by the company
_in December 2005, simply apologising could have spared

AWB some of its pain. _
“If AWB pad apologised thoroughly, sincerely, and skil
fully for what it did wrong, I think the public would have -
been much more willing to-take note-of the mitigating -
factors and forgive the company,” he says, .

“Blame typically happens on a see-saw. That is, how
much you blame me for something I did wrong depends
largely on how much I blame myself. If I emphasise how
bad I was and how sorry I am, you tend to see all the . -
more clearly the mitigating factors.” _ o

AWB’s Sandman-inspired apology letters never :
surfaced — at least not until the company was forced to -
make them public during the Cole inquiry. But by then it
was too late to apologise. '

“The fundamental problem was, they were in the
wrong, and they were never prepared to admit it,”’ says
RMIT University adjunct professor in communications
Noel Turnbull. i :

“The ‘Sandman’ approach of apologising actualiy
works, You have to face up to reality and accept respons-
ibility. It's a pity AWB didn’t take Sandman'’s advice.”

In the end, despite any mitigating factors, AWB's repu-
tation was trampled, and only in recent weeks has the
share price again touched $4,

National Australia Bank also faced external scrutiny
when it was discovered four rogue currency traders had
cost the bank $360 million.

In a performarice-driven culture, the four men took
excessive risks, pushed the boundaries of the law, and
eventually ended up in jail.

The scandal claimed the scaip of former chief execu-
tive Frank Cicutto and prompted extensive changes to the
board. : -

NAB media relations manager Brandon Phillips, who
was part of a team that won an award for their crisis
management strategy, says the $360 million loss never
jeopardised the bank financially.
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