Session No. 23

Course Title: Business and Industry Crisis Management, Disaster Recovery, and Organizational Continuity

Session 23: Crisis Communication

Time: 1 hr


Objectives:

23.1 Complete objective 22.3 (Apply the material covered in the sessions on crisis communication along with the entire crisis management and organizational continuity model to the case study “LNG Release and Explosion”) through participation in a class discussion of the case study. 

23.2 Explain the concept of strategic ambiguity in crisis communication and its possible appropriate and inappropriate application to crisis situations.
Scope:

This session starts with a discussion of the students’ response to the liquid natural gas (LNG) release and explosion case study followed by completion of the modified experiential learning cycle for objectives 22.2, 22.3 and 23.1. The case study and discussion are intended to pull together the entire crisis management and organizational continuity model with particular emphasis on the importance of crisis communication. The session concludes with a discussion of strategic ambiguity in crisis communication, providing a somewhat contrary concept of how crisis communication should be planned and conducted. This objective also provides an introduction to the concept of ethics and the realization that legal considerations are real and important. Both of these topics will receive additional coverage in subsequent sessions.

Readings:

Student Reading:

None.

Instructor Reading:

Sellnow, T.L., and Ulmer, R.R. 1995. “Ambiguous Argument as Advocacy in Organizational Crisis Communication.” Argumentation and Advocacy [on-line]. Vol. 31, No. 3. Start page 138. River Falls. Electronic version 9 pages.

Sellnow, T.L., and Ulmer, R.R. 1997. “Strategic Ambiguity and the Ethic of Significant Choice in the Tobacco Industry’s Crisis Communication.” Communication Studies [on-line]. Vol. 48, No. 3. Start page 215. West Lafayette. Electronic version 17 pages.

Tyler, Lisa. 1997. “Liability Means Never Being Able to say You’re Sorry.” Management Communication Quarterly [on-line]. Vol. 11, No. 1. Start page 51. Thousand Oaks. Electronic version 9 pages.


Objective 23.1  Complete objective 22.3 (Apply the material covered in the sessions on crisis communication along with the entire crisis management and organizational continuity model to the case study “LNG Release and Explosion”) through participation in a class discussion of the case study. 

Requirements:

Lead a class discussion of the students’ responses to the written assignment and the additional questions.

Complete the modified experiential learning cycle for objectives 22.2 and 22.3 and this objective at the conclusion of the class discussion.

Remarks:

I. Class discussion of the written assignment.

A. Discuss the case study questions.
1. Describe the actual and potential impacts of this accident on the Staten Island Gas Company (SIGCO).

2.
How can SIGCO minimize the short-term impacts on the company? How can it minimize the long-term impacts?
3.
What should be the initial priorities of the SIGCO’s management?

4.
What government organizations are involved? How should SIGCO relate to them?

5. What should SIGCO communicate? Whom should it communicate with? How should it communicate?

6. In conducting a “Post Crisis Audit,” whom should SIGCO consult with?

B. Discuss the “Postcrisis Audit.”
1. What happened? Determine the basic facts (disputed and undisputed).

2. What caused the incident/accident?

3. Which factors (internal and external to the organization) led to the occurrence? 

4. Did the structure, culture, technology, or people in the organization contribute to the crisis potential?

5. Did the business environment or pressure from external stakeholders create or exacerbate the organization’s vulnerability to this type of crisis?

6. In the response to the crisis, what was done well?
7. What was done poorly?
8. Does the organization continue to be vulnerable to this type of crisis?

9. Could a crisis of this type lead to other crises? What are they?

10. What steps must the organization take to reduce its risk to future crises, both this type and others? 

II. Class discussion of additional questions.
A. Discuss the following questions asked by CEO Sam Krisken, assuming that you are a crisis management consultant hired to help SIGCO recover from this crisis:

1. What should SIGCO have done before this event to prepare for the eventuality of such a terrible accident?

2. How should SIGCO have reacted in the immediate aftermath (three hours following) the event?

3. How should SIGCO have reacted in the first few days after the initial event had passed?

4. What can SIGCO do to restore its public image?

5. Does SIGCO need a crisis management team (CMT) and, if so, who should be members of the CMT?

B. Ask the students, Are there any other questions CEO Samuel Krisken should ask?

Supplemental Considerations:

The collision of a barge with a loaded LNG tanker moored at Port Richmond actually occurred in the late 1970s. No explosion occurred and the event was quickly forgotten, resulting in little organizational learning and no risk control measures being adapted by the affected parties.


Objective 23.2  Explain the concept of strategic ambiguity in crisis communication and its possible appropriate and inappropriate application to crisis situations.

Requirements:

Present the material by lecture and discussion as necessary.

Complete the modified experiential learning cycle at the conclusion of the objective. 

Remarks:

I. General considerations.
A. To this point we have stressed the need for open and honest communication in crisis situations. Various authors and sources support this point as an absolute principle/guideline:

1. Twelve Principles of Crisis Leadership (overhead 20-7) – number 5: People are usually very forgiving, but they will not tolerate arrogance, indifference, lying, or gross incompetence. 

2. Crisis Communication Goals (overhead 20-9) – number 2: Truthfulness. Unconditional honesty is the only policy.

3.
Guidelines for Managing Crisis Communication (overhead 20-12) – number 6: Quickly hold a news conference and make disclosures to the media openly, honestly, and accurately. 

B. The following discussion of strategic ambiguity in crisis communication does not conflict with this general guidance; however, significant research and actual crisis events have shown that legal considerations and the requirements of multiple constituencies combine to make equivocal or strategically ambiguous communications appropriate (at least in the view of the researcher) in certain situations.

II. The use of ambiguous crisis communication.
A. Organizational crises are, by their very nature, very complex events with competing requirements and priorities.

1. There are direct victims of disasters and crises (and/or surviving family and friends) who deserve special consideration. For example, the victims of product tampering, employees whose place of work or homes have been destroyed in natural or man-made disasters, the population of the area affected by an oil spill, the passengers of an airline that crashed, etc.

2. Direct victims represent only a portion of the total range of stakeholders, though. Customers, stockowners, suppliers, creditors, communities, etc., are affected by crises, also.

a. Some level of ambiguity, either purposely interjected or due to the uncertainty of the situation, may characterize crisis communications as a means of satisfying the divergent needs of multiple stakeholders.

b. A fact of life is that legal concerns can constrain crisis communication in those cases for which the organization bears some level of responsibility. Organizational leaders must at least consider the needs of the multiple stakeholders before making public statements regarding crisis responsibility.

c. Previously, we have discussed Johnson and Johnson’s handling of the Tylenol crisis that is generally perceived as a model for effective and ethical crisis management.

(1) Lisa Tyler, in her 1997 article “Liability Means Never Being Able to say You’re Sorry,” makes the point that the Tylenol case was atypical (p. 1). 

(2) “Rarely are the company’s hands so clean, and rarely is the corporation so patently a victim” (emphasis added; p. 1).

(3) Very early in the crisis, Johnson and Johnson was sure that the poisoning was caused by product tampering and not by problems with the product manufacturing, and the company acted accordingly. “Throughout the crisis, Johnson and Johnson maintained an open communications policy.”

(4) Regardless of the cause of the poisonings, Johnson and Johnson did the right thing by immediately calling for a product recall and implementing other corrective measures. Ask the students, Do you think, however, that Johnson and Johnson would have been so open and honest in their crisis communication if the source of the poisoning had been immediately attributable to the manufacturing process? and, Do you think Johnson and Johnson would have recovered the Tylenol market share so completely and quickly if they had not just been victims but had had some level of responsibility for the poisonings?

B. Jack in the Box E. Coli food poisoning crisis.

1. in their 1995 article “Ambiguous Argument as Advocacy in Organizational Crisis Communication,” Timothy Sellnow and Robert Ulmer use the Jack in the Box case study to show that “ambiguity may provide organizations with a means for satisfying the divergent needs of their multiple audiences” (p. 1). 

2. Case summary (based on Sellnow and Ulmer 1995).

a. On January 13, 1993, the Seattle, Washington, Children’s Hospital notified the state health department that it was treating an unusually high number of E. Coli infections in children.

b. On January 15, 1993, the president of Jack in the Box was notified by the Health Department that the E. Coli cases were at least partly attributed to hamburgers prepared at Jack in the Box fast food restaurants; a corporate research team was dispatched to Seattle on January 17,1993.

c. Within a month, three children had died of the E. Coli infection in Seattle (one had eaten at Jack in the Box, a second had been infected by another child who had eaten at Jack in the Box, and a third had been infected by an unknown source). In all, the E. Coli bacteria infected 400 people in the Washington, Idaho, and Nevada area. 

d. By February 7, 1993, Jack in the Box sales had plummeted by 30 to 35%, its stock prices were off by 11%, and the Securities and Exchange Commission had temporarily suspended trading in the stock. Jack in the Box was experiencing not just a financial crisis, but a threat to its survival.
e. Lerbinger (pages 192–194) categorizes this as a “crisis of skewed management values,” and this will be covered in a subsequent session. This case study focuses on crisis communication and the strategy followed by Jack in the Box.

3. Jack in the Box crisis communication.
a. Jack in the Box leaders faced a diverse audience composed of consumers, regulatory agencies, stockholders, and doctors. All demanded information about the cause of the crisis, about which Jack in the Box had limited definitive information due to the fact that some, but not all of the E. Coli cases could be tied to Jack in the Box and the limited number of restaurants that were apparently sources of the infection.

b. In view of this uncertainty, corporate leadership took the position that moving too quickly to accept total responsibility would result in increased consumer aversion and legal consequences that violated stockholders’ trust.

c. Jack in the Box thus simultaneously faced an audience wanting limited openness (stockholders), and a public wanting as much information as possible. 

d. To meet these divergent needs, Jack in the Box interjected a level of ambiguity into its public declarations.

(1) Jack in the Box remained vague regarding its acceptance of blame by arguing that some of the cases of E. Coli infection had developed in people who had not eaten at Jack in the Box and that hundreds of E. Coli infection cases happen in Washington each year.

(2) Simultaneously, Jack in the Box announced new cooking guidelines (corrective measures) to guard against E. Coli while emphasizing that this was a general, systemwide food preparation precaution and not just a Jack in the Box reaction to the crisis. (Failure to follow cooking guidelines is the focus of Lerbinger’s classification of the Jack in the Box crisis as caused by skewed management values).

(3) Jack in the Box steadfastly maintained that it was not the cause of many of the E. Coli infection cases of which they were suspected.

e. Mindful of potential legal implications, Jack in the Box communicated in an ambiguous manner while initiating certain “bolstering” actions and additional actions, aimed at mitigating the impact of the current crisis, correcting the problem in the future, and improving their public image.

(1) Stocks of suspect hamburger (20,000–28,000 pounds) were immediately removed from restaurants.

(2) Improved cooking guidelines and methods of testing foods before cooking were implemented and advertised.

(3) Internal communication policies were audited and problems corrected.

(4) Offers were made to pay for the hospital costs of people who had eaten at their restaurants.

(5) $2 million was pledged to assist victims and another $100,000 was donated to charity in memory of one of the victims. 

4. Case study conclusion.
a. Jack in the Box accomplished the above listed “bolstering,” corrective and image restoration actions while balancing its crisis communication to simultaneously meet conflicting stakeholder needs.

b. “This communication strategy, though often ambiguous, undoubtedly contributed to the company’s slow but consistent economic recovery” (emphasis added; Sellnow and Ulmer 1995 p. 9).

5. Overall, Jack in the Box used a communication strategy of strategic ambiguity to manage its crisis in a responsible manner, mindful of the responsibility to victims, stockholders, and the community in general. A second case study, involving the tobacco industry, provides an example of strategic ambiguity applied in an “unethical” manner. 

C. Tobacco industry nicotine addiction crisis.
1. In a second article by Sellnow and Ulmer, “Strategic Ambiguity and the Ethic of Significant Choice in the Tobacco Industry’s Crisis Communication” (1997), the use of strategic ambiguity by the tobacco industry is investigated. 

2. Case summary (based on Sellnow and Ulmer 1997).

a. In 1994, Dr. David Keesler, representing the Federal Drug Administration (FDA), brought to Congress the findings that nicotine is addictive and the accusation that the tobacco companies had purposely manipulated or spiked nicotine levels in cigarettes.

b. Keesler argued his case through the presentation of scientific evidence and expert testimony and proposed that the FDA be granted jurisdiction over cigarettes, an action that might eventually lead to the removal of cigarettes containing nicotine from the open market.

c. Keesler’s accusations and proposal constituted a major crisis that threatened the very existence of the tobacco industry.

d. The leaders of the seven largest tobacco companies were asked to attend congressional hearings and were unanimously critical of the FDA’s findings, employing strategic ambiguity in what this article contends was an unethical manner to defend the tobacco industry.

3. The tobacco industry’s crisis communication.
a. The tobacco industry leaders introduced ambiguity into the claims of Keesler and the FDA by challenging the interpretation of existing data and by focusing their arguments on the minority of smokers who were able to quit without professional and medical assistance to counter the addiction evidence.

b. The tobacco industry clouded the arguments of the addictive nature of nicotine by stating that it does not cause intoxication and that people have quit without having to detoxify first. Keesler in no way equated addiction with intoxication, but the tobacco industry was quick to use the comparison as an argument to support their position. 

c. One of the tobacco executives further obfuscated the issue by making the imprecise and arguably specious analogy of nicotine addiction to addiction to watching TV, playing video games, or overeating. This article contends that such ambiguity, aimed at misrepresenting scientific research and confusing the general public, is not of an ethical nature.

d. Central to Keesler and the FDA’s position was the question of why the tobacco industry had maintained nicotine levels for the past decade while tar content had been reduced and the technology existed for reducing both. This question was never directly answered and the tobacco industry, which instead responded with simplistic and mundane descriptions of tobacco processing, further avoiding and confusing the real issues.

4. Case study conclusion.
a. The authors of this article realize that “ambiguity is an inherent part of organizing” and that “Crisis situations pose constraints on communication that intensify such ambiguity” (emphasis added; p. 14).

b. They do not oppose the right of an organization to provide its view of a crisis situation – even if it emphasizes the interpretation of ambiguous information in a manner that favors the organization’s position – provided its presentation is not based on biased and incomplete information intended to cloud the stakeholders’ understanding of the crisis situation.

c. In the case of Jack in the Box, the article’s authors found the ambiguous crisis communications of corporate leadership purposeful and ethical (the word “ethics” was not explicitly used in the Jack in the Box article). In this case, however, the authors conclude that the ambiguous crisis communication of the tobacco industry was deceitful and unethical.
Supplemental considerations:

It is recommended that all of the cited articles be read in preparation for objective 23.3. If all of the articles cannot be obtained, recommend “Strategic Ambiguity and the Ethic of Significant Choice in the Tobacco Industry’s Crisis” as the primary reference article.

The concept of strategic ambiguity is obviously subject to debate. From the course author’s limited research into the area of crisis communication, it appears that there are more scholarly works supporting the need for absolute openness and honesty in crisis communication than there are works supporting the utility of strategic ambiguity. There appears, however, to be no disagreement that crisis communication based on biased and incomplete information and intended to confuse the issue is unethical. Through completion of the modified experiential learning cycle for this objective, the students should express their reaction to strategic ambiguity.

� Lerbinger, Otto. 1997. The Crisis Manager – Facing Risk and responsibility. Mahwah, NJ: Lawrence Earlbaum Associates. Page 150.
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