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But the only way to reassure
investors and customers — and
restore the bank’s reputation —
was o make as much infor-
mation available as possible,
and be as forthright as possible,
he says.

Gavin Anderson & Com-
pany’s lan Spiith, who recently
advised Qantas and helped the
Federal Government with the
T3 {and T2} share sales, says
managing a company’s repu-
tation before a crisis -~ issues
management — has become the
biggest priority.

“The bottom line nowadays
is there’s a huge ¢commercial
impact in not managing vour
reputation,” he says.

With 12 vears in the crisis
management business, and a
background in journalism,
Smith has seen a shift in the
way companies prepare for
negative events.

Five years ago, he says,

10 per cent of Gavin Anderson
& Company’s work would have
been defensive work such as
building relationships with
customers and investors, and
preparing crisis management
plans.

Now about 60 to 70 per cent
of its work s pre- emptive and
the remaining portion is the
“last-minute stuff”. Or “the 'Oh
shit’ phone calls”, as RMIT’s
Turnbull calls them.

Unfortunately, with the
expansion of the internet and
its 24-hour news cycle, there’s
not much time to make those
phone calls any more.
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. Crisis management consult-
ants such as Smith, and British-
based Mike Regester, call it the
"golden hour”. “It’s all about
what you do in that first hour,”
Regester says.

Lahra Carey, of Lahra Carey
Media & Commuunications,
thinks giving yourself an hour is
way too generous,

“It’s the first few minutes
which is responsible for where
the company’s reputation is . ..
and a reputation can take years
to rebuild,” she says.

In practical terms, depend-
ing on the type of crisis, Carey
says you can use those crucial
minutes to: make sure you're
not hiding anything, choose a
media spokesperson, ensure the
company’s website will be
brought up to date, setup a
24-hour hotline, call some
journalists, brief employees,
draft an advertisement for
tomorrow’s papers, investigate
the situation further and, finally
- remain calm.

Tel that to GlaxoSmithKline,
which seemingly sat on its
hands for almost three years
after two New Zealand school-
girls demonstrated the company
had overestimated the amount
of vitamin C in some of Its.
Ribena products.

The girls contacted the
company with their findings,
produced during a school
experiment. But their claims
were dismissed.

It was only after a New
Zealand consumer affairs show
took up their case that the New
Zealand Commerce Commis-
sion charged GlaxoSmithKline
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“Tt was too little, too late,”
says Rupert Hugh-Jones, of
crisis management consultancy
Scaffidi Hugh-Jones,

“It was a slow-burning issue
and it took a long time for the
company to make a response
and to recognise that it was 2
valid concern.’ '

Astonishingly, Xav1er of QUT
says research shows about 60 to’
70 per cent of company crises
are smouldering, with the

company oblivious, ot (,hoosmg

not to act,

In contrast, University of
South Australia schoot of
management associate professor
Robert Heath says his No. 1

crisis management strategy is to -

avold it. “Cut it off at the pass,”
he says.

Heath says if the public can
retain at least some confidence
in a company, total dtsaster
might be averteds

As if to prove the va}ue of
prompt, clever crisis manage=.
ment, he suggests the strategy:
might have worked for defunct.
US energy company Enron.

T still believe that even
though there was some obvious
criminality, that they could have
got through without the whole
company collapsing,”

At the other end of the scale,
crisis consultant $ean Mulcahy
— who along with lawyer part-
ner Robert Hill represented
Michelle Leslie when she was

_ !ts share préce has
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“:pelle Corby would have escaped
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been properly represented.’
“We would have loved to

have helped Schapelle,” he says.

“We could have helped her a
lot.”

Mulcahy and Hill, who
started Frontiine Crisis Manage-
ment two years ago, were also
instrumental in assisting so-
called B1 and B2 — ]upiter
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and David Evans -— from escap-
ing more severe punishment for
their alleged antics on board an
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Mulcahy is now attempting
to contact Australian D
Nicholas Taylor, who was
arrested in Bali on drug -
possession:charges. He wants to
offer Frontline's services, -

After ali, crisis management
consultants need to earn a
living too.
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PEVER SANDMAN'S TECH
SPECS FOR FORGIVENESS

| You have to acknowledge what you
did. Hypothetical apologies (“what-
ever | might have done that might
have offended people, 'm sory™)
don't cutit. And your list of your
own misdeeds has to be complete,
Apologising for peccadillogs while
continuing to hide more serious
infractions witl backfire badly when
the latter come to light later.

@ You have o allow time for others to
criticise you. Pre-emptive apologies
(“I'm sormy; now let's not talk about
it") dor't cut it either. Forgiveness
requires a period during which
you're busy saying you're sorey and
your victims and critics are busy
saying you damn well should be.

i You have to accept responsibility.
if a child breaks a lamp, “'m sony
your lamp broke” won’t do the job;
“I'm sorry | broke your lamp” is the
apology that's called for, Even if
you decide you shouldn't accept
legat responstbility, you can still
accept moral fespongibility,

w You have to éxplain-why it
happened, That's part of taking -
responsibility, not a substitute for
taking responsibility. Explanations.

for misbehaviolr fail into two main -

categories: “stupid” and “evil",
Since evil is harder to forgive, it
pays to say 50 if you were stupid.

u Yol have 1o back your apology with
w0 kinds of efforis to “make it
ight” — compensation for those
who were hurt by what you did, and
policy improvements so it's less
likely to happen again.

@ You have to be humiliated, This is
the secular equivatent of the
Roman Catholic doctrine of pen-
ance: the final step in forgiveness.
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IN MANAGEMENT literature,
U$ phatmaceutical giant John-
son & Johnson's response to the
1982 Tylenol poisonings has
always been held up as the gold
standard for crisis management,

J&I’s handling of the incj-
dent is a page out of the six
golden rules for turning crises
into triumphs, or at the very
least, getting through the storm,

Like many chief executives,
J&J's CEQ at the time, James
Burke, could have gone down
the direction of plausible
deniability, He tould have
declared, hand on heart, the
company had done everything
prudently possible to stop
trouble happening.

What J&] did instead was
radical and refreshing, and

ultimately it saved the company..

It spent hundreds of millions
on a recall and embarked on an
enormous public information
campaign.

It immediately called a news
conference, posted a reward for
finding the culprit, established
24-hour help lines to deal with
inquiries, and instructed doc-
tors to suspend supplies. When
there were copy-cat poisonings,
J&J did it again. Straightaway it
stopped the production of
capsules, and introduced
tamnper-proof caplets,

The fascinating part about
this story is that the company
turned a disaster into a triumph
through sorme brilliant crisis
management that, in the end,
was really just a matter of
COIMITION $erse.

Business history is littered
with examples of hamfisted
business chiefs who damaged,
or neatly destroyed, the repu-
tation of their companies.

Some examples: the 1989
Exxon Valdez oil spill is recog-
nised as the template for PR
screw-ups. Its leaders initially
refused to talk to media, and
then blamed them for damaging
the company’s reputation.

Or take Union Carbide’s
poor handling of the poisonous
gas leak at Bhopal in India that
killed nearly 4000 people in
1984,

Australia too has had its
share of PR disasters. Who can
forget former PBL boss Eddie
MecGuire thinking he was at a

Collingwood footy club fuﬁcrion:

when he talked about “boning” .

femnale talent? Or the PR disas-
ter that ensued when Nine took

to the courts to keep secret the |

revelation about McGuire’s
comments. What about the
ABC’s own goal when it spent
$104,000 on Jonestown, the
biography of Alan Jones, then

dumped it because it got scared .

of Jones suing? The book
became a bestseller, with

publisher Allen & Unwin picking.

up all that publicity. Or the way .

Pan Pharmaceuticals, faced with,

the recall of its products,
refused to talk for a day and
insisted it had done nothing

wrong, Turning a bad situation

into a catastrophe, it called a
press conference and then
canceiled it.

These cases will go down as
textbook examples of bad crisis
management.

PR specialists cite six golden
rules:

1. Work with authorities and
recall faulty products straight-
away. If the company is stone-
walling, agencies will step in.

2. Be upfront, providing the
public with information and
apologise. But won't an apology
increase the risk of litigation?
Not necessarily. There are
hundreds of ways of saying
sorry without jeopardising your
legal position, but'in the end,
you need to express regret and
sympathy. Otherwise, you just
come out looking like you're
protecting your backside.

3. Go out of your way to
show you are doing everything
possible to solve the problem.

4. Identify your
vulnerabilities, find ways to siop
them blowing up, have a plan
for what to do when the worst
happens, and keep the plan
updated.

5. Develop strong relations
with employees and customers,
6. Keep competitors in the

loop. That helps stop shock
waves flowing through to the
rest of the industry.




