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Crisis Management

The field of Crisis Management (CM) attempts to mitigate the losses incurred when a crisis occurs and to prevent crises that could occur in the future. An organizational crisis is defined as a low-probability but high-impact event that threatens an organization’s existence by disrupting its normal operations and its social legitimacy. An organizational crisis can be distinguished from a natural disaster in that it implies human responsibility; further, it is a highly complex event, both in terms of its genesis and its consequences.

First developed in the field of political science, the theory and practice of CM is today shaped by scholars from many disciplines, as diverse as administrative sciences, systems theory, risk management, positive psychology, and ethics. Gerald Mars and David Weir have rendered a great service to CM theory with their two compilations of papers by some of the most important authors in the field. CM is traditionally divided into two schools. The first, called High Reliability Theory, argues for the feasibility of designing systems that protect against crises and ensure organizational safety through the use of mechanisms such as centralization of decision-making, redundancies, and down-sizing of scales. The second school of thought, called Normal Accident Theory, argues that while prevention can be achieved in relatively simple environments, crises cannot be adequately prevented and controlled in other more tightly-coupled and complex environments, such as in the nuclear energy industry. Thus this theory calls for such uncontrollable activities to be banned altogether. 

The crisis management model

Many scholars and practitioners consider the management of the Tylenol crisis by Johnson and Johnson (J&J) to be the prototypical example of efficient and ethical CM. In 1982 and 1986, the capsules of extra strength Tylenol had been tampered with cyanide, leading to the death of 6 people in the first case, and one in the second case. Even though J&J was exonerated of any wrongdoings, since the products were tampered with in the market place and not in the company’s facilities or its distribution network, J&J reacted quickly and responsively and recalled 31 million Tylenol bottles—a retail value of more than $100 million. This case has been extremely influential on both CM practice and theory and has led to a check list of what to do in the case of a crisis: Many observers have praised 1) J&J’s quick response and actions; 2) the company’s lack of defensiveness and acknowledgement of its responsibility to protect the public; 3) its recall of enormous quantities of product at great cost; 4) its extensive public relations campaign; 5) its redesign of the product, including the tamper-resistant triple-seal now standard in the industry; and 6) its effective defence of its brand name, corporate reputation, market shares, and stock price. J&J’s response certainly stands out when compared to less successful CM interventions, such as Union Carbide’s Bhopal disaster, the Exxon-Valdez oil spill, the Perrier water contamination incident, or the Three Mile Island nuclear accident. In addition to the points mentioned above, experts often attribute J&J’s effective response to the company’s mission statement, which stresses its ethical responsibility towards all its stakeholders, and the efficient and caring leadership of James E. Burke, then Chairman of the board of McLean, which produces Tylenol.

But while J&J’s response was clearly efficient, the Tylenol case is not as positive from an ethical point of view. Inquiries have revealed, for example, that drugs similar to Tylenol, such as aspirin, had already been tampered with on several occasions using deadly substances, such as cyanide or arsenic, many decades before the Tylenol crises. In one case in Switzerland, a mentally-disturbed nurse added poison to the drugs used at her hospital. When these past incidents are taken into account, the question is no longer whether or not J&J reacted in a responsible manner: It did. The deeper ethical question becomes why didn’t J&J better protect its Tylenol products before these crises? 

Two frequent objections are often raised when this question is asked. The first is that these tampering incidents had been rare in the past. But this is the essential point of CM: A crisis is, by definition, a low-probability but high-impact event that necessitates action by an organization if it is to be financially and ethically responsible towards its stakeholders. The second objection is that J&J was not aware of previous tampering and thus could not have imagined such a tragic situation. As we will see later, an ethically-based CM approach requires a different kind of moral maturity, as well as a different kind of ethical inquiry. There is no doubt that J&J and its affiliated companies, which together control about 32% of the market, have dedicated significant resources to the R&D of the drug, including its potential side effects, and to its promotion and distribution. However, a more ethical strategy would have included a thorough evaluation of the potential crises that could arise and the implementation of various preventive actions. 

This relatively low level of moral maturity and ethical inquiry is not unique to the J&J case. The tragedy of Nestlé’s commercialization of its powdered milk product in Africa, which has tarnished the company’s reputation to this day, is another example. During the 1970s and 1980s, thousands of African women, charmed by this new Western product, purchased the powdered milk and mixed it with the water they had available. Unfortunately, this water was often contaminated and the product led to the deaths of several thousand infants. Nestlé claimed for years that its product was perfectly safe and not to blame; the company further insisted that it was not doing anything illegal and that its packaging indicated that potentially unsafe water should be boiled prior to use. It ultimately took an order of the World Health Organization, after much lobbying by different activist groups, for the company to withdraw its product. In this case, Nestlé lacked moral maturity: It could not understand that its good product could become lethal when used by people with little to no education or reading ability in an environment like Africa where clean drinking water is not universally available. Furthermore, Nestlé failed to adopt an ethical approach, i.e., really empathizing with the thousands of dying children and recognizing the tragedies experienced by their families; instead the company was blinded by other issues, including technical, financial and legal considerations. The Nestlé case is clearly more tragic that the J&J one. 

While both companies lacked moral maturity and ethical inquiry, at least J&J didn’t wait for an order from an external body before modifying its strategies. In comparison with the Nestlé example, the Tylenol incident is a good example of efficient and responsible reactive CM. However, both companies were not able to integrate the “four families of crises”, as suggested in the CM literature: if they addressed the issues of 1) Economic attacks and 2) Informational attacks, they were less successful at addressing the issue of 3) Product breakdown (J&J had even to wait for its second 1986 crisis before abandoning the production of its capsules which were more vulnerable to tampering than tablets), and 4) Psychosocial crises, including harm to stakeholders. In a similar vein, both companies did relatively well in two of the “families of CM actions”, i.e. 1) Technical audit and 2) Structural design, but did poorly in the two others, i.e. 3) Internal emotional preparation and 4) External communications, while J&J did better than Nestlé in this last area.

Moral Maturity and Ethical Inquiry in Crisis Management
Many ethical frameworks, theories, or traditions are ill-suited for dealing with the complexity of crises. For example, the utilitarian framework, which is widely used in organizations and favors the well-being of the greatest number of people, could have lead to the decision to keep Nestlé’s powdered milk in Africa if it could have been demonstrated that more people benefited from this product than suffered from it. Likewise, the use of legal frameworks could excuse both Nestlé and J&J in these two cases, as neither company broke the law. 

Recognizing the complexity of real life situations, several philosophers and theologians have proposed that an ethical framework should reflect at least three considerations: 1) It should address the reality of a problem, conflict, or crisis, and not just follow abstract principles; 2) It should be grounded in dialogue, open to conflicting ideas and paradoxes, which requires moral maturity to look beyond conventional norms and values on the part of both individuals and communities; and 3) It should proceed by deliberate ethical inquiry, testing the decisions made and the actions taken, considering them as working hypotheses rather than firm policies. 

Two ethical frameworks that adopt this type of moral maturity and spirit are the pragmatic democracy, developed by the philosopher John Dewey, and the systematic theology, developed by the theologian Paul Tillich. 

Dewey emphasizes the notions of democracy, constant experimentation and testing. He wishes to bring about a “collective intelligence” through the personal development of individuals and the encouragement of moral thinking in education. Central to Dewey’s ethical system is the sympathetic regard for the intelligence and personality of others, even if their views are different, as well as the testing of ideas through scientific inquiry. Dewey is particularly against the use of prejudice, partisanship, check-lists or even traditionally accepted views and practices in ethics, striving instead for what can be called a “post-conventional outlook”, which is always in emergence. 

In similar fashion, Tillich emphasizes that a moral life requires the existential courage to profoundly come to terms with one’s own self, as well as with others. For him, one must have the courage to “accept acceptance,” i.e. the acceptance of one’s mortality, of the ambiguous nature of one’s work—leading potentially to success or crises—and of the recognition of one’s very small place in the cosmos. For Tillich, it is essential to realize that all the genuine religions and spiritual traditions of the world had integrated both the positive and negative sides of life, calling the latter by different names: the devil, Hecate, Kali, the false, the bad, the ugly, Satan, Rakshasa, Thanatos, the via negativa, etc.  

It is very probable that if Nestlé and J&J had adopted one of these two ethical frameworks (among the many others that exist as well), the handling of their crises would have been different. In the case of Nestlé, the acceptance of the fact that its product could also have negative impacts might have helped the company to overcome its defensiveness and seek some creative solutions with the local populations. In the case of J&J, this sort of acceptance could have triggered a deliberate investigation into the potential dangers of its Tylenol product prior to the crises, leading to the implementation of preventive strategies. Furthermore, the use of such ethical frameworks would have probably widened the range of issues and increased the number of people considered to be important in both cases. For Nestlé, the Western-oriented financial and legal approach could have been complemented with a more African-oriented social and ecological view of the problem. For J&J, the possible impact of potential saboteurs, terrorists, and psychopaths could have been better integrated into the organization’s CM strategy.

Increased levels of moral maturity and ethical inquiry could also enrich the two dominant theories in CM. High Reliability Theory could gain from not only pursuing safety but also considering more profoundly the moral grounds of an organization’s operations. After all, the Mafia could be made “highly reliable” but this will not increase its level of morality. Also, while the Normal Accident Theory leads to the conclusion that some activities are too complex to be carried out safely, it would gain from the addition of existential considerations to the administrative, sociological, and technological factors that it traditionally takes into account. This would help employees, executives, and policy makers to adopt a “post-conventional view” and to better “accept acceptance”, thus adopting a more proactive and preventive approach to their activities.

Some scholars have already adopted this more dialectical and ethical view of CM by exploring two related issues: 1) The developmental nature of a crisis itself for individuals and organizations, viewing a crisis as a potential “crucible” event, triggering learning and change; 2) The exploration of ways to develop a more mature level of morality and inquiry in organizations by means other than the experience of a major crisis. We may be witnessing today the birth of a third major theoretical foundation in the field of CM, one that is grounded in moral development, both for individual and organizations. 
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